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Tuesday,  May  7,  1996. 
SECRETARY  OF  LABOR 

WITNESS 

hon.  robert  b.  reich,  secretary  of  labor 

Introduction  of  Witnesses 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

We  continue  our  hearings  today  with  the  Department  of  Labor. 
Mr.  Secretary,  we  welcome  you  back  before  the  subcommittee  to 
discuss  your  1997  budget  request.  I  believe  this  is  the  fourth  time 
that  you  have  appeared  now  before  the  subcommittee  on  behalf  of 
your  budget.  Secretary  Shalala  appeared  here  a  few  weeks  ago  and 
Secretary  Riley  will  be  here  on  Thursday. 

The  fiscal  year  1996  budget  process  was  very  difficult  and  a  try- 
ing one  for  all  of  us.  The  final  bill  that  was  produced  probably 
didn't  satisfy  any  one  very  much.  But  under  the  circumstances,  it 
was  probably  the  best  we  could  do.  We  hope  and  expect  that  the 
1997  process  will  be  somewhat  smoother  and  will  hopefully  con- 
clude much  faster.  We  will  have  serious  disagreements  over  fund- 
ing levels  and  some  policy  matters,  but  I  believe  that  we  can  work 
together  to  resolve  them  for  the  good  of  the  country. 

Mr.  Secretary,  I  want  to  take  a  minute  and  thank  your  staff  at 
the  Department  for  its  very  hard  and  excellent  work  in  producing 
the  fiscal  year  1997  budget  justifications  and  other  documents  in 
a  very  expeditious  manner  after  the  enactment  of  the  final  1996 
appropriations  bill  just  a  couple  of  weeks  ago.  We  asked  your  staff 
to  withhold  preparation  of  the  documents  until  we  had  a  final  ap- 
propriations bill  for  1996  so  that  we  could  have  meaningful  num- 
bers and  comparisons.  They  agreed  to  do  that  and  now  we  have 
some  very  useful  documents  to  help  us  in  producing  a  1997  appro- 
priations bill.  Their  cooperation  and  yours  is  very  much  appre- 
ciated. 

Mr.  Obey  is  not  here  with  the  many  duties  that  he  has,  but  when 
he  does  come  here  I  will  ask  him  if  he  would  like  to  make  an  open- 
ing statement  as  well. 

Now,  Mr.  Secretary,  we  welcome  you  and  ask  you  to  proceed  with 
your  opening  statement. 

(l) 


Opening  Statement 

Secretary  Reich.  Thank  you  very  much,  Mr.  Chairman  and  dis- 
tinguished members  of  the  subcommittee.  I  am  pleased  to  be  here 
today  to  discuss  the  Department's  accomplishments  and  our  re- 
quest for  fiscal  year  1997.  I  would  first  like  to  thank  you  Mr. 
Chairman  and  other  members  of  the  subcommittee,  and  when  Mr. 
Obey  arrives  I  would  like  to  thank  him.  This  was,  as  you  said,  an 
extraordinarily  difficult  year.  You  and  I  communicated  a  great 
deal.  I  found  your  knowledge  and  insight  and  help  a  kind  and  reas- 
suring voice  all  the  way  along.  And  there  were  policy  differences, 
and  there  will  continue  to  be  policy  differences,  but  I  think  that  be- 
cause of  the  hard  work  of  this  subcommittee  and  your  staff  and  all 
of  us,  we  got  through  the  budget  debate  and  we  did  very  well.  This 
was  a  long  and  hard  and  grueling  exercise.  We  can  now  get  on  with 
this  year  and  hopefully  we  can  get  on  with  next  year. 

The  Department's  fiscal  year  1997  budget  proposals  support  the 
President's  goals  by  working  in  partnership  with  American  busi- 
ness and  also  enhancing  the  skills  of  American  workers.  What  I 
would  like  to  do,  with  your  permission,  is  submit  my  formal  com- 
ments to  the  subcommittee  and  just  highlight  what  I  believe  are 
some  of  the  most  interesting  and  important  issues  we  have  for  the 
coming  year. 

As  you  know,  our  budget  is  built  on  the  foundation  of  accomplish- 
ments that  resulted  from  several  interrelated  tasks  and  goals  of 
the  Department  of  Labor  and  I  think  the  entire  American  society. 
One  is  a  better  prepared  workforce.  There  is  widespread  agree- 
ment, I  don't  think  there  is  anybody  that  disagrees.  There  maybe 
disagreements  about  method,  that  is  how  do  you  get  the  best  prep- 
aration, but  everybody  agrees  that  we  do  need  a  better  prepared 
workforce.  And  second,  promoting  workplace  safety  and  health; 
third,  ensuring  pension  security  of  America's  working  men  and 
women;  fourth,  enforcing  minimum  wages  and  working  conditions; 
and  fifth,  providing  the  best  economic  data  we  can  to  the  United 
States,  to  the  business  community,  to  other  members  of  the  public. 

PAST  YEAR  ACCOMPLISHMENTS 

I  would  like  to  begin  by  mentioning  just  a  few  of  our  major  ac- 
complishments during  this  past  year,  and  it  was  a  difficult  year. 
It  was  difficult  to  manage  through  the  uncertainties,  and  I  am  sure 
it  was  difficult  for  all  of  you.  To  begin,  we  did  manage  under  our 
School-to-Work  program  to  award  grants  to  19  States.  We  also  in- 
creased total  School-to-Work  States  to  27.  These  grants  make  it 
possible  to  provide  opportunities  for  hundreds  of  thousands  of  stu- 
dents to  prepare  for  careers.  Mr.  Chairman,  as  I  travel  around  the 
country  I  am  impressed  repeatedly  by  what  I  hear  and  what  people 
tell  me  about  School-to-Work,  that  it  is  working,  that  it's  keeping 
kids  in  school,  that  it's  having  a  big  impact. 

We  increased  Job  Corps  placements  in  jobs  paying  over  $6.00  per 
hour  and  that  increase  was  37  percent,  a  37  percent  increase  in  Job 
Corps  placements  over  $6.00  an  hour.  The  effectiveness  of  Job 
Corps  is  continuing  to  improve  and  there  is  a  greater  emphasis  on 
performance  standards.  Some  73  percent  of  Job  Corps  graduates 
have  been  placed  in  jobs  or  further  education  overall.  Mr.  Chair- 


man,  I  know  how  you  and  other  members  of  the  subcommittee  are 
interested  in  knowing  what  works,  actually  having  the  data.  I  will 
try  to  give  you  as  much  as  I  can  in  my  testimony  and  within  the 
questions  and  answers  back  and  forth  because  we  have  more  evi- 
dence about  what  works  and  we  are  shifting  more  resources  in  the 
direction  of  what  does  work. 

Summer  employment,  provided  opportunities  to  about  half  a  mil- 
lion young  people  during  the  summer  of  1995,  with  two  out  of  three 
enrolled  in  education  services.  Again,  we  know  this  program  helps 
youth  stay  in  school  and  gets  them  back  to  the  road  toward  better 
jobs. 

One-Stop  Career  Centers,  we've  talked  about  this  for  the  past 
couple  of  years,  implementation  grants  went  out  to  10  States  which 
increases  the  total  to  16  States.  Now,  6  of  these  States  have  al- 
ready opened  the  doors  to  26  new  One-Stop  Centers,  another  27 
new  One-Stop  Centers  in  the  next  three  months.  These  are  taking 
off.  Individually,  I've  had  the  opportunity  to  talk  with  many  of  you 
about  One-Stop  Centers.  These  centers  are  the  building  blocks  for 
consolidation  of  the  workforce  development  system.  We're  hoping 
that  the  new  Careers  Act  legislation  will  facilitate  this  consolida- 
tion. But  the  key  building  block  is  the  One-Stop  Center  and  we  are 
moving  on  that. 

Another  key  building  block  of  the  Careers  Act  and  the  One-Stop 
Center  is  information  about  what  jobs  are  available,  where  they 
are,  and  who  has  the  best  placement  rates.  We  are  implementing 
America's  Job  Bank  data  base  on  the  Internet.  That  is  a  24  hour 
a  day  web  site  providing  access  to  400,000  job  openings  daily.  In 
fact,  I'm  told  that  during  the  month  of  April  just  ending,  there 
were  5,000,000  visits  to  that  particular  place  on  the  Internet.  This 
is  one  of  the  most  popular  places  on  the  Internet.  This  is  another 
example  of  how  we  are  not  only  keeping  up,  but  ahead  of  what  peo- 
ple actually  need  and  we're  responding  to  those  needs. 

Regarding  worker  protections,  let  me  just  highlight  a  couple  of 
things.  Our  campaign  against  sweatshops  in  the  United  States  is 
continuing.  We  recovered  more  than  $1.1  million  for  2,800  workers 
by  conducting  550  investigations  to  eradicate  sweatshops  in  the 
garment  centers  of  this  country,  and  I'll  talk  more  about  that  in  a 
little  while.  It  is  a  very  important  part  of  the  Government's  policy 
to  discourage  undocumented  aliens,  among  other  things.  Obviously, 
it's  important  on  its  own  grounds  to  make  sure  that  people  are  not 
working  in  sweatshops  in  the  United  States. 

With  regard  to  401(k)  pensions,  we  have  taken  steps,  as  some  of 
you  know,  to  make  sure  that  the  system  is  working  even  better.  It 
is  a  sound  system.  Every  time  I  talk  about  it  I  emphasize  the 
401(k)  system  is  a  good  system,  but  it  is  growing  so  fast  that  we 
have  got  to  make  sure  that  there  are  not  a  few  apples  in  that  bar- 
rel that  are  going  to  divert  wittingly  or  unwittingly  401(k)  con- 
tributions to  purposes  other  than  into  401(k)  plans.  We've  recov- 
ered $3.3  million  for  401(k)  plan  participants  and  $192  thousand 
for  health  care  plan  participants  as  part  of  our  pension  and  health 
care  enforcement  actions. 

We've  increased  special  mine  inspections  aimed  at  discrete  haz- 
ards by  30  percent  over  the  past  year.  With  regard  to  OSHA  re- 
forms, and  I  know  several  of  you  are  interested  in  this,  based  on 


the  exceptional  success  with  the  Maine  200  Program,  similar  pro- 
grams in  Wisconsin  and  New  Hampshire  are  achieving  positive  re- 
sults. This  program,  again,  for  those  of  you  who  may  not  have  been 
following  this,  this  is  a  program  that  really  encourages  manage- 
ment and  employees  to  work  together  to  promote  safety.  We've  had 
enormous  progress  and  shown  great  results  in  Maine.  We  are  pro- 
moting this  program  around  the  country. 

We  accomplished  these  items  and  others  that  are  listed  in  my 
formal  testimony  and  many  others  that  we  didn't  even  list,  com- 
pleted under  the  most  difficult  circumstances  faced  by  the  Depart- 
ment due  to,  again,  seven  months  of  funding  uncertainty. 

Congressman  Obey,  before  you  walked  in  I  complimented  you.  I 
want  to  compliment  you  as  well  as  the  Chair  for  your  valiant  ef- 
forts on  behalf  of  the  Department  and  the  American  people  in 
terms  of  getting  a  compromise  on  the  FY  1996  appropriations.  Al- 
though a  lot  of  people  worked  very,  very  hard  and  it  took  a  long 
time  to  come,  everyone  is  extremely  appreciative  of  your  efforts,  the 
Chairman's  efforts,  this  subcommittee's  efforts  to  make  that  hap- 
pen. 

BALANCED  BUDGET 

While  the  President's  budget  proposes  to  balance  the  budget  by 
the  year  2002,  I  want  to  remind  the  committee  that  he  has  stead- 
fastly supported  education  and  job  training  along  with  basic  worker 
protections  of  health,  safety,  pensions,  wages,  hours,  and  working 
conditions,  and  the  prevention  of  job  discrimination.  And,  our  fiscal 
year  1997  budget  request  reflects  those  priorities.  I  want  to  remind 
you  also  that  although  the  Labor  Department  only  represents  a  lit- 
tle over  2  percent  of  the  entire  domestic  discretionary  budget  in  the 
United  States,  we  have  enormous  responsibilities,  the  committee 
has  enormous  responsibilities,  and  we  are  proceeding  on  the  basis 
of  very  limited  resources  to  fulfill  those  responsibilities. 

CAREERS  ACT 

Just  before  I  get  into  a  little  bit  more  detail  on  job  training,  the 
job  training  legislation  now  pending  before  Congress,  I  mentioned 
before  that  the  Careers  Act  would  significantly  reform  the  delivery 
of  employment  and  training  programs.  I  am  hopeful  that  Congress 
can  work  out  its  differences  soon.  This  is  a  bipartisan  bill  and  this 
represents  many  of  the  objectives  we  have  been  talking  about  for 
several  years  in  terms  of  consolidating  job  training  programs,  pro- 
viding people  with  good  information,  accurate  information,  and 
ideally  vouchers  so  if  they've  lost  a  job  they  can  get  training  when 
they  need  it  under  circumstances  that  they  need  it.  The  collapse  of 
separate  training  programs,  streamlining  access,  injecting  choice 
and  responsibility  does  have  bipartisan  support  and  I'm  hopeful 
that  we  can  get  it  done  in  this  Congress. 

Again,  one  of  the  keys  to  that  consolidation  is  "One-Stop  shop- 
ping." The  Administration  is  requesting  a  total  of  $1.3  billion  to 
provide  services  to  636,600  dislocated  workers.  We  are  also  re- 
questing $947  million  to  assist  approximately  407,000  economically 
disadvantaged  adults.  These  funds,  totalling  $2.2  billion,  will  be 
used  by  States  and  localities  to  provide  services  to  the  disadvan- 
taged and  to  dislocated  workers  both  for  training  and  other  services 


available  through  the  one-stop  system.  To  help  the  transition  to  the 
new  workforce  delivery  system  that  I  mentioned  to  you  a  moment 
ago,  we're  also  seeking  authority  to  give  States  and  localities  flexi- 
bility to  move  up  to  20  percent  between  programs  for  disadvan- 
taged under  Title  II-A  and  also  dislocated  programs  under  Title 
III. 

The  administration  is  also  requesting  a  total  of  $2.6  billion  for 
several  programs  that  assist  young  people  in  making  a  successful 
transition  to  the  world  of  work  and  family  responsibility.  First,  the 
Department  of  Education  and  Labor  requests  $200  million  each  to 
continue  assisting  States  to  develop  and  implement  School-to-Work 
systems.  Congress  passed,  as  you  know,  the  School-to-Work  Ap- 
prenticeship Opportunities  Act  in  1994  on  a  bipartisan  basis.  Since 
then,  27  States  have  received  implementation  grants,  44  States 
have  received  planning  grants. 

This,  I  would  like  to  remind  the  subcommittee,  is  a  very  different 
conception  of  federalism  because  this  is  a  competitive  grant  system, 
this  is  not  a  formula-based  system.  We  are  saying  to  each  locality 
that  is  competing  you  have  to  meet  certain  very  specific  but  very 
simple  objectives  in  terms  of  leveraging  this  money.  This  is  work- 
ing very  well.  It's  only  a  five  year  program  that  will  be  phased  out. 
Again,  a  kind  of  seed  capital  program.  We  are  asking,  again,  $200 
million  each  for  Education  and  Labor. 

In  order  to  assure  that  low  income  young  people  have  an  oppor- 
tunity to  gain  that  first  job,  use  some  of  the  skills  they've  learned 
in  school  and  build  their  knowledge  of  the  demands  of  the  work- 
place, the  Department  also  requests  $871  million  for  summer  youth 
employment  and  training  opportunities  for  574,000  low  income 
youth  across  the  United  States.  We're  also  asking  $127  million  for 
year-round  services  for  75,900  low  income  youth,  many  of  whom 
are  no  longer  in  high  school.  These  combined  funds  will  help  sup- 
port efforts  by  workforce  development  boards  to  assure  that  at-risk 
young  people  will  be  served  in  some  modest  way  in  the  new  em- 
ployment and  training  system. 

In  anticipation  of  the  new  legislation,  we're  also  seeking  contin- 
ued authority  to  permit  States  and  localities  to  transfer  up  to  100 
percent  of  funds  between  the  summer  and  the  year-round  programs 
in  accordance  with  needs  as  determined  by  decision-makers  on  the 
scene,  not  far  away  in  Washington,  D.C. 

The  administration  also  requests  $1.2  billion  for  Job  Corps  to 
support  a  total  of  119  centers,  including  four  new  centers  which 
were  previously  approved  by  Congress.  Again,  I  want  to  remind  the 
subcommittee  these  centers  continue  to  serve  some  of  the  most  dis- 
advantaged young  people  in  the  United  States,  both  school  and 
work-based  learning  in  a  residential  setting.  Job  Corps  is  the  Na- 
tion's largest  employment  and  training  program  for  at-risk  youth. 
The  current  program  operates  110  centers  in  46  States  and  over 
the  next  2  years,  as  I've  said,  we'll  be  opening  nine  new  Job  Corps 
centers.  One,  Mr.  Chairman,  I  am  happy  to  say  is  in  Chicago  and 
is  scheduled  to  open  in  the  fall  of  1997  to  serve  approximately  350 
students. 


OPPORTUNITY  AREAS  FOR  OUT-OF-SCHOOL  YOUTH 

But  even  with  school-to-work  reforms,  year-round  and  summer 
youth  employment  programs,  and  the  Job  Corps,  the  problems  fac- 
ing impoverished  young  people,  particularly  those  who  are  out  of 
school,  are  enormous.  In  some  high  poverty  urban  neighborhoods 
dropout  rates  exceed  60  percent  and  less  than  half  of  all  out  of 
school  youth  are  employed.  Among  male  high  school  dropouts,  in 
some  poor  areas  three-quarters  of  those  between  25  and  34  are  un- 
employed. I  don't  have  to  remind  this  subcommittee  about  the  ex- 
pense and  cost  to  society  because  of  the  difficulty  in  effectively 
serving  youth  in  high  poverty  areas.  The  administration  is  also  re- 
questing $250  million  for  a  pilot  project  we  call  "Opportunity  Areas 
for  Out-of-School  Youth."  We  would  welcome  the  opportunity  to 
work  with  the  subcommittee  on  its  details. 

Essentially,  this  pilot  project  would  increase  employment  among 
out-of-school  youth  in  high  poverty  areas  to  80  percent;  that's  our 
goal.  Again,  it  would  be  a  competitive  grant  system  like  School-to- 
Work  that  would  phase  out  after  five  years.  Federal  funds  would 
be  competitive  seed  grants  used  to  leverage  State  and  local  as  well 
as  private  funds  to  sustain  public-private  efforts  to  train  and  em- 
ploy youth  residents  in  private  sector  jobs.  The  Federal  share 
would  decline  over  five  years  as  the  share  funds  from  other  sources 
increased.  Again,  the  School-to-Work  model  has  worked  so  well  and 
this  is  such  a  very  difficult  population  to  serve  that  we  wanted  to 
try  it. 

WORKER  PROTECTION 

With  regard  to  protecting  workers,  very  briefly,  in  fiscal  year 
1997  the  Department  is  requesting  $85.4  million  for  the  Pension 
and  Welfare  Benefits  Administration.  This  increase  of  $11  million 
will  enable  the  PWBA  to  complete  the  design  and  development  of 
the  electronic  filing  initiative.  This  initiative  which  was  rec- 
ommended by  the  Vice  President  in  the  Report  on  the  National 
Performance  Review  will  work  towards  a  new  system  and  computer 
software  for  the  processing  of  the  form  5500  series  of  financial  data 
required  under  ERISA.  The  IRS  and  the  Pension  Benefit  Guaranty 
Corporation  will  also  benefit  from  this  new  system  in  terms  of  effi- 
ciencies. 

An  additional  $4.4  million  and  44  full  time  equivalent  personnel 
is  requested  for  401(k)  enforcement.  This  has  become  increasingly 
important,  having  increased  from  17,000  plans  covering  7.5  million 
people  in  1984  to  140,000  plans  covering  22  million  in  1992.  An  in- 
crease of  $2  million  is  requested  for  our  public  education  and  as- 
sistance programs  to  make  sure  that  wittingly  or  unwittingly  these 
funds  are  not  diverted. 

ILLEGAL  IMMIGRATION 

The  Department  has  included  an  increase  of  $15.2  million  and 
200  full  time  equivalent  personnel  to  curb  illegal  immigration 
through  stronger  worksite  enforcement.  This  is  particularly  for  in- 
dustries and  in  areas  of  the  country  where  we  have  had  problems 
with  undocumented  aliens.  The  Department's  primary  role  will  be 
to  reduce  the  economic  incentive  to  hire  illegal  workers  through 


targeted  enforcement  of  existing  labor  standards  in  the  workplace. 
The  immigration  bill  which  is  now  working  its  way  through  Con- 
gress authorizes  major  increases  in  personnel  in  the  Labor  Depart- 
ment for  this  particular  purpose.  So  we're  carrying  through  on  Con- 
gressional intent  with  regard  to  better  and  more  targeted  enforce- 
ment to  reduce  the  incentives  to  employers  to  hire  undocumented 
aliens. 

DAVIS-BACON  ACT 

We're  also  seeking  an  increase  of  $3.8  million  to  improve  the  in- 
tegrity and  accuracy  of  prevailing  wage  and  fringe  benefit  deter- 
minations under  the  Davis-Bacon  Act.  These  additional  resources 
are  required  to  develop  and  implement  improved  methodologies  to 
determine  prevailing  wages  through  econometric  modeling  based 
on  available  wage  data  and  to  develop  improvements  in  verifying 
the  accuracy  of  current  surveys. 

OSHA  PARTNERSHIPS 

For  the  Occupational  Safety  and  Health  Administration  we're 
seeking  an  increase  of  $21.8  million  and  283  additional  full  time 
equivalent  personnel  primarily  for  our  partnership  initiative.  This 
is  to  design  and  redesign  OSHA's  field  offices  to  foster  new  partner- 
ships with  employers  and  workers  to  improve  worker  protections. 
New  multi-discipline  teams  will  define  and  target  and  implement 
programs  to  address  those  workplaces  and  work  processes  with  the 
most  acute  problems. 

Another  very  important  feature  of  the  partnership  initiative  is  a 
provision  for  small  business  specialists  to  address  the  specific 
needs  of  small  businesses  and  to  work  with  them.  We  have  already 
begun  on  a  pilot  basis  handling  informal  complaints  using  tele- 
phone and  fax  instead  of  letters.  The  reduced  time  is  really  stag- 
gering here.  In  Atlanta,  we  have  reduced  the  time  between  a  com- 
plaint and  abatement  from  32  days  to  8  days;  in  Columbus,  from 
35  days  to  11  days;  in  Wichita,  Kansas,  from  39  days  to  9  days. 
Now  that's  the  kind  of  customer  service  we  want  to  expand  upon. 

I  want  to  also  mention  an  increase  of  $10  million  and  12  full 
time  equivalent  personnel  to  streamline  and  improve  the  regu- 
latory process  here  as  recommended  by  the  Vice  President's  Na- 
tional Performance  Review.  Our  objectives  here  are  to  accelerate 
the  process  which  turns  outdated  technical  standards  into  sensible 
and  simple  and  realistic  rules,  and  increase  stakeholder  involve- 
ment in  the  regulatory  process,  including  negotiating  rulemaking. 
Let  me  give  you  one  example  here.  We  have  a  current  regulation 
that  describes  the  minimum  capacity  for  fire  escape  routes.  It  cur- 
rently takes  almost  300  words  including  a  complicated  graph.  Now 
our  proposed  change  boils  this  down  to  36  words  and  we  take  out 
the  table  and  the  graph.  We  want  to  accelerate  this  process  be- 
cause simplifying  is  good  for  workers — it's  also  good  for  businesses. 

In  1990,  OSHA  issued  over  5,000  citations  for  failing  to  put  up 
a  simple  OSHA  poster.  This  is  the  poster  you  have  seen.  In  1990, 
5,000  citations,  on  average  $400  each  for  failing  to  put  up  that 
poster.  You  know  what  we're  doing  now?  When  we  find  that  a  post- 
er is  not  hung,  we  give  the  employer  the  poster.  No  fines.  No  cita- 
tion. Again,  this  common  sense  approach  to  regulation  is  what 
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we're  trying  to  invoke  through  the  expansion  of  Maine  200  and  also 
through  sensible  regulation  and  rulemaking. 

CONSUMER  PRICE  INDEX  (CPI) 

The  Department  requests  an  increase  of  $4.6  million  and  63  full 
time  equivalent  personnel  for  the  revision  of  the  Consumer  Price 
Index.  Revision  of  the  CPI  is  a  multi-year  effort  and  this  revision 
will  be  completed  over  a  six  year  period.  The  CPI  obviously  is  the 
principal  source  of  information  concerning  trends  and  consumer 
prices.  We  do  need  those  additional  resources  to  get  this  job  done. 

STREAMLINING  REDUCTIONS 

Finally,  Mr.  Chairman,  let  me  just  mention  we  have  already 
achieved  in  the  Department  the  12  percent  streamlining  reduction 
goal  targeted  for  1999.  When  I  came  to  the  Department  we  had 
18,237  Full  Time  Equivalent  (FTE)  employees.  That  streamlining 
reduction  goal  gets  us  down  to  16,100  FTE  even  though,  when  as 
you  know,  our  responsibilities  with  regard  to  everything  from  the 
Family  Medical  Leave  Act  all  the  way  through  One-Stop  Career 
Centers,  all  of  this  regulatory  reform,  those  responsibilities  have 
continued  to  grow  and  there  are  many  more  workers  at  work  sites. 

Opening  Statement  Summary 

In  summary,  we  believe  that  the  Department's  budget  supports 
the  President's  commitment  to  balance  the  budget  in  seven  years. 
It  adheres  to  the  goals  of  the  Vice  President's  National  Perform- 
ance Review  by  streamlining  organizational  structures,  by  imple- 
menting management  improvements,  and  it  focuses  our  resources 
on  the  development  of  economic  security  for  the  majority  of  work- 
ing families  in  terms  of  skills,  pensions,  the  concerns  that  people 
have  with  regard  to  ensuring  that  they  do  get  a  minimum  wage 
and  overtime,  ensuring  that  the  workplace  is  a  place  that  they  can 
trust. 

I  thank  the  subcommittee  for  the  opportunity  to  talk  with  you 
today  and  to  present  our  budget.  Mr.  Chairman,  members  of  the 
subcommittee,  this  concludes  my  prepared  statement.  I  would  be 
happy  to  answer  any  questions  that  any  of  you  may  have. 

[The  prepared  statement  follows:] 


STATEMENT  OF  ROBERT  B.  REICH 

SECRETARY  OF  LABOR 

BEFORE  THE 

SUBCOMMITTEE  ON  LABOR,  HHS,  EDUCATION  AND  RELATED  AGENCIES 

COMMITTEE  ON  APPROPRIATIONS 

UNTIED  STATES  HOUSE  OF  REPRESENTATIVES 

MAY  7, 1996 


Mr.  Chairman  and  Distinguished  Members  of  the  Subcommittee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the  Department's 
accomplishments  and  our  FY  1997  request.   I  would  first  like  to  thank  you  Mr. 
Chairman  and  Ranking  Minority  Member  Obey,  and  other  members  of  the 
Subcommittee  who  worked  long  and  hard  to  forge  the  FY  1996  budget  agreement  tliat 
was  enacted  on  April  26,  1996.  We  can  now  get  on  with  the  people's  business. 

The  Department's  FY  1997  budget  proposals  support  the  President's  goals  by 
working  in  partnership  with  American  business  and  by  investing  in  our  human  capital- 
-investments  important  to  this  nation  that  we  believe  will  yield  a  tremendous  return  for 
American  workers,  businesses  and  their  communities.  Through  a  vast  network  of 
statutory  responsibilities,  the  Department  of  Labor  is  involved  in  the  work  lives  of 
most  Americans. 

This  budget  is  built  on  the  foundation  of  our  accomplishments  that  have 
resulted  from  a  careful  strategy  developed  to  create  a  better-prepared  workforce 
through  effective  employment  and  training  assistance;  by  promoting  workplace  safety 
and  health  and  support  to  small  businesses;  by  ensuring  the  pension  security  of 
America's  working  men  and  women;  and  by  ensuring  that  employees  have  minimum 
wages  and  working  conditions  afforded  them  by  law.  Also,  the  Department's  Bureau 
of  Labor  Statistics  produces  many  of  the  principal  economic  indicators  which  form  the 
backbone  of  economic  intelligence  for  public  and  private  strategic  planning.    I  would 
like  to  begin  by  mentioning  just  a  few  of  our  major  accomplishments  during  this  past 
year: 

•  Awarded  implementation  grants  to  19  states  which  increased  total 

School-to- Work  states  to  27.  These  grants  make  it  possible  to  provide 
opportunities  for  hundreds  of  thousands  of  students  to  prepare  for 


Increased  Job  Corps  placements  in  jobs  paying  over  $6.00  per  hour  by 
37  percent.   The  overall  effectiveness  of  Job  Corps  continues  to 
improve,  and  the  high  quality  of  training  and  education  being  received 
by  Job  Corps  students  translates  into  higher  earnings  and  greater  self- 
sufficiency  for  Jobs  Corps  graduates. 
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Provided  summer  employment  to  about  one-half  million  youths  with 
two  out  of  three  enrolled  in  education  services. 

Awarded  One-Stop  Career  Center  implementation  grants  to  10  states 
which  increases  the  total  to  16  states.  The  Career  Centers  will  provide 
an  opportunity  for  the  56  million  civilian  workers  and  the  first-time 
labor  force  entrants  in  these  states  to  access  essential  job  and  career 
information  easily. 

Awarded  grants  to  all  States  to  develop  America's  Labor  Market 
Information  System  —  an  easily  accessible  and  comprehensive  source  of 
local  information  on  which  jobs  are  available,  which  skills  are  in 
demand,  which  occupations  are  growing  and  which  are  declining,  and 
on  the  performance  and  job  placement  records  of  local  training 
institutions. 

Implemented  America's  Job  Bank  database  on  the  Internet  and  provided 
access  to  400,000  job  openings  daily. 

Conducted  nearly  300,000  employment  eligibility  verification 
compliance  inspections  and  maintained  a  continuing  program  of 
employer  education  regarding  their  employment  verification  and  anti- 
discrimination  responsibilities. 

Recovered  nearly  $1.7  million  in  wages  that  should  have  been  paid  to 
400  workers  admitted  for  temporary  employment  under  the  H- IB  visa 
program. 

Recovered  more  than  $1.1  million  for  2,800  workers  by  conducting  550 
investigations  to  eradicate  "sweatshops"  in  the  garment  centers. 

Lowered  pension  underfunding  through  legal  reforms  and  an  "early 
warning"  program  by  working  with  companies  to  structure  corporate 
transactions  to  protect  pensions. 

Returned  $8.4  million  to  401(k)  plans  as  of  March  31,  1996,  as  a  result 
of  an  Employee  Contribution  Project.  These  funds  will  be  returned  to 
plan  participant's  accounts  along  with  lost  earnings. 

Increased  special  mine  inspections  aimed  at  discrete  hazards  by  30 
percent. 

Developed  and  published  customer  service  standards  in  all  major 
agencies. 
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Announced  a  solution  to  a  subtle  and  pervasive  bias  in  the  CPI  because 
of  the  introduction  of  new  items  into  the  index  either  through  sample 
rotation  or  through  item  substitutioa 

•  Based  on  the  exceptional  success  with  OSHA  Maine  200  program, 
similar  programs  in  Wisconsin  and  New  Hampshire  are  achieving 
positive  results  and  the  program  will  be  implemented  in  six  new  states. 

Assisted  566,000  veterans  into  jobs  through  the  combined  efforts  of 
State  Employment  Security  Agencies  and  their  Veterans'  Employment 
and  Training  Service  funded-staff.    Also,  conducted  over  3,500 
transition  assistance  employability  and  job  search  workshops  for 
152,000  servicemembers  and  their  spouses.  The  priority  of  services 
given  to  veterans  and  intense  efforts  to  get  them  jobs  is  evidenced  by 
their  3.4%  unemployment  rate  by  the  end  of  the  fiscal  year. 

•  Also,  while  the  Department's  FTE  has  steadily  declined  since  1992, 
consistent  with  a  trend  beginning  in  1980,  there  has  been  a  significant 
increase  during  this  period  in  the  number  of  working  men  and  women 
in  the  American  Labor  force.  For  example,  the  Department's  FTE  has 
been  reduced  from  23,841  in  1980,  to  16,655  in  FY  1996,  while  U.S. 
employment  increased  from  99.3  million  to  124.9  million.  As  the 
Department's  staffing  declined  by  30  percent,  the  population  served  — 
America's  workers  -  increased  by  26  percent. 

We  accomplished  these  items,  many  of  which  were  completed  in  FY  1996, 
under  the  most  difficult  of  circumstances  faced  by  the  Department  due  to  seven 
months  of  funding  uncertainty. 

The  President's  economic  program  emphasized  one  primary  concern  -  to  raise 
the  standard  of  living  for  average  Americans  now  and  in  the  future.  While  the 
President's  budget  proposes  to  balance  the  budget  by  2002,  he  has  steadfastly 
supported  education  and  training  along  with  the  basic  protection  of  workers'  health  and 
safety,  pensions,  wages,  hours  and  working  conditions,  and  prevention  of  job 
discrimination.  The  FY  1997  request  reflects  these  priorities. 

So,  the  national  conversation  we  are  now  having  about  wages,  about  jobs,  and 
about  the  anxiety  felt  by  many  Americans  in  an  era  of  vast,  momentous  economic 
change  is  key.  How  do  we  continue  to  make  the  American  dream  of  opportunity 
available  to  all  who  are  willing  to  work  for  it? 

Unemployment  and  inflation  rates  are  at  their  lowest  combined  level  in  nearly 
three  decades.  Unemployment  has  stayed  under  six  percent  18  straight  months.  In 
three  years  our  economy  has  created  8.5  million  new  jobs.  And  every  year,  more  and 
more  of  them  are  good,  higher-paying  jobs.  Companies  are  doing  well.  Last  year,  the 
Fortune  500  enjoyed  an  average  profit  rate  of  13  percent. 
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This  is  an  era  of  extraordinary  dynamism  and  change,  similar  in  scope  to  the 
industrial  revolution  that  moved  people  from  farm  to  factory.  And  like  that  earlier 
transition,  this  one  is  perilous  for  many  people. 

In  every  advanced  economy,  demand  is  rapidly  shifting  in  favor  of  people  with 
high  skills  and  against  people  without  them.  The  earnings  of  the  former  are  rising, 
while  the  earnings  of  the  latter  are  dropping~or  they  simply  become  unemployed. 

Those  who  remain  trapped  in  the  old  economy  either  don't  know  what  skills 
are  in  demand,  cannot  afford  the  cost  of  getting  them,  feel  too  old  to  learn,  or  cannot 
easily  uproot  themselves  and  their  families  and  move  to  the  emerging  jobs.  As  a 
result,  too  many  Americans  who  lose  their  jobs  never  catch  up  with  the  earnings  and 
benefits  they  once  had. 

Training  in  job-related  skills  is  the  best  way  to  ensure  a  rising  standard  of 
living  for  ordinary  American  workers.  This  country  is  built  on  a  promise  that  anyone 
who  works  hard  and  plays  by  the  rules  has  a  fair  chance  for  success.  Today,  that 
success  is  linked  to  education  and  training  more  than  at  any  time  in  our  Nation's 
history. 

The  job  training  legislation  now  in  conference— the  CAREERS  Act  and  the 
Workforce  Development  Act-would  significantly  reform  the  delivery  of  employment 
and  training  programs,  and  I  am  hopefiii  that  Congress  can  work  out  its  differences 
and  soon  complete  action  on  this  bill.    The  President  has  stated  the  critical 
importance  of  legislation  to  give  a  fair  chance  to  Americans  to  equip  themselves  with 
the  skills  and  information  needed  to  compete  in  the  new  economy.   He  has 
emphasized  the  need  to  collapse  many  separate  job  training  programs,  greatly 
streamline  access  to  these  services,  inject  choice  and  individual  responsibility,  and 
make  the  services  more  effective. 

For  decades,  job  training  and  education  and  employment  programs  have 
enjoyed  bipartisan  support,  and  there  now  seems  to  be  a  reasonable  consensus  on  what 
we  can  do  to  improve  these  programs.  For  example,  we  agree  that  services  to  adult 
workers  will  be  improved  by  streamlining  access  to  them  through  One-Stop  Centers. 
In  doing  so,  we  must  not  abandon  or  reduce  our  commitment  to  "dislocated  workers," 
and  ensure  that  they  will  have  training  resources  they  need.   We  must  also  ensure  that 
they  will  be  able  to  make  their  own  informed  choices  for  learning  new  skills  to  find 
new  and  better  jobs. 

There  is  a  reasonable  consensus  that  services  to  youth  will  be  significantly 
improved  by  extending  the  School-to- Work  model.   This  will  enable  schools,  colleges, 
and  the  private  sector  in  each  local  community  to  offer  all  youth  work-based  learning 
opportunities  and  clear  pathways  to  good  jobs,  rewarding  careers  and  lifelong  learning. 
To  achieve  this  objective,  we  need  to  make  sure  that  each  State  has  sufficient  support 
to  complete  implementation  of  its  School-to- Work  plan. 
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We  offer  our  assistance  to  craft  a  bipartisan  bill  that  the  President  can  sign  - 
one  that  will  ensure  that  the  new  workforce  development  system  is  effective  in 
enhancing  the  skills  and  opportunities  available  to  our  current  and  future  workers. 

DEPARTMENTAL  OVERVIEW 

The  Department's  budget  is  designed  to  keep  the  President's  commitment  to  a 
balanced  budget  while  investing  in  the  nation's  bottom  line-a  globally  competitive 
workforce. 

The  proposed  budget  request  before  the  Committee  for  the  Department  of 
Labor  in  FY  1997  is  $12.4  billion.  The  amount  requested  to  be  appropriated  by  this 
Committee  is  $1.3  billion  above  our  FY  1996  enacted  level  and  419  FTE  above  our 
FY  1996  enacted  level  for  a  total  of  17,074  full-time  equivalent  (FTE)  staff. 

The  Department's  budget  is  grouped  around  key  themes  of:  (1)  Giving 
Americans  the  Tools  to  Succeed  in  this  new  economy  through  effective  training  and 
employment  services  for  youth  and  adults;  (2)  Easing  the  Transition  from  Job  to  Job 
with  programs  both  for  dislocated  and  incumbent  workers;  (3)  Enhancing  Pension 
Security;  (4)  Ensuring  Worker  Protection;  and  (5)  Improving  Economic  Indicators  to 
provide  key  economic  forecasting  tools  for  the  private  and  public  sector. 

GIVING  AMERICANS  THE  TOOLS  TO  SUCCEED 

A  variety  of  initiatives  provide  training,  education  and  skill  development  for 
America's  youth  as  they  prepare  for  work  and  the  development  and  upgrading  of  skills 
for  adults  to  compete  in  the  global  economy. 

Unemployment  among  all  youth  is  currently  16  percent,  while  the  rate  among 
black  youth  is  34  percent.  Left  unchecked,  this  unacceptable  situation  will  lead  to  a 
future  workforce  which  is  unprepared  unproductive,  and  a  drain  on  the  resources  of 
our  Nation. 

For  FY  1997,  the  Department  has  requested  $3.6  billion  for  assisting  America's 
workers  with  the  tools  to  succeed,  an  increase  of  $732  million.  Within  this  total  the 
Department  funds  several  youth  programs: 

Opportunity  Areas  for  Out-of-School  Youth  .  The  FY  1997  request  proposes 
to  fund  a  new  initiative  to  address  the  special  problems  of  out-of-school  youth. 
Funding  of  $250  million  a  year  is  requested  to  provide  grants  of  approximately  $14 
million  a  year  each  to  15  to  20  high-poverty  urban  and  rural  communities.  These 
competitive  matching  grants,  which  will  be  distributed  to  selected  Empowerment 
Zones  (EZ)/  Enterprise  Communities  (EC)  and  other  communities  meeting  EZ/EC 
criteria,  are  expected  to  assist  an  estimated  50,000  youth  a  year. 
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With  the  problem  of  high  employment  in  the  inner  cities,  we  should  be  giving 
our  inner  city  youth  something  to  say  "yes"  to~and  to  do  it  in  the  spirit  of  the 
President's  call  for  partnership  between  our  Federal  government,  our  cities  and  states, 
and  the  private  sector.  With  nearly  half  of  our  inner  city  kids  dropping  out  of  high 
school,  we've  got  to  find  ways  to  keep  them  there,  or  in  some  alternative  learning 
environments.  I  believe  we  can.  I've  seen  it  work. 

In  Detroit,  I've  met  with  young  adults  involved  in  a  school-to-work  program 
called  Project  Focus  Hope,  in  which  they  trained  for  high-tech  industrial  jobs.   You 
wouldn't  believe  how  excited  they  become  when  they  talk  about  the  relationship 
between  what  they  learn  in  class  and  how  they  apply  that  knowledge  to  their  job-skills 
training. 

I've  toured  the  East  LA  Skills  Center,  where  former  gang  members  are  being 
trained  to  be  automobile  electronics  technicians.  As  automobiles  become  more 
sophisticated,  it  is  clear  that  these  are  the  high-wage,  high-skill  jobs  of  the  future. 
And  what  is  remarkable  is  the  change  that  comes  over  these  kids  as  they  develop  their 
skills  and  begin  to  see  opportunities  opening  up  to  them.  It  affects  their  whole 
personalities. 

This  new  out-of-school  youth  initiative  is  firmly  grounded  in  the  elements  of 
successful  programs  identified  by  GAO  in  a  recent  report.  We  are  building  on  our 
demonstration  programs  and,  based  on  that  experience,  designing  new  programs 
around  what  works,  including  the  Center  for  Employment  Training,  YouthBuild,  and 
Conservation  Corps  type  programs.  In  view  of  the  importance  of  beginning  the  new 
initiative,  it  will  be  undertaken  utilizing  legislative  authority  under  Title  IV  of  JTPA. 

The  Job  Corps,  funded  under  the  authority  of  the  Job  Training  Partnership  Act 
(JTPA),  will  continue  to  provide  intensive  skill  training,  academic  and  social 
education,  and  improve  services  to  an  estimated  68,300  severely  disadvantaged  -  the 
hardest  to  serve  ~  young  people  at  1 19  centers.  The  1997  budget  requests  $1.2 
billion,  an  increase  of  $59.6  million  for  increased  costs,  and  the  opening  of  new 
centers  financed  in  prior  years.  Five  new  centers  will  be  activated  in  Program  Year 
(PY)  1996,  while  four  more  will  be  brought  on  line  in  PY  1997.  Job  Corps  continues 
to  be  a  very  effective  program.  It  returns  $1.46  to  society  for  every  dollar  invested. 
We  are  proud  of  the  improvements  in  outcomes  which  we've  made  in  this  program 
over  the  past  two  years.    In  1995,  73  percent  of  students  leaving  the  program  were 
placed  in  jobs  or  iurther  education,  up  from  64  percent  during  the  previous  year. 

The  Sumngr  Youth  Employment  and  Training  Program,  funded  by  JTPA, 
provides  disadvantaged  youth  with  a  summer  employment  experience,  as  well  as 
academic  enrichment.   This  program  serves  kids  at  a  critical  time  in  their  lives, 
helping  them  stay  in  school  and  graduate.  It  provides  low-income  young  people  with 
an  opportunity  to  gain  a  first  job,  use  some  skills  they've  learned  in  school  ,  and  build 
their  knowledge  of  the  demands  of  the  workplace.  A  total  of  $871  million  is 
requested  for  the  summer  of  1997  to  support  an  estimated  574,000  participants.  The 
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request  brings  the  total  for  the  program  nearly  back  to  the  level  available  to  states  in 
the  summer  of  1994.  The  increase  is  $246  million  above  the  $625  million  provided  in 
FY  1996.  In  terms  of  total  funds  available  (including  carryover)  to  States  in  FY  1996, 
this  FY  1997  level  is  only  a  $110  million  increase  over  FY  1996  for  an  estimated 
53,000  more  participants 

Youth  Training  Grants  under  authority  of  Title  II-C  of  the  Job  Training 
Partnership  Act  provide  formula  grants  to  communities  to  assist  economically 
disadvantaged  youth.  The  program  will  be  maintained  at  its  FY  1996  level  of  $127 
million,  providing  assistance  to  an  estimated  75,900  participants.  The  Administration 
proposes  to  continue  the  final  consolidation  provision  allowing  States  total  flexibility 
to  move  funds  between  JTPA  Title  II-B  and  II-C.  Despite  major  reductions  to  the 
program,  local  data  show  progress  over  the  past  year.  The  average  length  of  stay  has 
increased,  placement  rates  have  improved  to  43  percent,  and  wages  have  risen.  This 
positive  direction  comes  despite  assisting  more  hard-to-serve  young  people. 

The  School-to- Work  System  under  authority  of  the  School-to- Work 
Opportunities  Act,  is  administered  jointly  with  the  Department  of  Education  and  links 
education  and  employment  through  competitive  grants  to  States  and  communities.  The 
funds  will  help  build  systems  to  assist  youth  to  acquire  the  knowledge,  skills,  and 
labor  market  information  they  need  to  make  a  smooth  transition  from  school  to  career- 
oriented  work  or  to  further  education  and  training.  In  FY  1997,  $200  million  each  is 
requested  for  the  two  Departments  primarily  to  provide  State  implementation  grants  to 
all  States  that  have  met  the  School-to- Work  criteria  To  date,  44  States  have  received 
planning  grants  and  27  have  received  implementation  grants  to  begin  system-building 
and  to  convene  the  appropriate  stakeholders  and  new  players  to  redesign  each  States' 
education  and  employment  delivery  system. 

Adult  Training  Grants  provide  JTPA  formula  grants  to  assist  economically 
disadvantaged  adults.  The  program  will  be  funded  at  $947  million  in  FY  1997,  an 
increase  of  $97  million.  The  request  will  provide  assistance  to  an  estimated  407,600 
participants.  These  training  programs  for  adults  provide  the  opportunity  to  access 
employment  and  training  services  that  open  opportunities  to  gain  skills  for  those 
individuals  who  might  not  otherwise  be  able  to  participate  in  the  new  economy.  For 
1996,  these  programs  are  expected  to  provide  job  training  to  nearly  380,700 
economically  disadvantaged  adults. 

An  increase  of  $50  million  is  requested  for  a  new  initiative  on  Jobs  for 
Residents.   This  initiative  will  utilize  community  empowerment  networks  to  help 
unemployed  adults  and  youth  find  jobs  within  their  labor  market  area  The  community 
empowerment  network  will  include  all  of  the  parties  necessary  to  address  the  job 
needs  of  the  residents  and  the  employers:  representatives  of  business,  labor 
organizations,  the  transportation  system,  job  developers,  social  service  agencies,  the 
criminal  justice  system,  job  training  and  education  institutions,  and  others. 
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EASING  THE  TRANSITION  FROM  JOB  TO  JOB 

Every  year,  around  2.5  million  Americans  lose  their  jobs  as  global  competition 
and  technological  evolution  quicken  the  pace  of  economic  change. 

Education  and  training  programs  are  needed  to  provide  Americans  with  the 
opportunity  to  prosper  in  the  expanding  economy  and  into  the  next  century.  New 
technologies,  global  competition,  and  an  increasingly  integrated  economy  have 
reshaped  the  way  we  work  and  live. 

The  Department  has  five  main  mechanisms  for  improving  the  effectiveness  of 
training:   (1)  evaluating  program  effectiveness;  (2)  making  changes  when  standards  are 
not  met;  (3)  replicating  successful  models;  (4)  testing  new  approaches  through  pilots 
and  demonstrations;  and  (5)  providing  technical  assistance  and  monitoring  and 
institutionalized  quality  improvement  efforts.  The  results  of  this  approach,  what  we 
have  learned  about  what  works,  are  reflected  in  our  budget  strategy. 

The  FY  1997  budget  request  for  ETA  programs  that  ease  the  transition  from 
job  to  job  proposes  an  increase  of  [$1.6]  billion  in  FY  1997  to  [$4.9]  billion. 

Currently,  job  training  reform  legislation  is  in  conference  with  a  planned 
effective  date  of  FY  1998;  therefore,  our  FY  1997  budget  is  based  on  current 
programs.  The  FY  1997  budget  was  designed  to  support  the  transition  to  the  new 
legislation.  All  States  participating  in  the  One-Stop  and  School-to- Work  activities 
have  been  aware  of  the  consolidation  and  are  striving  to  develop  appropriate  systems 
even  before  job  training  reform  becomes  effective.  Flexibility  at  the  ground  level  has 
been  provided  in  the  President's  budget  request  by  allowing  transferability  of  funds 
among  youth  programs  and  among  adult  programs. 

Dislocated  Workers  -  America  has  long  recognized  its  special  responsibility  to 
provide  retraining  and  adjustment  services  to  workers  affected  by  mass  layoffs 
including  defense  downsizing  and  especially  to  provide  tools  to  those  who  fall  victim 
to  economic  conditions  or  restructuring.  Dislocated  Workers  funding  provides  funds 
to  States  for  training  and  supportive  services  to  those  with  a  labor  market  attachment 
to  produce  marketable  skills  leading  to  productive,  unsubsidized  employment.  In  FY 
1997,  a  level  of  $1.3  billion  is  requested,  an  increase  of  $196  million  over  the  FY 
1996  level,  to  provide  reemployment  services  to  an  estimated  636,600  dislocated 
workers.  Helping  workers  move  quickly  into  new  jobs  is  good  not  only  for  the 
workers  themselves,  but  for  communities  and  the  nation  at  large. 

Our  "GI  Bill  for  America's  Workers"  is  based  on  what  we  know  works  and 
reflects,  to  a  large  degree,  the  successful  training  strategies  highlighted  in  a  recent 
GAO  report.   The  Administration's  G.I.  Bill  proposal  calls  for  the  consolidation  of 
federal  job-training  programs  into  vouchers  that  unemployed  or  low-wage  workers  can 
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use  at  community  colleges  or  technical  schools  to  get  the  training  they  need.  The 
President  is  also  proposing  to  give  families  a  $10,000  per  year  tax  deduction  to  offset 
expenses  for  university  education  or  job  training. 

Incumbent  Worker  Training  -  In  the  new  economy,  economic  security  for 
American  workers  depends  more  than  ever  on  skills.  For  those  workers  who  already 
have  jobs,  research  has  shown  that  employer-sponsored  training  has  the  greatest 
positive  effect  on  a  worker's  earnings.  In  addition,  a  recent  study  has  found  that 
companies  that  introduced  formal  employee  training  programs  experienced  a  19 
percent  larger  rise  in  productivity  than  firms  which  did  not  train  their  workers. 
Another  shows  that  raising  the  average  education  of  the  workforce  by  one  year  helps 
them  become  as  much  as  12  percent  more  productive. 

In  FY  1997,  the  Department  is  proposing  a  new  demonstration  on  financing 
approaches  that  will  increase  employers'  investment  in  training  their  own  workers.  An 
additional  $15  million  is  requested  to  fund  this  demonstration  on  State-based  loan 
guarantee  programs  for  employer-sponsored  training. 

The  Department  will  award  competitive  grants  to  5-8  States  to  demonstrate  the 
optimum  criteria  and  conditions  of  a  training  loan  guarantee  program  for  employers 
within  a  State.  The  demonstration  will  also  explore  the  concept  of  a  State 
"endowment"  to  sustain  a  loan  guarantee  program  once  Federal  funds  cease. 

The  Department's  One-Stop  initiative  is  designed  to  transform  a  fragmented 
array  of  employment  and  training  programs  into  a  coordinated  information  and  service 
delivery  system  for  job-seekers  and  employers.  The  One-Stop  grant  program  also    „ 
supports  investments  in  America's  Labor  Market  Information  System  which  is 
designed  to  provide  all  American  workers  and  businesses  with  the  information  and  r 
value-added  services  necessary  to  exercise  informed  choice  in  their  workforce-related 
decisions  and  to  compete  successfully  in  a  global  economy.  We  have  already  begun 
to  transform  the  current  system  through  the  award  of  One-Stop  implementation  grants 
to  16  States  in  1994  and  1995.  In  FY  1997,  $150  million  is  requested  to  continue 
system-building  activities  under  the  One-Stop  grant  program  An  increase  of  $40 
million  will  allow  State  implementation  grants  to  increase  from  26  to  35.   Planning 
and  Development  grants  were  awarded  to  19  States  in  1994  and  another  23  were 
awarded  in  February,  1996. 

In  FY  1997,  the  Administration's  reauthorization  proposal  for  the  Older 
Americans  Act  proposes  transferring  the  administration  of  the  Community  Service 
Employment  for  Older  Americans  program  from  the  Department  of  Labor's 
Employment  and  Training  Administration  to  the  Department  of  Health  and  Human 
Service's  (HHS)  Administration  on  Aging.  This  transfer  will  result  in  the 
consolidation  of  administration  at  the  Federal  level  to  streamline  the  Federal 
application  and  planning  processes  with  which  states  must  deal. 
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V,l  Administration  -  In  FY  1997,  $2.6  billion  is  requested  for  State 
administration  of  the  Unemployment  Insurance  Program   In  addition,  $21 1.0  million 
in  mandatory  spending  is  included  for  benefits  and  allowances  under  the  Trade 
Adjustment  Assistance  (TAA)  program  and  the  North  American  Free  Trade  Agreement 
(NAFTA)  program.  An  additional  $1 13.5  million  is  provided  for  TAA  and  NAFTA 
training,  job  search  and  relocation.   This  amount  is  $10  million  less  than  we  might 
have  expected  due  to  a  one-year  reduction  in  the  statutory  training  cap  in  the  TAA 
program. 

ENHANCING  PENSION  SECURITY 
Health  Care  Reform  and  Pension  Portability 

This  Administration  is  encouraging  Congress  to  pass  legislation  barring  health 
insurers  from  cutting  off  workers  when  they  change  jobs  or  when  someone  in  their 
family  gets  sick.   The  President  recently  announced  a  package  of  pension  reforms 
enabling  small  businesses  to  provide  pensions,  more  easily  and  helping  workers  carry 
their  pensions  from  job  to  job. 

The  Pension  and  Welfare  Benefits  Administration  (PWBA)  is  responsible  for 
the  administration  and  enforcement  under  Title  I  of  the  Employee  Retirement  Income 
Security  Act  of  1974  (ERISA)  and  portions  of  the  Federal  Employees'  Retirement 
System  Act  (FERSA).  The  primary  mission  of  PWBA  is  to  protect  the  pension  and 
welfare  benefits  of  participants  in  employee  benefit  plans.  Employee  benefit  plans 
(including  medical  plans)  provide  income  and  services  on  which  individuals  rely  for 
their  quality  of  life,  often  to  a  critical  degree.   The  financial  security  of  an  individual 
or  family  may  be  jeopardized  if  pension,  health,  or  other  benefits  are  not  paid  as 
promised   Health  benefit  plans  provide  for  the  provision  of  covered  medical  services 
to  workers  and  their  families  which  individuals  might  rarely  be  able  to  afford.   When 
these  plans  fail,  the  burden  often  falls  on  public  programs  to  provide  affected 
individuals  with  necessary  services.  PWBA  affects  the  livelihood  of  over  150  million 
people  who  participate  in  ERISA  covered  plan,  and  protects  the  economy's  single 
largest  source  of  capital  for  investment  -  pension  plans.  Currently,  there  are 
approximately  0.7  million  private  sector  pension  plans  whose  assets  total  more  than 
$3.5  trillion  and  6  million  welfare  benefit  arrangements. 

In  FY  1997,  the  Department  is  requesting  $85.4  million  and  652  FTE  for 
PWBA.  An  increase  of  $1 1  million  will  enable  PWBA  to  complete  the  design  and 
development  of  the  initiative  to  improve  processing  of  benefit  plan  data    This 
initiative,  recommended  by  the  Vice-President  in  the  Report  on  the  National 
Performance  Review,  will  work  towards  a  new  system  and  computer  software  for  the 
processing  of  the  Form  5500  series  financial  data  required  under  the  Employee 
Retirement  Income  Security  Act  (ERISA).  The  Internal  Revenue  Service  and  the 
Pension  Benefit  Guaranty  Corporation,  which  are  participating  in  the  redesign,  will 
also  benefit  from  this  new  system. 
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Additionally,  $4.4  million  and  44  FIE  is  requested  for  401(k)  enforcement. 
This  has  become  increasingly  important  in  recent  years,  since  the  changing  financial 
environment  presented  by  the  rapid  growth  of  401  (k)  plans  (which  have  increased 
from  17,000  plans  covering  7.5  million  people  in  1984  to  140,000  plans  covering  22 
million  people  in  1992)  has  necessitated  an  enforcement  presence  larger  than  that 
which  PWBA  currently  has. 

Finally,  401(k)  and  similar  plans  grow,  it  is  incumbent  upon  workers  to  be 
more  aware  of  issues  and  options  regarding  their  retirement  income.  An  additional  $2 
million  is  requested  for  PWBA's  public  education  and  participant  assistance  programs 
to  help  prepare  the  American  workforce  for  retirement,  and  to  empower  the  public  so 
that  they  can  help  ensure  their  retirement  security. 

ENSURING  WORKER  PROTECTION 

The  Employment  Standards  Administration  (ESA)  works  to  protect  workers  and 
to  obtain  and  encourage  compliance  with  the  minimum  wage,  overtime,  child  labor, 
and  other  employment  standards  under  the  Fair  Labor  Standards  Act;  enforces 
nondiscrimination  and  affirmative  action  regulations;  and  manages  Workers' 
Compensation  programs  for  federal  employees,  longshore  and  harbor  workers,  coal 
miners  and  other  groups. 

The  budget  request  for  FY  1997  is  for  $332.0  million  and  3,998  FTE,  an 
increase  of  $58.2  million  and  536  FTE  over  FY  1996.  The  request,  which  includes 
the  transfer  of  the  Office  of  Labor-Management  Standards  plus  the  13(c)  enforcement 
related  functions  from  the  Office  of  the  American  Workplace,  provides  for  additional 
resources  in  support  of  Departmental  compliance  and  affirmative  action  initiatives  and 
the  Administration's  immigration  reform  initiative. 

Dlegal  Immigration  -  The  Administration  is  continuing  its  multi-year  initiative 
to  stem  the  flow  of  illegal  aliens  into  the  United  States.  The  Department  has  included 
an  increase  of  $15.2  million  and  200  FTE  for  the  ESA  to  curb  illegal  immigration 
through  stronger  worksite  enforcement.  The  Department's  primary  role  is  to  reduce 
the  economic  incentive  to  hire  illegal  workers  through  targeted  enforcement  of 
minimum  labor  standards  in  the  workplace.  Vigorous  enforcement  of  the  Nation's 
employment  standards  serves  as  a  meaningful  deterrent  to  illegal  immigration  by 
denying  some  of  the  business  advantages  gained  through  the  employment  of  highly 
vulnerable  and  exploitable  workers  at  substandard  wages  and  working  conditions.  The 
requested  increase  will  help  reduce  utilization  of  illegal  alien  labor  by  those  employers 
who  are  seeking  an  exploitable  workforce,  and  could  result  in  increased  hiring  of  U.S. 
workers. 

Davis-Bacon;  Integrity  and  Accuracy  of  Wage  Determinations.  An  increase  of 
$3.8  million  is  included  to  improve  the  integrity,  accuracy  and  timeliness  of  prevailing 
wage  and  fringe  benefits  determinations  under  the  Davis-Bacon  and  related  Acts. 
These  additional  resources  are  required  to  develop  and  implement  alternative  or 
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improved  methodologies  to  determine  prevailing  wages  and  to  develop  improvements 
in  obtaining  broader  participation  in,  and  verifying  the  accuracy  of  current  wase 

surveys.  5 

Affirmative  Action    An  increase  of  $7.3  million  for  the  Office  of  Federal 
Contract  Compliance  Programs  (OFCCP)  is  proposed  to  implement  a  three-pronged 
*air  Enforcement  Strategy  and  comprehensive  technical  assistance  strategy  designed  to 
promote  compliance  with  Executive  Order  1 1246.  This  increase  is  proposed  to 
implement  one  of  the  recommendations  made  as  part  of  the  Vice-President's  National 
Performance  Review.  Additional  resources  will  allow  OFCCP  to  support  a  vigorous 
technical  assistance  effort  to  and  assist  Federal  contractors  in  understanding  regulatory 
requirements.   Special  emphasis  will  be  devoted  to  small  companies  that  may  not  have 
the  expertise  to  develop  Affirmative  Action  Programs  by  providing  grassroots 
seminars,  technical  assistance  and  training  sessions. 

Worker  Safety  and  H^lfo 

The  Mine  Safety  and  Health  Administration  (MSHA)  uses  a  variety  of  tools  to 
promote  safety  and  health  in  the  Nation's  mines.  Mining  is  a  $54  billion  industry 
which  touches  every  aspect  of  our  lives.  For  example,  more  than  one-half  of  our 
electronic  power  is  generated  by  coal.   MSHA  protects  more  than  350  000  men  and 
women  working  in  the  mines  through  an  integrated  program  of  enforcement, 
compliance  assistance  and  education  and  training.  MSHA's  1997  budget  request  of 
$204  million  and  2,318  FTE  for  the  mine  safety  and  health  program  will  allow  us  to 
further  improve  miners'  safety  and  health  by  continuing  to  focus  the  inspection 
program  on  emerging  and  known  hazards,  providing  MSHA's  inspectors  with  modern 
iechnical  equipment  used  to  detect  hazards  conditions,  and  continuing  our  partnership 
with  the  states  through  the  mine  safety  and  health  state  grant  program. 

The  Occupational  Safety  and  Health  Administration  (OSHA)  protects  America's 
worlang  men  and  women  by  promulgating  protective  safety  and  health  standards  and 
enforcing  compliance  by  inspecting  places  of  employment.  OSHA  also  provides 
consultation,  training  and  information  services  for  employers  and  employees-  assists 
other  Federal  agencies  in  establishing  and  maintaining  occupational  safety  and  health 
programs  for  Federal  workers;  and  provides  matching  grants  to  assist  states  in 
administering  and  enforcing  approved  state  occupational  safety  and  health  programs. 

Under  President  Clinton's  May,  1995  "New  OSHA"  initiative  OSHA  is 
emphasizing  the  development  of  partnerships  as  an  additional  tool  to  complement 
OSHAs  traditional  enforcement  approach.  There  are  two  underlying  themes-  first 
OSHA  can  only  inspect  a  tiny  fraction  of  the  nation's  6  million  workplaces  and  needs 
to  leverage  its  limited  resources  to  protect  more  workers  with  fewer  dollars.   Second, 
OSHA  needs  to  treat  responsible  employers  differently  from  neglectful  ones  offering 
partnerships  and  incentives  to  the  former  and  traditional  enforcement  for  the  latter 
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The  safest  workplaces  are  those  at  which  the  employer,  the  government  and 
workers  work  in  partnership.  That's  just  common  sense.  OSHA's  new  mix  of 
partnership  and  enforcement  programs  is  proving  this  maxim  over  and  over  again. 

In  FY  1997,  OSHA  will  continue  to  improve  workplace  safety  and  health 
through  the  implementation  of  these  and  other  reforms.  A  budget  of  $340.9  million 
and  2,415  FTE  is  requested  for  these  changes,  which  include:  (1)  offering  employers  a 
choice  between  partnership  and  traditional  enforcement;  (2)  developing  common  sense 
protective  standards;  and  (3)  redirecting  the  agency's  focus  from  red  tape  to  results. 

OSHA  Partnership.  For  the  Occupational  Safety  and  Health  Administration,  an 
increase  of  $21.8  million  and  283  FTE  is  included  for  OSHA's  Partnership  initiative. 
Of  that  increase,  $18.1  million  and  283  FTE  are  for  the  Federal  program  with  $2.7 
million  for  the  State  program,  and  $0.3  million  for  state  consultation  projects. 

Another  feature  of  the  Partnership  initiative  is  a  provision  for  small  business 
specialists  to  address  the  specific  needs  of  the  small  businesses.   Such  assistance  is 
necessary  to  ensure  that  workers  at  such  businesses  are  adequately  protected  without 
imposing  unnecessary  or  unfair  burdens  on  their  employers. 

The  proposed  increase  of  $2.7  million  will  be  used  to  allow  OSHA's  state 
partners  to  follow  Federal  OSHA's  lead  in  providing  employers  the  choice  between 
partnership  and  traditional  enforcement,  and  focusing  on  results,  not  red  tape. 

Ultimately,  OSHA's  new  partnership  programs  can  be  effective  only  if  OSHA 
maintains  a  strong  enforcement  presence.  Serious  violators  must  face  serious 
consequences.  Thus,  OSHA  has  taken  steps  to  identify  the  most  dangerous  workplaces 
and  enforce  the  law  against  employers  who  fail  to  address  serious  hazards. 

Common  Sense  Regulation  -  An  increase  of  $10  million  and  12  FTE  is 
requested  to  streamline  and  improve  the  regulatory  process  to  ensure  the  development 
of  common  sense  standards.  As  recommended  by  the  Vice-President's  National 
Performance  Review,  the  three  objectives  of  this  initiative  include:  (1)  accelerating  the 
process  which  turns  outdated,  technical  standards  into  sensible,  realistic,  and  protective 
standards  that  are  readily  understandable;  (2)  increasing  stakeholder  involvement  in  the 
regulatory  process,  including  the  use  of  negotiated  rulemaking  where  feasible;  and  (3) 
improving  Hazard  Communication  in  the  workplace. 

Chemical  Safety  Board.  -  The  request  includes  $3.0  million  and  5  FTE  to 
enable  OSHA  jointly  with  the  Environmental  Protection  Agency,  to  assume  the 
responsibilities  of  the  Chemical  Safety  and  Hazard  Investigation  Board.  With  this 
increase,  OSHA  expects  to  continue  current  activities  in  the  chemical  industry  while 
meeting  the  anticipated  need  for  more  thorough  accident  investigations  and  evaluation. 
In  addition,  the  agencies  will  provide  increased  training  to  ensure  staff  capabilities  to 
respond  to  chemical  industry  incidents  and  will  develop  both  an  internal  and  external 
expert  review  process  for  accident  reports  and  other  chemical  safety  reports. 
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IMPROVING  ECONOMIC  INDICATORS 


The  Bureau  of  Labor  Statistics  (BLS)  is  the  principal  data-gathering  agency  in 
the  Federal  government  in  the  broad  field  of  labor  economics.  The  direct  request  for 
FY  1997  is  $372.4  million,  an  increase  of  $28.0  million  and  an  increase  of  94  FTE. 

The  Department  requests  an  increase  of  $4.6  million  and  63  FTE  for  the 
revision  of  the  Consumer  Price  Index.  Revision  of  the  CPI  is  a  multi-year  effort,  and 
this  revision  will  be  completed  over  a  six-year  period.  The  CPI  is  the  principal  source 
of  information  concerning  trends  in  consumer  prices  and  inflation  in  the  United  States 
and  is  one  of  the  Nation's  most  important  economic  indicators.  The  measure  is  used 
extensively  for  economic  analysis  and  policy  formulation  in  both  the  public  and 
private  sectors  as  well  as  to  escalate  contract  costs  among  individuals  and 
organizations. 

The  FY  1997  request  includes  $2.5  million  and  8  FTE  for  the  BLS  component 
of  a  government-wide  revision  to  the  Standard  Industrial  Classification  System  (SIC). 
The  revision  of  the  current  SIC  system  is  a  multi-year  effort  that  the  government  plans 
to  complete  over  a  four  year  period,  beginning  in  1997  and  ending  in  2000.  The  SIC 
system  is  the  classification  standard  underlying  all  of  the  United  States  economic 
statistics  classified  by  industry.  The  SIC  system  has  become  the  most  widely 
recognized  industrial  classification  system  in  this  country  and  is  the  official  industrial 
classification  structure  required  for  use  in  all  Federal  statistical  programs.  The 
proposed  new  system  would  provide  common  industry  definitions  in  Canada,  Mexico, 
and  the  United  States  to  facilitate  economic  analyses  that  cover  the  combined 
economies,  and  be  renamed  the  North  American  Industry  Classification  System 
(NAICS). 

Management  Initiatives  and  Accomplishments 

In  keeping  with  the  President's  commitment  to  the  American  public  to  reinvent 
and  reduce  the  size  of  government  the  Department  lias  continued  to  streamline 
organizational  structures  that  focus  agency  efforts  to  reduce  employment  while 
preserving  the  resources  necessary  to  carry-out  agency  missions.  Our  streamlining 
plans  and  reinvention  efforts  to  date  clearly  reflect  our  commitment  to  re-engineer 
major  work  processes  and  reduce  the  number  of  control  FTE  by  another  365  and 
related  funding  in  FY  1997.  The  Department  has  already  achieved  the  12  percent 
streamlining  reduction  goal  targeted  for  1999.  However,  streamlining  and  reinvention 
activities  will  continue  for  greater  enhancement  of  the  Department's  worker  protection 
and  other  programs.  In  addition,  the  Department  will  absorb  administrative  reductions 
that  will  save  over  $52  million  in  FY  1997,  and  will  continue  to  increase  reaching  a 
total  savings  of  about  $170  million  by  FY  1998. 

By  now  you  are  all  familiar  with  the  Innovation  Awards  the  Department 
received  in  FY  1995  for  OSHA's  Maine  200  program  and  for  PBGC's  Early  Warning 
Program.  You  should  know  the  Department  continues  to  improve  management 
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efficiency  at  all  levels,  and  as  a  result,  the  Department  has  gained  widespread 
recognition  for  its  effort.  This  year  the  Department  nominated  14  reinvention  projects 
for  the  Innovation  in  American  Government  Awards  Program  in  FY  1996.   I  will  just 
mention  two  of  the  nominations  here: 

ESA's  Office  of  Workers'  Compensation  Programs'  Rapid  Injury 
Response  Initiative  in  the  Oklahoma  City  Disaster  successfully  and 
timely  responded  to  claims  from  injured  workers  and  made  payments  to 
survivors  within  nine  days  of  the  event;  a  process  that  sometimes  takes 
as  long  as  three  months.  OWCP  had  already  initiated  a  number  of  steps 
to  improve  claims  processing,  the  Oklahoma  City  disaster  served  as  a 
catalyst  for  bringing  all  elements  together  into  a  customer-centered 
program. 

•  OSHA's  focus  on  getting  results  and  improving  performance  in  their 

redesigned  area  offices  through  the  efforts  of  a  joint  union-management 
Design  Team  has  resulted  in  streamlining,  and  an  increase  of  30-50 
percent  more  staff-time  available  to  develop  practical  solutions  to 
underlying  safety  and  health  problems. 


In  summary,  Mr.  Chairman,  we  believe  that  the  Department's  budget  supports 
the  President's  commitment  to  balance  the  budget  in  seven  years;  adheres  to  the  goals 
of  the  Vice-President's  National  Performance  Review  by  streamlining  organizational 
structures  and  implementing  management  improvements;  and  focuses  our  resources  on 
the  development  of  economic  security  for  the  majority  of  working  families,  making 
the  American  dream  of  opportunity  for  all  a  reality  for  all  who  are  willing  to  work  for 
it.   In  addition,  we  acknowledge  the  need  to  work  in  partnership  with  American 
business  to  secure  America's  economic  future  in  the  global  economy  and  to  help 
American  workers,  businesses  and  communities  prosper  in  what  the  President  has 
called  the  "Age  of  Possibility." 

I  thank  the  Subcommittee  for  the  opportunity  to  talk  with  you  today  and  to 
present  our  budget.  This  concludes  my  prepared  statement.  Mr.  Chairman,  I  would 
be  happy  to  answer  any  questions  that  you  or  other  members  of  the  Subcommittee 
may  have. 
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FY  1997  SPENDING  INCREASES 


Mr.  Porter.  Mr.  Secretary,  thank  you  very  much.  Mr.  Obey  has 
waived  an  opening  statement.  We  will  begin  questioning  under  the 
five  minute  rule.  I  am  going  to  ask  members  to  remain  strictly 
within  the  five  minutes  and  if  we  do  that  we  should  be  able  to  get 
through  two  rounds. 

Mr.  Secretary,  you're  asking  for  an  increase  in  discretionary 
spending  for  1997  of  about  $1.4  billion  for  the  Department.  That's 
a  12  percent  increase  over  the  1996  level.  All  three  of  the  cabinet 
departments  that  this  subcommittee  handles  are  receiving  signifi- 
cant increases  in  discretionary  spending  in  the  President's  1997 
budget.  But  as  we  understand  it,  discretionary  spending  Govern- 
ment-wide is  going  up  very  little,  if  any.  Is  that  your  understand- 
ing, Mr.  Secretary? 

Secretary  Reich.  Yes. 

Mr.  PORTER.  So  that  it  would  be  necessary  to  make  very  signifi- 
cant reductions  in  other  cabinet  departments  in  order  to  finance 
the  increases  proposed  for  your  department  and  the  other  two  de- 
partments that  this  subcommittee  handles.  Is  that  also  correct,  Mr. 
Secretary? 

Secretary  REICH.  Absolutely.  Mr.  Chairman,  this  budget  reflects, 
and  let  me  stress,  the  President's  priorities  in  terms  of  education, 
job  training,  and  the  workplace.  You  are  blessed  with  being  Chair- 
man of  a  committee  that  is  very  central  to  American  workers  and 
at  this  time  of  economic  insecurity,  although  jobs  are  coming  back, 
it  is  a  formidable  challenge.  The  602(b^  process  is  going  to  be  a 
very  difficult  one  and  I  urge  you  the  best  of  luck. 

Mr.  Porter.  What  are  the  unblessed  subcommittees  from  the 
standpoint  of  the  President's  budget?  In  other  words,  where  is  the 
funding  coming  from? 

Secretary  Reich.  The  President  has  made  it  very  clear  with  re- 
gard to  his  overall  budget  for  2002  in  terms  of  reaching  balance, 
there  are  substantial  cuts  in  areas  such  as  the  budget  for  the  De- 
partment of  Energy,  and  the  budget  for  the  Department  of  Housing 
and  Urban  Development.  There  are  substantial  cuts  throughout 
Government.  The  major  point  here,  and  I'm  talking  about  the  dis- 
cretionary budget,  we're  not  even  talking  about  the  other  side,  the 
major  point  here  is  that  the  President  and  his  advisors  feel  very 
strongly,  and  I  believe  that  this  is  reflected  in  public  sentiment  as 
well,  that  the  issues  with  which  you  and  your  colleagues  are  deal- 
ing having  to  do  with  workplace  protections,  the  skills  of  American 
workers,  the  education  of  American  workers,  and  so  forth,  that 
these  are  very  central  to  the  agenda  that  the  public  is  dealing  with 
today. 

Mr.  Porter.  Well,  Mr.  Secretary,  as  you  know,  we  don't  have  our 
602(b)  allocations  yet.  I  think  it  is  unlikely  that  we're  going  to  get 
a  602(b)  allocation  of  the  magnitude  that  is  necessary  to  provide 
the  funding  for  the  increases  in  your  budget  and  those  of  the  other 
two  departments. 

If  we  assume  that  we  get  no  increase  in  our  1997  602(b)  alloca- 
tion, should  we  just  straightline  everything  in  your  budget,  or 
would  you  have  other  suggestions  for  us  that  would  involve  picking 
and  choosing  among  your  various  programs?  In  other  words,  could 
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you  tell  the  subcommittee  among  those  that  you've  described  which 
are  the  highest  priorities  if  we  don't  have  funding  sufficient  to  fund 
them  all,  which  is  likely? 

Secretary  Reich.  Mr.  Chairman,  the  conference  agreement  you 
have  reached  on  the  1996  budget,  generally  speaking,  reflects  our 
priorities.  That  is,  it  is  a  good  proxy  for  what  our  priorities  would 
be  if  we  had  to  straightline.  But  again,  my  hope,  and  I  will  cer- 
tainly commit  to  working  with  you  and  members  of  the  committee 
on  this,  is  that  through  the  602(b)  process  and  through  any  other 
ways  in  which  we  can  find  funds,  we  will  be  able  to  get  additional 
funding  because  this  area  is  so  vital. 

ONE-STOP  VERSUS  PRIVATE  OUT-PLACEMENT 

Mr.  Porter.  Mr.  Secretary,  people  in  the  private  sector  claim 
that  your  one-stop  centers  are  redundant  of  and  in  direct  competi- 
tion with  private  out-placement  in  many  areas,  and  that  private 
sector  efforts  are  more  successful  than  those  of  Government.  Pri- 
vate sector  rates  are  about  90  percent  versus  40-70  percent  for 
Federal  Government  programs.  They  say  that  private  industry 
reaches  blue  collar  workers  and  white  collar  workers  alike,  not 
merely  white  collar  workers  as  is  sometimes  claimed.  I  wonder  how 
you  would  answer  the  criticism  that  you  are  in  direct  competition 
and  that  they  do  a  better  job. 

Secretary  Reich.  I  would  answer  it  in  several  ways.  First  of  all, 
Mr.  Chairman,  I  would  point  to  the  fact  that  the  one-stop  is  a 
means  of  consolidating  services  for  people  such  as  employment 
services  and  access  to  training,  where  they  come  to  pick  up  their 
unemployment  insurance  check,  which  the  private  sector  does  not 
provide.  So  people  who  have  lost  their  jobs,  and  people  who  are  low 
income  people,  have  one  door  with  which  they  can  go  through  and 
get  a  range  of  services  that  previously  had  been  provided  in  dif- 
ferent places.  This  is  a  matter  of  ease  and  of  access.  It  is  a  matter 
of  not  doing  something  that  costs  the  Government  additional 
money;  it's  a  matter  of  consolidating  various  services  that  the  Gov- 
ernment was  providing  before  and  enabling  people  who  have  lost 
their  jobs  or  who  are  very  low  income  to  have  better  access. 

Now,  are  we  competing  with  the  private  sector?  In  most  cases 
the  answer  is  clearly  no,  because  the  people  who  are  served  by  one- 
stops  often  cannot  afford  private  sector  placement.  Many  of  them 
have  to  pick  up  their  unemployment  checks,  and  many  of  them  I 
have  met  are  quite  desperate  in  terms  of  wanting  to  find  jobs, 
wanting  to  get  new  jobs,  and  wanting  to  get  off  of  welfare.  The  pri- 
vate sector  out-placement  services,  if  they  are  in  competition  to  the 
extent  that  there  is  any  overlap,  I  would  say  that  is  a  good  thing. 
The  public  sector  should  be  ideally  in  competition  with  the  private 
sector  and  should  be  offering  services  that  are  as  good.  But  to  the 
best  of  my  knowledge  these  are  different  population  groups,  and 
the  people  who  need  these  kinds  of  one-stop  consolidated  services 
are  a  very  different  demographic  profile  from  the  people  who  are 
using  private  out-placement  services. 

Mr.  Porter.  Mr.  Secretary,  I  would  ask  you  to  document  what 
your  answer  is  for  the  record,  if  you  would,  because  I  would  like 
to  see  that  data. 

[The  information  follows:] 
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FEDERAL  PLACEMENT  SERVICES 

One-Stop  is  system-building  which  integrates  the  current 
fragmented  employment  and  training  programs  into  a  coordinated 
information  and  service  delivery  system.   A  major  principle  of 
One-Stop  is  "universality."   These  publicly-funded  Centers  welcome 
all  our  citizens  —  young,  old,  the  disadvantaged,  welfare 
recipients,  job  seekers,  job  changers  and  incumbent  workers  —  to 
their  service  delivery  doors.   Measurement  of  success  in  dealing 
with  our  expanding  customer  base  in  the  workforce  development 
system  is  important.   With  our  State  partners,  we  are  focusing  on 
establishing  outcome  measures  which  are  meaningful  in  the  One-Stop 
service  setting.   Outcome  measures  have  been  established  for 
existing  job  training  programs. 

Two  major  programs  to  be  delivered  through  One-Stops  are 
labor  exchange  and  job  training.   The  Department  has  been 
providing  labor  exchange  services  through  the  public  employment 
service  under  the  Wagner-Peyser  Act,  since  1933.   The  Job  Training 
Partnership  Act  (JTPA)  program,  implemented  in  1983,  authorizes  a 
network  of  State  and  local  grantees  to  use  the  most  effective 
service  providers,  including  private  sector  businesses,  to  meet 
local  training  and  reemployment  needs  based  on  a  competitive 
selection  process  that  includes  a  cost  analysis.   These  programs 
are  designed  to  respond  to  a  national,  public  need,  without 
duplicating  services  that  would  otherwise  be  available. 

Seventy-one  percent  of  those  who  left  the  Title  III  program 
during  Program  Year  1994  had  been  placed  in  jobs  averaging  about 
90  percent  of  their  previous  wage.   Over  half  of  the  participants 
received  retraining,  and  their  results  were  even  better:  76 
percent  had  jobs  at  almost  94  percent  of  their  previous  wage  when 
they  left  the  program.   A  1993  survey  of  former  Title  III 
participants  across  the  country  found  that  nearly  60  percent  found 
the  services  they  received  to  be  extremely  or  quite  helpful. 

In  its  April  1995  audit  of  JTPA  Title  III  retraining 
services,  the  OIG  concluded,  "The  purpose  of  Title  III  is  to 
return  dislocated  workers  to  productive  employment.   In  this 
context,  the  program  was  successful.   Program  participants  were 
reemployed,  remained  in  the  workforce,  and  regained  their  prior 
earning  power."  The  OIG  study  also  found  that  a  large  majority 
(69  percent)  of  Title  III  participants  who  obtained  employment 
were  satisfied  with  their  current  job,  and  more  than  half  (58 
percent)  felt  they  were  better  off  in  their  current  job  than  their 
layoff  job. 
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We  believe  that  the  publicly-funded  One-Stops  and  employment 
service  provide  basic  labor  exchange  services  to  all  job  seekers 
and  to  all  employers.   These  offices  also  provide  unemployment 
insurance  benefits  and  immediate  reemployment  services  to 
claimants  (which  are  not  available  through  private  sector 
intermediaries).   These  public  employment  services  are  universal 
but  not  exclusive.   All  employers  and  job  seekers  can  choose  to 
use  the  service. 

The  JTPA  grantees  are  required  to  coordinate  with  the 
employer,  the  union  representing  the  workers,  and  other  agencies 
and  organizations  to  ensure  that  resources  available  through 
public  or  private  sources  are  fully  utilized.   JTPA  funds  are  used 
only  for  activities  which  are  in  addition  to  those  which  would 
otherwise  be  available.   Therefore,  JTPA  funds  build  upon  those 
services  that  the  private  sector  is  providing,  to  ensure  a 
comprehensive  array  of  options  that  can  be  customized  to  meet  the 
various  needs  of  individual  dislocated  workers.   In  addition,  the 
JTPA  State  and  local  grantees  make  sure  that  necessary  services 
are  available  to  meet  the  needs  of  eligible  dislocated  workers  who 
are  unlikely  to  return  to  their  previous  industry  or  occupation, 
and  are  most  in  need  of  and  can  benefit  from  assistance  under  the 
Act. 

Our  Federal  One-Stop  grants  to  States  have  already  resulted 
in  the  formation  of  new  public  -  private  partnerships  to  better 
serve  the  job  seeker  and  employer  in  various  labor  markets.   In 
recent  years,  private  placement  services  have  established 
effective  relationships  with  the  public  employment  service, 
sharing  information  and  customers,  with  the  shared  objective  of 
creating  the  greatest  value  for  customers.   Today,  for  example, 
more  than  70  private  employment  agencies  and  job  banks  choose  to 
provide  access  to  their  Internet  services  through  the  public 
"America's  Job  Bank." 

Our  One-Stop  States  also  identify  and  install  those 
practices  from  the  private  sector  which  assist  in  the  process  of 
continuous  improvement.   In  some  One-Stop  Centers,  private 
placement  agencies  maintain  an  identifiable  presence.   The  One- 
Stop  system  and  the  public  employment  service  are  each 
demonstrating  that  local  collaboration  can  yield  both  public 
service  and  private  value. 

The  Department  continues  to  encourage  partnership  between 
public  dislocated  worker  programs  and  private  outplacement  firms 
and  has  provided  guidance  on  ways  State  agencies  can  coordinate 
with  outplacement  firms  when  planning  and  providing  services  to 
dislocated  workers.   The  Department  contracted  with  the 
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Association  of  Outplacement  Consulting  Firms  International  (AOCFI) 
to  conduct  a  series  of  workshops  around  the  country  to  explore  the 
issues  of  creating  partnerships  between  the  private  and  public 
sectors  to  provide  cost-effective  reemployment  services.   A  report 
describing  the  results  of  these  meetings,  and  to  identify  the 
benefits  of  these  public/private  partnerships  was  sent  to  all 
State  JTPA  liaisons,  all  State  Worker  Adjustment  Liaisons,  and  all 
State  Wagner-Peyser  Administering  Agencies. 

Private  sector  organizations,  including  outplacement  firms, 
recently  have  been  awarded  grants  to  demonstrate  innovative 
service  strategies  for  dislocated  workers  in  several  locations 
around  the  country.   Private  sector  organizations  will  be  featured 
in  the  upcoming  JETT'CON  (Joint  Employment  and  Training  Technology 
Conference),  a  nationwide  conference  related  to  the  use  of 
technology  in  employment  and  training. 

There  is  a  growing  list  of  successful  partnerships  between 
public  programs  and  private  outplacement  firms.   For  example,  the 
Transition  Team,  a  private  outplacement  agency,  has  had  22  joint 
projects  with  14  different  Title  III  programs  since  1994. 

In  sum,  the  private  placement  industry  provides  substantial, 
added-value  to  the  customers  it  serves  which  are  usually  segments 
of  the  entire  market.   With  "universality"  as  a  centerpiece  of 
their  service  delivery  charters,  however,  our  One-Stops  endeavor 
to  successfully  serve  a  much  wider  (and  economically  diverse) 
customer  population. 
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Mr.  Porter.  Mr.  Obey. 

PROPOSED  MINIMUM  WAGE  INCREASE 

Mr.  Obey.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  in  1929,  the 
richest  1  percent  of  people  in  this  country  had  44  percent  of  the 
Nation's  wealth;  by  1945,  that  had  dropped  to  32  percent;  by  1979, 
that  had  dropped  to  22  percent,  and  now  it's  back  up  to  42  percent. 
If  you  take  a  look  at  all  of  the  growth  in  wealth  that  occurred  in 
the  1980s,  you  see  the  richest  one-half  of  1  percent  increased  their 
average  net  worth,  after  you  exclude  the  cost  of  a  house  and  a  car, 
from  about  $8.5  million  to  $13.5  million  on  average.  Yet,  for  90  per- 
cent of  Americans,  9  out  of  10,  they  increased  their  net  worth  after 
you  subtract  the  value  of  a  house  and  a  car  by  a  grand  total  of 
$2,000,  from  $27,000  to  $29,000.  So  that  chart  represents  roughly 
what  the  distribution  of  wealth  looks  like  with  the  richest  one-half 
million  families  versus  virtually  everybody  else  in  the  country. 

In  fact,  the  net  worth  of  that  richest  one-half  of  1  percent  rose 
by  so  much  in  the  1980s  that  they  could  have  paid  off  the  entire 
national  debt  in  1990  and  still  been  10  percent  richer  than  they 
were  in  1980.  We  know  that  the  average  CEO  in  a  corporation  saw 
his  compensation  package  in  comparison  to  the  average  worker  in 
his  plant  go  up  from  roughly  40  or  50  or  60  times  as  much  as  the 
average  worker  in  his  plant,  depending  upon  what  year  you're  look- 
ing at  in  the  1970s,  to  179  times  the  average  increase  of  a  person 
in  his  plant  today. 

Now  you  have  the  temerity  to  recommend  that  the  Congress  pass 
an  increase  in  the  minimum  wage.  What  are  you,  some  kind  of 
soft-headed,  left  wing,  pinko  socialist?  How  on  God's  green  earth 
can  you  dare  suggest  that  we  interfere  in  any  way  with  the  sainted 
market  forces  that  have  produced  those  results?  [Laughter.] 

Secretary  Reich.  Congressman,  I  don't  know  quite  how  to  answer 
that  question,  but  let  me  try.  There  are  really  two  related  answers. 
One,  I  do  believe,  the  President  believes,  many  people  in  this  coun- 
try understand  that  the  problem  of  inequality  is  a  central  challenge 
for  this  country  in  the  future  and  it  is  a  growing  problem.  We 
shouldn't  resent  the  rich  simply  because  they're  rich,  but  we  are  no 
longer  in  an  economy  in  which  the  rising  tide  lifts  all  boats.  When 
John  F.  Kennedy  talked  about  a  rising  economic  tide  lifting  all 
boats  in  the  1950s  and  1960s,  indeed  everybody's  income  doubled. 
Regardless  of  where  you  were,  whether  you  were  in  the  bottom 
quintile  or  the  top  quintile  or  the  middle  quintile.  But  what  has 
happened  since  1978,  for  a  variety  of  reasons,  is  that  the  rising  tide 
has  not  been  lifting  all  boats.  In  fact,  the  rising  tide  has  been  lift- 
ing the  yachts.  The  rowboats  in  the  middle  have  been  taking  on 
water  and  the  little  dinghies  at  the  other  end  have  been  sinking. 

This  is  something  we  must  address.  There  is  no  magic  solution. 
There  is  no  easy  cure.  I  believe  that  education  and  job  training  are 
part  of  the  answer.  Unless  people  have  an  opportunity  to  get  a 
good  education  and  get  the  right  skills,  we  are  not  going  to  see  a 
reversal  of  these  trends.  That's  why  I  am  so  passionate,  that's  why 
the  President  is  so  committed  to  making  sure  that  there  are  oppor- 
tunities for  people  with  regard  to  education  and  training  and  why 
this  committee's  job  is  so  crucial. 
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Secondly,  there  are  some  structural  things  that  can  be  done.  The 
minimum  wage  is  heading  toward  a  40  year  low  adjusted  for  infla- 
tion. The  minimum  wage  increase  that  was  passed  by  Congress  in 
1989  has  almost  completely  been  repealed  by  inflation.  I  think  that 
you  have  seen  this  chart.  The  minimum  wage  in  today's  dollars  in 
1978  was  $6.11,  in  today's  dollars  in  1968,  was  $6.61,  right  now, 
at  $4.25,  we're  at  almost  a  40  year  low.  Quite  frankly,  I  don't  see 
how  we  can  expect  anybody  to  support  themselves,  let  alone  a  fam- 
ily, at  what  is  the  equivalent  of  a  minimum  wage  worker's  full  time 
salary  of  about  $8,500  a  year.  There's  just  no  way  that  someone 
can  support  themselves  on  that  let  alone  a  family.  I  don't  think  this 
should  be  a  partisan  issue.  I  hope  it's  not  a  partisan  issue.  I  fully 
hope  and  expect  that  Congress  will  be  passing  a  modest  increase 
in  the  minimum  wage. 

U.S.  GOVERNMENT  TRAINING  PROGRAMS 

Mr.  Obey.  Let  me  ask  one  other  question.  I  saw  you  debate  Mr. 
Dunlap,  "Chainsaw"  Dunlap.  As  you  know,  he  went  to  Scott  Paper, 
fired  I've  forgotten  whether  it  was  9,000  or  11,000  workers,  did  not 
increase  the  market  share  for  Scott,  did  transfer  an  awful  lot  of  re- 
sources out  of  the  pockets  of  workers  into  the  pockets  of  stockhold- 
ers, and  when  he  left  the  company  20  months  later  he  was  re- 
warded with  a  good-bye  present,  I've  forgotten  what  the  dollar 
amount  of  the  package  was,  that  amounted  to  a  compensation  of 
$150,000  a  day  for  every  day  that  he  spent  at  Scott.  Yet,  when  he 
was  debating  you  on  Nightline,  I  noticed  him  suggesting  that  he 
didn't  want  Government  interfering  in  labor  markets  on  the  wage 
or  training  end  and  then  he  also  stated  that  it  was  not  the  purpose 
of  an  American  corporation  to  train  its  workers  but  simply  to  de- 
liver value  to  its  stockholders.  I  guess  I  would  ask  you,  if  private 
business  isn't  supposed  to  train  their  workers  and  if  Government 
isn't  supposed  to  train  the  workers,  where  are  they  supposed  to  get 
the  training  to  compete  in  the  21st  century? 

Secretary  Reich.  Congressman,  the  private  sector,  by  the  best  es- 
timates I've  seen,  is  now  spending  somewhere  in  the  range  of  $35 
billion  a  year  training  its  workforce.  The  problem  is  that  almost  all 
of  that  training,  by  some  estimates  80  percent,  is  going  to  white 
collar  workers  who  are  in  the  top  20  percent  of  the  earnings  dis- 
tribution in  those  firms.  We  have  a  problem  here,  and  that  problem 
is  we  are  not  getting  sufficient  training  resources,  public  or  private, 
to  those  who  need  the  training  resources  most.  Hence,  my  request 
and  the  President's  request  to  this  committee. 

Mr.  Obey.  Thank  you.  Mr.  Chairman,  I  think  my  time  is  up. 

Mr.  Porter.  Thank  you,  Mr.  Obey.  Mr.  Bonilla. 

MINIMUM  wage 

Mr.  Bonilla.  Secretary,  I  want  to  start  out  by  complimenting 
your  remarks  this  morning  in  your  testimony  on  Job  Corps.  As  you 
know,  I  have  one  of  the  best  Job  Corps  Centers  in  my  district  in 
Laredo  and  the  one  Job  Corps  Center  in  the  El  Paso  area.  Also,  I 
appreciated  your  comments  on  401(k)s.  Quite  frankly  I  think  you've 
brought  the  country's  attention  to  something  that  has  been  taken 
for  granted  by  many  people,  including  myself.  I  had  no  idea  that 
there  was  so  much  latitude  granted  to  companies  about  401(k)s. 
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That  money  ought  to  be  there  when  people  need  it  down  the  road. 
I  think  you've  shed  some  good  light  on  a  problem  that  needs  atten- 
tion. 

I'd  like  to  start  out  my  questioning  on  the  subject  of  the  mini- 
mum wage.  I  started  out  making  minimum  wage  right  out  of  col- 
lege. My  wife  also  started  out  making  minimum  wage.  So  rest  as- 
sured that  this  line  of  questioning  comes  from  someone  who  has 
great  experience  in  earning  minimum  wage.  Why  didn't  the  admin- 
istration or  you  suggest  this  when  the  House  and  Senate  were  both 
controlled  by  Democrats  and  when  you  had  the  presidency  in  the 
first  two  years  of  the  Clinton  Administration?  Why  wasn't  it 
brought  up  then? 

Secretary  Reich.  Congressman,  the  President  proposed  an  in- 
crease in  the  minimum  wage,  as  you  recall,  in  January  of  1995  in 
his  State  of  the  Union  address.  The  reason  we  did  not  propose  it 
formally  before  then  is  because  health  care  was  on  the  agenda  and 
as  long  as  there  was  the  possibility  of  a  mandatory  health  care  pro- 
gram in  which  employers  would  be  asked  to  pick  up  the  tab  for 
health  care  insurance,  we  did  not  feel  it  appropriate  to  ask  employ- 
ers to  raise  the  minimum  wage  at  the  same  time.  As  soon  as  it  be- 
came apparent  that  particular  form  of  health  care  mandate  was  not 
going  to  go  forward,  the  President  did  turn  to  the  minimum  wage. 
Indeed,  in  the  1992  campaign,  he  did  urge  a  minimum  wage  in- 
crease. This  is  something  that  we  discussed  through  1993  and 
again  for  the  last  14  or  15  months  we  have  been  seeking  it. 

Mr.  BONILLA.  In  1992,  you  pointed  out  that  he  advocated  raising 
the  minimum  wage  and  then  in  1993,  February  6,  there  was  a 
quote  where  he  is  widely  known  now  to  have  said,  "It  is  the  wrong 
way  to  raise  the  incomes  of  low  wage  earners."  Yet,  here  we  are 
in  1995  and  he  seems  to  have  changed  his  mind  again.  So  is  it 
1992,  1993,  or  1995  that  you  think  is  what  the  President  truly  be- 
lieves? 

Secretary  Reich.  Congressman,  that  1993  quote  I  believe  is  ei- 
ther non-existent  or  taken  out  of  context.  I  have  not  been  able  to 
locate  it,  nobody  has  ever  been  able  to  locate  it,  and  the  person 
whose  article  it  appears  in  has  not  even  been  able  to  verify  that 
quote.  So  let  me  go  back  to  1992  and  then  health  care  and  then 
the  beginning  of  1995  and  all  the  way  through,  there  is  no  incon- 
sistency there  at  all. 

Mr.  Bonilla.  I  do  believe,  I  could  be  wrong,  that  he  actually  said 
this  on  videotape  as  well.  If  I  am  able  to  locate  a  copy,  I'd  be  happy 
to  send  it  to  you. 

POLITICAL  ADVOCACY 

I  would  like  to  turn  now  to  a  controversial  area  regarding  unions 
and  their  political  advocacy.  I  have  a  copy  of  a  recent  AFL-CIO 
newsletter  and  a  wonderful  picture  here  of  you  with  AFL-CIO 
president  John  Sweeney  where  the  headline  says  "Reich:  Unions 
are  Answer  to  Social  Ills."  We  all  are  in  this  business  to  be  political 
advocates  of  whatever  issues  that  we  believe  in.  But  my  question 
to  you  this  morning  is  about  recent  surveys  and  polls  that  show 
pretty  consistently  that  62  percent  of  rank  and  file  union  workers 
do  not  approve  of  the  AFL-CIO  using  $35  million  in  union  wage 
taxes  to  fund  political  advocacy  issues,  and  100  percent  of  those  is- 
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sues  are  anti-Republican  and  pro-Democrat;  49  percent  of  those 
workers  believe  that  labor  unions  should  be  less  involved  in  politi- 
cal campaigns;  and  82  percent  of  rank  and  file  union  workers  sup- 
port the  Balanced  Budget  Amendment  which  the  President  vetoed. 

What  I  find  puzzling  is  that  with  union  membership  hovering  at 
around  14  or  15  percent,  how  these  numbers  sometimes  don't  seem 
to  jive.  We  have  a  constituency  in  this  country  that  seems  to  get 
in  some  cases  80,  90,  100  percent  of  the  attention  of  the  adminis- 
tration and  yourself,  yet  there  is  such  a  low  number  of  participa- 
tion overall  in  this  country  and  of  that  low  number  of  participants 
they're  sending  out  messages  like  this  consistently  in  surveys.  Does 
that  set  well  in  your  mind?  Is  there  something  wrong  here,  Sec- 
retary? 

Secretary  Reich.  Congressman,  the  issues  that  I  deal  with — 
Family  and  Medical  Leave  Act,  worker  health  and  safety,  pension 
security,  education  and  skill  training,  eradicating  sweatshops,  min- 
imum wage — in  all  of  those  issues  I  see  virtually  no  difference  be- 
tween the  stand  of  organized  labor  officially,  the  rank  and  file 
members  I  meet  around  the  country,  and  even  the  non-unionized 
workers  I  meet  around  the  country. 

Mr.  BONILLA.  Do  I  have  time  remaining,  Chairman? 

Mr.  Porter.  I  guess  you  don't. 

Mr.  BONILLA.  We'll  continue  this  later.  Thank  you. 

Mr.  Porter.  Thank  you,  Mr.  Bonilla.  Mr.  Stokes. 

YOUTH  TRAINING 

Mr.  STOKES.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  at  the  top 
of  page  2  of  your  formal  statement  you  state:  "This  budget  is  built 
on  the  foundation  of  our  accomplishments  that  have  resulted  from 
a  careful  strategy  developed  to  create  a  better-prepared  workforce 
through  effective  employment  and  training  assistance."  At  the  top 
of  page  10  you  make  this  statement:  "Unemployment  among  all 
youth  is  currently  16  percent,  while  the  rate  among  black  youth  is 
34  percent.  Left  unchecked,  this  unacceptable  situation  will  lead  to 
a  future  workforce  which  is  unprepared,  unproductive,  and  a  drain 
on  the  resources  of  our  Nation."  Just  a  few  moments  ago  you  talked 
about  how  the  rising  tide  does  not  lift  all  boats.  Tell  us  how  your 
budget  makes  an  impact  upon  this  situation. 

Secretary  Reich.  Congressman,  we  are  seeking  additional  fund- 
ing in  the  area  that  I  consider  to  be  one  of  the  most  critical  areas 
threatening  the  society  that  we  live  in.  Both  the  productivity  of 
American  workers  and  also  the  social  cohesion  of  this  country  will 
be  seriously  affected  by  our  out-of-school  at-risk  young  people.  Now 
through  efforts  such  as  the  School-to-Work  Opportunities  Act,  the 
JTPA  program  for  youth,  and  our  other  programs  aimed  at  dis- 
advantaged young  people  including  the  Summer  Jobs  Program,  I 
believe  that  we  are  making  a  bit  of  headway. 

But  the  President  is  proposing  to  try  something  new,  and  that 
is  to  focus  on  a  certain  number  of  areas,  where  you  have  very  high 
youth  unemployment  in  the  range  of  50  or  60  percent  for  out-of- 
school  youth  and  attempt  to  get  that  down  to  20  percent.  This 
would  be  accomplished  by  saturating,  providing  job  training,  access 
to  jobs,  linkages  to  employers,  and  taking  a  look  at  what  happens 
to  those  young  people  afterwards.  This  examination  would  include 
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looking  at  the  social  cost  to  this  society  of  dealing  with  young  peo- 
ple in  other  places  who  have  similar  demographic  characteristics 
who  don't  have  access  to  jobs. 

I've  seen  it  over  and  over  again — I've  seen  it  in  Detroit  with 
Project  Focus  Hope.  I've  seen  it  in  East  Los  Angeles  with  the  East 
Los  Angeles  Skills  Center.  I've  seen  it  in  Boston  with  Youth  Build. 
I  have  seen  young  out-of-school,  disadvantaged  young  people  who 
would  otherwise  be  on  the  road  toward  lives  of  desperation  and 
sometimes  crime  get  back  on  the  right  road  toward  good  jobs  and 
skills.  We  can  do  it.  This  is  not  an  impossible  thing  to  do.  And 
what  we're  proposing  here  is  an  attempt  to  show  quite  pointedly 
and  quite  specifically  why  these  kinds  of  investments  make  sense. 
This  committee  has  wisely  asked  us  to  come  up  with  proof  every 
time  we  say  we  want  additional  resources.  I  think  that  we  can 
show  that  this  kind  of  investment  makes  a  great  deal  of  sense. 

AT-RISK  POPULATION 

Mr.  Stokes.  Tell  us  how  you  would  define  the  at-risk  population 
that  you  spoke  of  as  it  relates  to  employment,  job  training,  and 
wages,  and  talk  a  little  bit  about  the  social  and  economic  con- 
sequences of  our  continuing  to  ignore  or  disregard  this  situation. 

Secretary  Reich.  Congressman,  the  particular  at-risk  youth  pop- 
ulation that  we're  most  concerned  about  are  the  young  people  who 
are  leaving  school  before  they  are  graduating  from  high  school.  In 
this  new  economy,  if  you  don't  finish  high  school,  you  run  the  risk 
of  just  falling  off  the  edge  of  the  economy.  Your  wages  are  drop- 
ping, your  benefits  are  dropping,  and  the  chances  of  even  getting 
a  job  are  becoming  less  and  less.  We  have  a  significant  proportion 
of  young  people  ages  18  to  34  who  did  not  finish  high  school,  one- 
third  of  whom  are  in  prison  or  otherwise  involved  with  the  criminal 
justice  system.  This  society  is  paying  a  huge  price  for  allowing 
young  people  to  basically  fall  off  the  charts.  That's  why  the  at-risk 
youth  population  is  so  critically  important  for  us  to  target.  And  by 
at-risk,  I'm  talking  about  young  people  who  are  not  finishing  high 
school.  We're  aiming  at  areas  that  are  high  poverty,  high  unem- 
ployment, and  also  have  a  high  youth  unemployment  rate. 

GAO  REPORT  ON  JOB  TRAINING 

Mr.  Stokes.  Mr.  Secretary,  would  you  take  a  moment  to  high- 
light for  us  the  GAO's  most  recent  and  significant  findings  with  re- 
spect to  successful  job  training  programs  for  the  disadvantaged, 
and  especially  as  it  relates  to  what  criteria  should  be  used  to  meas- 
ure success. 

Secretary  Reich.  Congressman,  this  relates  to  something  the 
Chairman  keeps  asking  about,  and  that  is  concrete  proof  of  our  ex- 
cess. What  we  have  looked  at  in  the  GAO  study,  the  JTPA  study, 
and  other  studies  is  to  see  what  happens  in  the  long  term  to  these 
young  people  who  were  in  these  programs.  We  have  a  pretty  good 
idea  of  what  happens  to  them  after  a  year  or  two,  but  after  three 
or  four  years  what  we  are  discovering  is  that  young  people  who 
have  had  access  to  the  best  of  this  kind  of  program,  and  I'll  de- 
scribe the  CET  program  in  a  moment,  have  wages  and  benefits 
that  are  $1,000  to  $3,000  higher  per  year  than  young  people  who 


34 

do  not  have  access  to  these  kinds  of  training  programs.  There  is  a 
statistically  significant  difference  between  them. 

And  the  kind  of  programs  that  work  best  are  the  programs  like 
the  CET  program  in  San  Jose  or  I've  mentioned  the  Detroit  Project 
Focus  Hope  program,  where  you  have  training  for  jobs  that  exist 
already,  and  where  you  know  that  there  are  employers  who  need 
those  young  people.  We  have  placement  rates  with  regard  to  the 
CET  program  and  Project  Focus  Hope  in  the  80-90  percent  range. 
These  young  people  are  making  something  of  their  lives.  Again,  if 
we  can  link  up  employers  with  that  training,  we  can  make  sure  the 
training  is  long  enough  to  give  them  at  least  a  basis  of  skills  in 
that  area,  and  we  are  seeing  very  substantial  results. 

The  GAO  report  identifies  four  elements  common  to  training  and 
employment  programs  that  work:  (1)  client  commitment  and  ability 
to  take  advantage  of  training  and  job  placement  services;  (2)  ad- 
dressing barriers  that  could  limit  ability  to  benefit  from  assistance; 
(3)  teaching  clients  the  employability  skills;  and  (4),  and  probably 
most  important,  as  I  just  mentioned,  providing  skill  training  that 
meets  local  employer  needs. 

Mr.  Porter.  Thank  you,  Mr.  Stokes.  Mr.  Istook. 

JURISDICTION  OF  NATIONAL  LABOR  RELATIONS  BOARD  (NLRB) 

Mr.  ISTOOK.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  good  to 
see  you  today.  You,  of  course,  have  made  many  public  comments 
on  minimum  wage,  we're  all  familiar  with  your  position  on  that. 
And  certainly  you've  made  the  point  about  the  inflationary  adjust- 
ment, comparing  the  earnings  of  people  now  with  times  in  the  past. 

I'm  concerned  that  we  have  another  inflation  adjustment  that  I 
have  not  heard  any  interest  in  pointing  out,  that  having  to  do  with 
the  jurisdiction  of  the  NLRB.  The  NLRB  was  established  originally 
in  1959  with  thresholds  involving  the  number  of  employees  but  ba- 
sically keying  on  the  volume  of  business  done  by  an  employer  to 
bring  it  under  the  NLRB's  jurisdiction  for  certain  disputes  as  op- 
posed to  referring  those  disputes  directly  to  the  courts;  that  is,  peo- 
ple would  still  have  access  to  the  courts  but  not  go  through  an  ad- 
ministrative process  if  they  did  not  meet  these  dollar  thresholds. 
For  example,  a  business  that  did  $500,000  worth  of  volume  in  1959 
would  not  be  doing  an  equivalent  amount  of  business  when  ad- 
justed for  inflation  now  in  1996. 

The  NLRB  reports  that  its  caseload  involving  establishments  of 
20  or  fewer  employees  is  now  about  20  percent  of  its  caseload  and 
in  other  times  in  recent  years  has  been  even  greater  than  that. 
Even  though  those  workplaces  involve  only  2  percent  of  the  amount 
of  employment  and  businesses  in  the  country,  yet  they  are  consum- 
ing 20  percent  of  the  NLRB's  caseload.  My  question  to  you  is, 
would  you  also  agree  that  the  dollar  amount  at  the  NLRB  should 
be  adjusted  for  inflation  from  what  it  was  in  1959? 

Secretary  Reich.  Congressman,  let  me  just  preface  my  comment 
by  saying  that  the  NLRB  is,  as  you  know,  an  independent  regu- 
latory agency.  The  chairman  does  not  report  to  me.  We  have  no  ju- 
risdictional relationship  whatsoever.  So  I  am  unable  to  make  a 
thoughtful  response  to  your  question.  I  simply  don't  have  the  facts 
and  have  not  reviewed  them. 
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Mr.  Istook.  So  you  would  not  necessarily  see  a  relation  between 
your  arguments  on  behalf  of  inflationary  adjustments  to  the  mini- 
mum wage  and  providing  employers  that  same  argument  to  adjust 
for  inflation,  something  that  has  not  been  changed  since  1959, 
which  is  far  longer  than  the  time  period  which  has  been  no  mini- 
mum wage  adjustment? 

Secretary  Reich.  Congressman,  again,  I  have  not  seen  the  data. 
We  don't  have  jurisdiction.  I  am  perfectly  happy  to  sit  down  with 
whomever  and  talk  about  it,  but  I  am  not  able  in  this  hearing  to 
give  you  an  intelligent  response  to  your  question. 

Mr.  ISTOOK.  I  wanted  to  see  if  you  were  willing  to  apply  your 
same  inflationary  rationale  to  a  situation  that  involves  employers 
as  you  do  to  employees.  Evidently,  as  a  point  of  principle,  you  don't 
think  that's  what  is  involved? 

Secretary  Reich.  I  can  reassure  you  that  in  terms  of  the  areas 
where  we  do  have  jurisdiction  that  we  have  made  every  effort  to 
ensure  that  small  businesses  are  given  special  protection,  special 
benefits.  Take  the  Family  and  Medical  Leave  Act,  for  example.  As 
you  know,  small  businesses  under  50  are  not  included  under  the 
Family  and  Medical  Leave  Act.  I  think  you  also  know  that  under 
the  minimum  wage  law  as  now  constituted  that  businesses  that 
have  under  $500,000  in  revenues  and  don't  deal  in  interstate  com- 
merce are  not  covered  by  the  current  minimum  wage  law.  I  could 
give  you  many  other  examples  of  what  we're  trying  to  do  in  other 
areas  of  the  law  and  what  Congress  has  already  done,  but  I  simply 
am  unable  to  give  you  a  thoughtful  response  to  your  question  be- 
cause I  haven't  seen  the  data. 

NATIONAL  LABOR  UNION  PUBLICITY  ADVERTISING 

Mr.  Istook.  It  is  always  interesting  to  all  of  us,  of  course,  wheth- 
er principles  are  consistently  applied.  For  example,  in  testimony  to 
this  subcommittee  the  NLRB  has  admitted  that,  yes,  they  are  exer- 
cising jurisdiction  in  situations  involving  employers  with  only  two 
employees.  Yet,  here  you're  talking  about  protections  for  people 
that  have  under  50  employees.  The  NLRB  does  not  seem  to  see  any 
similar  standard  for  people  that  have  as  few  as  two  employees. 

Mr.  Secretary,  we  have  a  situation  that  has  had  a  lot  of  publicity 
involving  the  national  labor  unions  and  their  publicity  advertising 
education  campaign,  or  whatever  you  and  I  might  agree  upon  as 
far  as  terminology  to  describe  it.  I  realize  you  may  describe  it  as 
one  thing,  I  may  describe  it  as  another,  but  we  both  know  there 
is  a  multi-million  dollar  campaign  involving  public  advertising 
being  pursued  by  the  unions  and  the  AFL-CIO  which  they  specify 
is  an  education  effort.  My  question  to  you  is,  was  there  within  let's 
say  since  January  1,  1995  any  inquiry  by  union  officers  or  national 
union  officers  of  the  AFL-CIO  to  the  Department  of  Labor  asking 
for  any  advice  or  judgment  on  the  legality  and  propriety  of  this  na- 
tional advertising  effort  which  they  now  have  underway,  or  any 
such  inquiry  to  any  part  of  the  Department  of  Labor  that  relates 
to  the  propriety  or  legality  of  assessing  any  higher  amount  of  dues 
or  surcharging  dues  of  union  members  nationally  as  it  relates  to 
that  effort?  Was  there  any  sort  of  inquiry  or  communication  with 
these  persons  and  anyone  within  the  Department  of  Labor? 

Secretary  Reich.  Not  that  I  know  of,  Congressman. 
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Mr.  Istook.  Have  you  ever  sought  to  ascertain  whether  that's 
the  case? 

Secretary  Reich.  No.  Again,  jurisdictionally,  the  National  Labor 
Relations  Board  does  handle  what  would  be  alleged  unfair  labor 
practices.  The  Board  would  be  the  place  at  which  any  such  claims 
or  any  such  legal  concerns  would  be  raised.  And  I  know  of  no  such 
inquiries  to  the  Labor  Department. 

Mr.  ISTOOK.  So  you  are  testifying  then  that  you  personally  had 
no  conversations  with  any  labor  union  officials  since  January  1, 
1995  that  relate  to  the  propriety  or  legality  of  conducting  this  effort 
which  they  have  underway? 

Secretary  Reich.  I  don't  recall  any,  Congressman. 

Mr.  Istook.  And  as  part  of  that,  will  you  say  that  you  have  had 
no  discussions  with  them  regarding  the  effort  itself  even  if  you 
would  not  categorize  those  as  being  focused  on  the  legality  or  pro- 
priety of  the  effort?  You  have  just  not  discussed  the  efforts  with 
labor  union  officials  whatsoever? 

Secretary  Reich.  Not  that  I  recall. 

Mr.  Istook.  So  no  communications  whatsoever  between  you  and 
union  officials  regarding  this  effort  they  have  underway? 

Secretary  Reich.  I  don't  recall  any  personal  communications, 
Congressman. 

Mr.  ISTOOK.  I  thank  you.  I  would  ask  that  you  inquire  within 
your  Department  whether  there  has  been  communications  with 
others  and  especially  if  there  were  written  communications  which 
we  would  like  to  see.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Istook.  Mr.  Hoyer. 

Mr.  Hoyer.  Just  a  follow-up  to  that,  Mr.  Secretary.  Have  you 
had  any  discussions  with  the  National  Rifle  Association  about  any 
of  their  expenditures? 

Secretary  Reich.  I  don't  recall  any. 

Mr.  Hoyer.  Have  you  had  any  discussions  with  any  of  the  Chris- 
tian Coalition  about  their  expenditures? 

Secretary  Reich.  Congressman,  I  don't  recall  any. 

Mr.  Hoyer.  Has  the  National  Association  of  Manufacturers 
asked  you  any  advice  or  counsel  about  their  expenditures  politi- 
cally? 

Secretary  Reich.  There  was  a  rumor  that  they  were  going  to  but 
they  did  not,  Congressman. 

Mr.  Hoyer.  I  had  heard  that  which  is  why  I  asked  the  question. 
Has  the  Health  Insurance  Association  of  America  discussed  with 
you  over  the  last  36  months  spending  over  $100  million  to  defeat 
the  health  care  proposals? 

Secretary  Reich.  I  don't  recall  any  such  communication. 

Mr.  Hoyer.  So  you  had  none  of  those  discussions? 

Secretary  Reich.  Not  that  I  recall. 

Mr.  Porter.  Mr.  Secretary,  we  apologize  for  having  so  many  law- 
yers on  our  subcommittee.  [Laughter.l 

ONE-STOP  CAREER  CENTERS 

Mr.  Hoyer.  Mr.  Secretary,  as  you  know,  I  am  very  interested  in 
the  coordination  of  programs,  particularly  dealing  with  families 
and  children.  You  mentioned  your  one-stop  Career  Centers,  which 
I  think  is  a  great  idea,  but  my  question  is  what  steps  have  you 
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taken  to  coordinate  your  services  with  those  offered  through  the 
Department  of  Education  and  the  Department  of  Health  and 
Human  Services? 

Secretary  Reich.  A  number  of  steps,  Congressman.  First  of  all, 
as  you  know,  the  entire  school-to-work  system  is  coordinated  be- 
tween the  two  departments.  They  said  it  couldn't  be  done  and  I  re- 
member talking  with  members  of  this  committee  who  expressed 
some  skepticism.  But  it  has  worked  out  marvelously  well.  On  the 
basis  of  that  relationship,  we  have  coordinated  many  other  efforts. 

With  HHS,  we  are  coordinating  our  one-stop  effort  so  that  if  wel- 
fare recipients,  for  example,  need  additional  assistance  in  finding 
a  job,  getting  off  welfare,  getting  job  search  assistance  and  job 
counseling,  they  know  where  to  go.  They  can  go  to  that  same  one- 
stop  Career  Center.  In  fact,  right  now,  if  you  look  at  JTPA  Title 
II-A,  the  adult  disadvantaged  program,  over  40  percent  of  partici- 
pants in  JTPA  Title  II-A  are  welfare  recipients.  So,  as  the  jobs  pro- 
gram that  was  specifically  designed  for  welfare  recipients  recedes, 
JTPA  takes  on  a  double  load.  It  both  takes  on  the  adult  disadvan- 
taged who  are  not  in  welfare  and  also  the  adult  disadvantaged  who 
are  in  welfare.  And  the  one-stops  will  be  the  place  where  everyone 
can  go. 

Mr.  Hoyer.  Mr.  Secretary,  you  have  heard  me  on  this  before  of 
course,  and  I've  talked  to  Secretary  Shalala,  and  the  committee  has 
heard  me.  Elementary  schools  are  centrally  located  public  facilities. 
We  have  deemed  them  historically  to  be  educational.  But  families 
have  a  multiplicity  of  problems,  some  of  which  are  your  principal 
responsibilities:  particularly  getting  moms  to  work,  which  all  of  us 
want  to  do,  as  well  as  dads  who  can  pay  support  for  children.  I 
would  urge  that  there  be  discussion  about,  in  effect,  the  one-stop 
family  and  children  centers  which  Secretary  Riley  has  talked 
about. 

Secretary  Reich.  Yes,  we're  working  closely. 

Mr.  Hoyer.  I  think  it  will  facilitate  people  getting  to  the  services 
that  we  provide  that  are  critical  to  getting  the  objectives  we  want; 
that  is  people  working,  being  productive  and  paying  taxes,  and 
being  able  to  support  their  families. 

Secretary  Reich.  I  think  that's  a  good  idea.  We  are  also  trying 
to  use  the  schools  in  the  evening  to  provide  job  training  assistance 
to  the  adults. 

JOB  CORPS 

Mr.  Hoyer.  The  last  question  in  my  five  minutes  relates  to  Job 
Corps.  As  you  know,  I'm  a  big  supporter  of  Job  Corps.  This  commit- 
tee has  historically  been  a  very  strong  supporter  of  Job  Corps. 
What  options  is  the  Department  considering  to  expand  training 
slots  in  Job  Corps? 

Secretary  Reich.  We  are  still  aiming,  Congressman,  for  the  origi- 
nal 50-50  objective;  that  is  expand  Job  Corps  by  50  centers  and  50 
percent  enrollment.  We  have  over  60,000  young  people  in  Job 
Corps  right  now  and  it  has  proven  effectiveness.  That  is  why  we 
are  asking  for  additional  resources.  And  I  do  appreciate  this  com- 
mittee's support  of  Job  Corps.  We  have  not  had  that  kind  of  uni- 
form support  across  Congress  but  this  committee  has  prevailed  on 
Job  Corps  and  it  is  an  extremely  wise  investment.  So  we  are  mov- 
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ing  ahead  with  the  funding  and  the  development  of  new  centers 
and  our  original  objective  is  still  the  same. 

Mr.  Hoyer.  Thank  you,  Mr.  Secretary.  Thank  you,  Mr.  Chair- 
man. 

Mr.  Porter.  Thank  you,  Mr.  Hoyer.  Mr.  Miller. 

IMPACT  OF  PROPOSED  MINIMUM  WAGE  INCREASE 

Mr.  Miller.  Mr.  Secretary,  let  me  start  off  with  a  question  on 
minimum  wage  since  this  keeps  coming  up  and  I  know  you're  an 
advocate  of  even  a  larger  one  than  is  being  proposed.  Mr.  Stokes 
asked  the  question  and  you  talked  about  the  disadvantaged  youth, 
the  unemployed  minorities,  blacks  or  Hispanics,  those  without  high 
school  diplomas  and  such.  The  overwhelming  amount  of  economic 
studies  show  those  are  the  people  most  impacted  by  minimum 
wage  change.  There  is  no  question  that  $4.25  is  not  enough  to  live 
on;  I'm  not  debating  that  issue.  But  the  unemployment  numbers 
are  going  up.  The  miniority  unemployment  keeps  getting  higher 
and  higher  all  the  time  as  minimum  wage  goes  higher  and  higher. 
Part  of  the  argument  against  increasing  minimum  wage  is  that  you 
are  hurting  those  most  in  need  of  the  jobs.  A  lot  of  studies  show 
that  we're  talking  about  400,000  jobs  lost.  One  or  two  studies  may 
show  that  it  may  not  have  that  impact,  but  there  is  some  question 
about  those  studies. 

What  job  losses  do  you  think  will  be  impacted  by  the  disadvan- 
taged, whether  it  is  the  blacks,  the  uneducated,  those  without  de- 
grees, those  are  the  ones  that  are  going  to  lose  jobs,  right? 

Secretary  Reich.  Congressman,  I've  looked  at  the  data  very  care- 
fully. The  difference  between  where  we  were  in  1989  when  both 
parties  in  Congress  voted  in  favor  of  minimum  wage  increase  and 
where  we  are  today  is  that  between  1989  and  today  a  lot  of  studies 
were  undertaken,  controlled  studies,  studies  done  by  some  of  the 
most  eminent  researchers  in  this  country  on  the  effects  of  both  the 
minimum  wage  increases  that  went  into  effect  in  1990  and  1991, 
but  also  what  happened  when  States  increased  their  own  minimum 
wage  above  what  the  Federal  minimum  wage  was.  Those  studies, 
there  are  over  a  dozen  such  studies,  show  a  negligible  impact  in 
terms  of  job  loss. 

Now,  why  would  that  be?  Some  people  ask  me  doesn't  that  in 
some  sense  violate  the  law  of  supply  and  demand.  It  doesn't  in  the 
following  respect.  If  the  minimum  wage  is  already  very  low,  what 
researchers  have  found  is  that  by  raising  it  a  modest  amount  in  the 
area  of  $5.15,  $5.20,  what  we're  talking  about,  you  end  up  pulling 
additional  people  into  the  job  market,  including  disadvantaged 
young  people  who  would  not  want  to  work,  don't  feel  it's  worth  it 
for  them  to  work  at  $4.25. 

In  1989,  as  part  of  the  minimum  wage  increase,  Congress  passed 
a  youth  sub-minimum  wage.  That  was  designed  in  order  to  avoid 
any  problems  of  the  sort  that  you  are  talking  about.  What  was  the 
effect  of  that  youth  sub-minimum  wage?  Interestingly,  surveys 
have  shown  that  only  1  percent  of  employers  actually  bothered  to 
use  it.  The  effects  were  simply  negligible. 

Mr.  Miller.  Let  me  make  a  comment  on  that.  It  added  a  bu- 
reaucracy. You  had  to  figure  out  how  you  had  to  document  to  qual- 
ify for  that  area.  But  the  facts  are  that  the  unemployment,  as  Mr. 
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Stokes  said,  for  the  disadvantaged  has  been  increasing  and  mini- 
mum wage  will  further  increase  that. 

BUDGET  INCREASE 

Let  me  switch  to  another  subject,  and  that  is  the  budget.  There 
is  a  12  percent  increase.  I  think  this  was  prepared  probably  before 
the  1996  appropriation  was  finalized;  I'm  sure  it  was  since  we  just 
passed  it,  right? 

Secretary  Reich.  But  we  had  done  a  lot  of  the  groundwork.  But, 
again,  this  particular  budget  was  done  obviously  using  the  base  of 
the  1996  conference.  We  did  it  very  quickly  but  we  did  a  lot  of  con- 
tingency work  in  light  of  the  possibilities  that  would  come  out. 

Mr.  Miller.  Obviously,  we're  not  going  to  be  able  to  generate 
that  kind  of  revenue  within  this  committee.  The  602(b)s  are  going 
to  be  hard  to  come  up  with  the  numbers.  What  new  programs  do 
you  have  and  how  can  we  justify  new  programs  now  with  the  tight 
financial  situation  we're  in  and  with  the  upcoming  Careers  Act  or 
whatever  comes  out  of  that  which  may  impact  some  of  these  pro- 
grams. How  do  you  justify  creating  new  programs  at  this  time? 

Secretary  Reich.  Congressman,  there  are  not  new  programs  as 
such.  What  we're  seeking  is  to  refine  some  of  the  programs  that  we 
already  have.  We  are  focusing  one  pilot  project,  as  I  mentioned,  on 
out-of-school  youth,  and  this  is  a  very  important  target  population 
that  has  fallen  through  the  cracks,  and  we  want  to  have  a  dem- 
onstration pilot  project  basically  to  bring  that  unemployment  down 
in  certain  opportunity  zone  areas,  empowerment  zone  areas,  enter- 
prise zone  areas,  so  that  we  can  actually  measure  the  impact  of 
bringing  youth  unemployment  down,  including  the  impact  on 
crime,  the  impact  on  deviancy,  and  what  happens  relative  to  other 
areas  that  don't  have  this  kind  of  saturated  approach. 

Mr.  Miller.  Is  that  the  only  new  program? 

Secretary  Reich.  We  are  also  requesting  funding  for  new  jobs  for 
Residents  and  incumbent  worker  initiatives.  In  addition,  we  are 
asking  for  increases  in  the  Employment  Standards  Administration, 
for  example,  but  most  of  that  is  going  to  the  immigration  initiative 
because  we  are  convinced  that  with  regard  to  undocumented  aliens 
you  want  to  go  after  not  just  the  supply  but  also  the  demand,  and 
that  by  enforcing  our  labor  laws  we  can  cut  off  the  demand.  We  are 
also  seeking  an  increase  for  OSHA.  As  I  said  in  my  remarks,  that 
is  primarily  to  put  into  place  a  very  new  OSHA,  an  OSHA  that  is 
working  in  partnership  with  employers,  that  is  developing  means 
of  simplifying  regulations,  and  also  is  expanding  the  Maine  200 
program  that  is  having  very  good  results  around  the  country. 

Mr.  Miller.  Is  there  any  department  or  program  within  your  de- 
partment that  is  going  to  have  less  money  you  are  requesting  for 
next  year  or  is  being  eliminated?  Has  everything  got  an  increase? 

Secretary  Reich.  No,  everything  does  not  have  an  increase.  In 
fact,  we  are  seeking  some  cuts.  In  fact,  we  have  endured  cuts  in 
the  1996  conference 

Mr.  Miller.  I'm  talking  from  the  1996  conference  numbers  to  the 
1997  budget  request. 

Secretary  Reich.  We  are  seeking  zero  increases,  for  example,  in 
Title  II-C,  which  is  JTPA  for  youth.  We  are  maintaining  the  $127 
million  level  right  from  the  1995  recision.  In  addition,  the  Glass 
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Ceiling  Commission  and  the  National  Veterans'  Training  Institute 
will  be  eliminated.  We  are  seeking  very  moderate  increases  in 
other  areas.  But  our  priority  areas  have  to  do  with  that  new  pilot 
program  focusing  on  out-of-school  youth  and  also  on  the  immigra- 
tion and  the  401(k)  enforcement  that  I  mentioned  before  which  I 
think  is  vitally  important  to  ensure  that  the  401(k)  program  actu- 
ally is  a  program  which  people  can  count  on  if  they  have  retire- 
ment money  and  they  don't  want  to  worry  about  the  safety  of  that 
retirement  money. 

Mr.  Miller.  But  it  is  overwhelmingly  increases.  There's  not 
much  cutting. 

Secretary  Reich.  It  is  mostly  increases  and,  again,  those  in- 
creases reflect  the  President's  priorities.  And  I  do  want  to  under- 
score they  are  paid  for  in  the  President's  budget.  Again,  this  com- 
mittee has  a  challenge  with  regard  to  the  602(b)  process,  but  we 
are  hopeful  that  there  will  be  enough  funding,  and  the  President 
has  indicated  where  he  would  draw  the  funds  from.  We're  hopeful 
that  there  will  be  enough  funding  for  managing  the  increases  here 
because  these  are  such  high  priorities. 

Mr.  Porter.  Thank  you,  Mr.  Miller.  Members  should  be  advised 
that  there  is  a  variation  in  the  time  that  you've  had  with  the  Sec- 
retary. Often  that  happens  because  the  Secretary  finishes  an  an- 
swer to  a  question  that  is  asked  right  at  the  five  minute  time. 
Overall,  I  think  we're  fairly  even. 

Ms.  Pelosi? 

Ms.  Pelosi.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  welcome. 
I  first  want  to  commend  you  for  your  leadership  and  the  energy 
that  you  bring  to  your  job  for  American  workers.  Indeed,  the  schol- 
arship and  the  excellence  of  your  service  as  Secretary  of  Labor  has 
been  a  source  of  encouragement  to  American  workers  and,  of 
course,  to  a  Member  of  this  committee  who  believes,  as  you  said, 
that  we  are  all  blessed  to  serve  on  a  committee  that  has  this 
charge.  Indeed,  we're  also  blessed  to  have  our  Chairman  who  ap- 
preciates many  of  the  programs  on  which  the  American  worker  de- 
pends. 

DISLOCATED  WORKERS 

I  was  particularly  interested  in  your  request  for  an  increase  of 
$193  million  for  the  dislocated  worker  assistance  program.  I  com- 
mend the  administration  for  giving  this  program  such  a  high  prior- 
ity. With  corporate  downsizing,  trade  adjustment,  and  for  all  the 
obvious  reasons,  now  more  than  ever,  there  is  a  need  for  us  to  ad- 
dress the  dislocated  worker  assistance  program  in  a  stronger  way. 
Given  the  potential  for  the  size  of  this  problem,  have  you  requested 
sufficient  funding  for  the  dislocated  worker  assistance  program? 

Secretary  Reich.  Sufficient  funding,  Congresswoman,  is  a  matter 
of  some  subjective  judgment.  I  don't  believe  that  we  are  up  to  suffi- 
cient funding  given  that  2.5  million  people  are  expected  to  lose 
their  jobs  permanently,  and  the  funding  that  we  are  requesting  will 
only  deal  with  a  fraction  of  the  number  of  these  people  in  terms 
of  providing  them  with  job  search  assistance,  job  counselling,  and 
job  training.  My  hope  is  that  as  we  move  toward  a  more  and  more 
efficient  system  in  terms  of  consolidating  programs,  and  offering 
one-stop  shopping,  offering  a  labor  market  information  system  such 
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as  America's  Jobs  Bank,  that  we  can  overcome  the  fact  that  only 
a  fraction  of  the  people  who  lose  jobs  and  need  these  kinds  of  serv- 
ices will  get  them. 

Ms.  PELOSI.  Well,  it  seems  to  me  that  this  should  have  a  higher 
priority  in  our  budget  considerations  in  light  of  what  you  just  said. 
Clearly,  some  of  these  people  are  losing  jobs  at  the  expense  of  oth- 
ers getting  higher  paying  jobs.  This  is  certainly  true  in  the  case  of 
trade,  and  the  disparity  could  be  regional,  the  difference  in  it  par- 
ticipating in  the  benefit  could  be  regional  or  otherwise.  American 
workers  are  justifiably  menaced  and  concerned  about  this.  So  I 
would  hope  on  the  basis  of  your  answer  and  the  need  that  we  all 
see  that  we  could  be  thinking  in  a  significantly  different  way  rath- 
er than  incrementally  about  our  dislocated  worker  program. 

BALANCED  BUDGET  PLAN 

In  light  of  that,  I  wanted  to  follow  up  on  a  line  of  questioning 
you  had  with  our  Chairman.  The  President's  balanced  budget  plan 
saves  $297  billion  in  discretionary  spending  over  seven  years,  as 
you  know,  cutting  lower  priority  spending  but  investing  in  edu- 
cation, job  training,  the  environment,  science  and  technology,  law 
enforcement,  and  other  priorities  to  raise  the  living  standard  and 
improve  quality  of  life.  I  think  that  in  this  time  of  transition  the 
dislocated  worker  assistance  program  is  one  program  that  deserves 
more  attention.  In  order  for  it  to  get  a  needed  increase,  we  have 
to  have  a  higher  602(b)  allocation. 

You  talked  a  little  bit  about  how  programs  at  the  Department  of 
Labor  fared  in  the  President's  seven  year  balanced  budget  plan  in 
relationship  to  other  departments.  But  I  wish  you  would  say  some 
more  about  that  and  speak  to  the  need  for  a  higher  602(b)  alloca- 
tion. I  think  that  we're  at  a  point  in  our  country's  economic  life 
that  we  need  to  be  investing  more  in  our  workers.  If  you  could  ad- 
dress that. 

Secretary  Reich.  Congresswoman,  want  to  give  you  some  sense 
of  proportionality,  and  this  also  responds  to  Congressman  Miller's 
point.  Before  the  1995  rescission,  the  Department  of  Labor's  budget 
was  adjusted  for  inflation  almost  exactly  what  we  are  seeking  for 
1997.  In  other  words,  adjusted  for  inflation,  given  worker  protec- 
tions, the  needs  that  workers  have  for  job  training  if  they've  lost 
their  jobs  because  of  corporate  downsizing  or  defense  downsizing, 
and  all  of  the  concerns  that  we've  talked  about  with  regard  to  dis- 
advantaged workers,  out-of-school  youth,  we  are  barely  holding 
even.  Even  if  we  get  the  nominal  11  percent  increase  over  the  1996 
agreed  to  budget,  we  are  barely  holding  even  on  an  inflationary 
basis  with  the  pre-recision  1995  budget.  So  rather  than  view  this 
as  a  huge  increase,  I  think  it  is  more  appropriate  to  view  this  as, 
if  anything,  a  maintenance  of  effort  from  1995. 

So  I  would  agree,  and  I  do  appreciate  the  efforts  that  the  Chair- 
man has  made  in  the  past,  but  I  agree  with  you  that  seeking  a 
larger  602(b)  allocation  for  this  vital  area  of  human  resources  is 
critically  important.  That's  what  the  President  has  done  in  his 
budget. 

Ms.  Pelosi.  So  many  times  we  hear  participants  in  the  budget 
debate  talk  about  dynamic  scoring.  I  would  think  one  area  where, 
if  you  believe  in  dynamic  scoring,  one  area  where  this  would  be  ap- 
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plicable  would  be  when  we  talk  about  improving  the  job  opportuni- 
ties for  American  workers  and,  therefore,  increase  the  revenue  to 
our  own  treasury.  So  I  consider  this  not  only  an  investment  for 
people,  but  a  way  to  balance  the  budget  as  well.  Would  you  agree? 

Secretary  Reich.  It's  revenue  but  also  productivity. 

Ms.  Pelosi.  Yes. 

Secretary  Reich.  And  I  want  to  stress  that  because  perhaps  we 
have  not  stressed  it  enough  in  the  past.  Almost  70  percent  of  the 
output  of  this  economy  is  people.  If  we  invest  in  people,  we  build 
the  economy  and  we  generate  higher  productivity.  The  most  direct 
way  toward  higher  productivity  is  through  private  and  public  in- 
vestments in  the  capacities  for  people  to  be  more  productive.  This 
is  not  a  complicated  issue.  Now,  it  does  get  complicated  in  trying 
to  design  programs  that  really  have  maximum  effect,  and  that  is 
what  we  have  been  doing.  Secretary  Riley,  Secretary  Shalala,  and 
I  have  been  working  very  hard  to  make  sure  these  human  resource 
programs  really  get  the  maximum  bang  for  the  buck.  But  when 
we're  allocating  scarce  Federal  resources,  we  ought  to  keep  in  mind 
that  this  is  where  people  are,  and  this  is  the  heart  of  our  potential 
productivity  improvement. 

Mr.  Porter.  Thank  you,  Ms.  Pelosi. 

Ms.  Pelosi.  Thank  you,  Mr.  Secretary. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Mr.  Dickey? 

CONSERVATIVE  VERSUS  LIBERAL 

Mr.  Dickey.  Good  morning,  Mr.  Secretary.  How  are  you? 

Secretary  Reich.  Good.  How  are  you,  Congressman? 

Mr.  Dickey.  I'm  doing  fine. 

Mr.  Secretary,  I  consider  myself  a  conservative.  Do  you  consider 
yourself  a  liberal? 

Secretary  Reich.  It  depends  on  how  you  define  conservative  and 
liberal,  Congressman.  I  consider  myself  as  somebody  who  cares  a 
great  deal,  and  I'm  sure  you  do  as  well,  about  the  ability  of  this 
country  to  be  competitive,  about  the  ability  of  every  single  person 
in  this  country  to  use  their  God-given  talents  and  make  something 
of  themselves.  Now  we  may  have  differences  in  means,  how  you  get 
to  that  goal,  but  I  don't  know  what  these  labels  liberal/conservative 
mean  anymore  in  terms  of  our  objectives.  I  think  we  probably 
share  the  same  objectives. 

Mr.  Dickey.  Well,  let's  do  this.  Let's  just  assume  that  we  come 
at  these  issues  from  different  approaches,  whatever  they  might  be. 
I  want  you  to  know  that  I  do  have  a  goal  of  trying  to  do  something 
for  some  people  and — in  my  question  of  you  last  year  and  the  ques- 
tion now,  we  don't  have  to  dislike  each  other;  we  don't  have  to 
argue — it  is  just  that  we  come  at  it  from  a  different  approach. 

Secretary  Reich.  I  appreciate  that  and  I  personally  like  you  very 
much,  Congressman.  [Laughter.] 

But  if  I  may  just  say  one  parenthetical  remark.  The  person  sit- 
ting to  your  left,  Mr.  Riggs  and  I  have  been  working  very,  very 
hard  at  a  bipartisan  bill  to  completely  reform  this  job  training  sys- 
tem and  to  provide  vouchers  to  people  so  they  can  get  the  training 
under  the  circumstances  they  want,  when  they  want  it.  And  many 
other  members  on  your  side  of  the  aisle  have  been  working  with 
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us  on  that  issue.  I  don't  believe  we  have  to  inevitably,  even  if  we 
have  different  means  and  different  approaches,  I  don't  think  we  in- 
evitably have  to  clash  even  on  how  we  go  about  doing  these  things. 

Mr.  Dickey.  Okay.  Answer  this  question  specifically  if  you  can. 
Do  you  see  any  benefit  to  the  American  worker  from  the  fact  that 
Congress  is  now  controlled  by  the  conservatives? 

Secretary  Reich.  I  have  to  think  long  and  hard  about  that,  Con- 
gressman. When  you  say  control  of  the  conservatives,  perhaps  you 
could  help  me  just  a  bit  in  defining  your  term. 

Mr.  Dickey.  The  Republicans  are  now  in  control,  and  I  guess 
there  are  more  conservatives  in  the  Republican  ranks  than  there 
are  in  the  Democrat  ranks.  But  I  am  talking  about  conservatives, 
both  Democrats  and  Republicans,  who  want  somehow  to  get  some 
control  of  a  runaway  regulatory  attitude  or  mentality  that  exists 
that  we  think  is  harming  the  American  worker.  What  I  am  con- 
cerned about  is  that  you  are  just  sitting  there  saying,  we're  going 
to  have  to  endure  this  until  November,  and  we  don't  really  think 
this  is  a  serious  effort,  and  those  people  are  all  against  us,  whoever 
us  might  be.  I'm  trying  to  see  if  there's  an  attitude  like  that  in  your 
Department. 

Secretary  Reich.  I  don't  think  there  is  that  attitude  and  111  tell 
you  why.  I  mentioned  just  a  moment  ago  what  Congressman  Riggs 
and  I  and  others  are  trying  to  accomplish.  There  are  many  other 
areas  where  we  are  working  together,  even  in  the  regulatory  area. 
There  is  a  difference  of  opinion,  and  I  respect  a  sharp  difference  of 
opinion,  on  certain  issues  like  the  minimum  wage.  But  even  some 
of  your  brothers  in  the  Republican  Party  are  beginning  to  see  the 
light  on  that  one. 

Mr.  Dickey.  Unfortunately. 

Secretary  Reich.  But  take  regulatory  reform.  Now,  you're  going 
to  hear  tomorrow  from  Joe  Dear,  the  head  of  OSHA.  You  have  al- 
ready heard  from  him  before,  I'm  sure.  Joe  has  embarked  upon  a 
reform  of  the  Occupational  Safety  and  Health  Administration  that 
is  drawing  praise  from  business  groups  and  conservatives  because 
he  is  launching  a  path  toward  regulatory  reform  that  is  not  incon- 
sistent with  your  principles  but  also  protects  the  life  and  limb,  the 
safety  and  health  of  American  workers,  which  I  think  is  your  objec- 
tive as  well.  So  I  guess  I  acknowledge  that  there  are  certain  prin- 
cipal differences  but  I  think  it  is  too  easy  to  stereotype  each  side 
in  these  debates. 

INTERNATIONAL  BROTHERHOOD  OF  ELECTRICAL  WORKERS 

Mr.  Dickey.  Let  me  get  more  specific  in  this  round  and  then  we 
can  come  back.  I  have  here  with  me  a  letter  from  the  International 
Brotherhood  of  Electrical  Workers  Local  Union  474  in  Memphis, 
Tennessee,  to  the  president  of  the  Little  Rock  Electrical  Contrac- 
tors which  plans  to  do  the  electrical  work  on  a  Kroeger  store  in 
West  Memphis.  The  Union  threatens  the  Electrical  Workers  to  use 
union  employees  rather  than  contracting  to  non-union.  Let  me  read 
some  of  the  excerpts  from  the  letter.  "If  you  choose  not  to  sign  an 
agreement  with  Local  474,  please  be  aware  that  we  are  involved  in 
an  active  organizing  campaign.  In  the  event  you  should  continue  to 
construct  or  contract  for  the  construction  or  renovation  of  your 
project  through  the  use  of  workers  who  are  employed  under  sub- 
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standard  terms  and  conditions  of  employment,  we  will  exercise  our 
right  to  inform  the  public  of  those  substandard  terms  and  condi- 
tions. In  doing  so,  we  will  make  appropriate  use  of  lawful  forms  of 
picketing,  handbilling,  advertising,  or  other  means  necessary  to  ex- 
press our  views  to  our  members  and  to  the  public.  We  shall  pre- 
sume that  work  which  is  not  performed  pursuant  to  the  terms  and 
conditions  negotiated  by  our  Local  Union  has  been  performed  on  a 
substandard  basis." 

Secretary  Reich,  is  it  your  opinion  that  the  National  Labor  Rela- 
tions Act  protects  such  threats? 

Secretary  Reich.  Again,  let  me  first  preface  my  remarks  by  say- 
ing that  I  do  not  have  jurisdiction  in  my  role  of  Secretary  of  Labor 
over  decisions  of  the  National  Labor  Relations  Board.  The  Board 
chair,  the  general  counsel,  members  of  the  Board  do  not  report  to 
me.  It  is  an  independent  regulatory  agency.  So  my  opinions  about 
labor  law  are  about  as  significant  as  anybody  else's  who  observes 
labor  law  but  has  no  direct  authority  in  terms  of  enforcing  those 
provisions  of  the  National  Labor  Relations  Act. 

As  a  layman  looking  at  that  situation,  it  would  seem  to  me  to 
be  perfectly  permissible  knowing  what  I  know  about  labor  law.  But 
again,  I  can't  give  you  a  definitive  view  because  I  don't  have  formal 
jurisdiction  and  I'd  like  to  know  more  about  the  facts  of  any  given 
situation. 

Mr.  Dickey.  Thank  you,  sir. 

Mr.  Porter.  Thank  you,  Mr.  Dickey. 

Mrs.  Lowey? 

Mrs.  LOWEY.  Thank  you,  Mr.  Chairman.  I  want  to  welcome  you, 
Secretary  Reich  and  I  want  to  congratulate  you  on  your  outstand- 
ing leadership  of  the  Department  of  Labor,  particularly  for  your 
focus  on  effectiveness,  for  your  reform  of  the  programs,  and  for  get- 
ting results.  It's  been  a  pleasure  working  with  you.  And  I  also  want 
to  thank  you  for  your  analysis  of  the  anxiety,  the  frustration,  and 
the  worry  of  the  American  workforce.  In  fact,  you  termed  the 
phrase  the  "anxious  class"  many  years  ago.  And  although  there  are 
some  in  the  political  arena  who  understood  what  you  were  saying 
and  have  even  used  this  term,  and  your  analysis  for  their  own  po- 
litical purposes,  you  are  really  doing  something  about  it.  The  kinds 
of  programs  you  have  been  talking  about,  and  your  focusing  on  the 
issue  of  job  insecurity  like  a  laser  beam  can  lead  to  results,  and  I 
look  forward  to  working  with  you  on  this  issue. 

Secretary  Reich.  Thank  you,  Congresswoman. 

WORKERS'  pensions 

Mrs.  Lowey.  I  think  we  have  to  be  wary  of  those  in  the  political 
arena  who  talk  about  the  anxious  class  because  they  want  to  bene- 
fit politically  from  it  but  are  not  really  providing  solutions.  I  do 
want  to  thank  you  for  not  only  addressing  this  issue  but  for  provid- 
ing some  solutions.  In  Westchester  County,  many,  many  workers 
have  been  downsized,  because  Westchester  County  has  been  home 
to  a  large  number  of  the  fortune  500  corporations.  I  believe  the  lat- 
est number  is  about  36  million  jobs  nationally  and  Westchester 
County  is  a  huge  portion  of  that. 

With  regard  to  that  issue,  One  of  the  things  I've  been  particu- 
larly concerned  about  with  regard  to  the  issue  of  downsizing  and 
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in  looking  at  your  chart  where  it  shows  that  over,  I  believe  it  was 
50  million  workers  don't  have  pensions,  I  would  be  interested  in 
your  overall  assessment  of  workers'  pensions.  Are  they  adequate? 
Are  they  safe?  Why  is  your  requested  increase  in  pension  enforce- 
ment necessary?  What  will  these  funds  be  used  for?  There  is  a  real 
unease  among  American  workers  about  what's  going  to  happen  to 
them  later  on.  So  I  would  appreciate  any  response. 

Secretary  Reich.  Congresswoman,  we  do  have  a  problem  in  this 
country  in  terms  of  too  many  workers  who  do  not  have  adequate 
savings  and  private  pensions.  The  growth  in  employer-provided 
pensions  has  shifted  from  what  are  called  defined  benefit  pensions 
in  which  you  stay  with  the  same  company  for  40  years,  you  retire, 
and  you  get  a  gold  watch  and  a  defined  benefit  pension.  You  know 
what  that  benefit  is,  you  never  had  to  worry  about  investments.  We 
have  shifted  to  defined  contribution  plans,  like  401(k)s  in  which 
more  and  more  responsibility  is  placed  on  a  worker.  In  fact,  gen- 
erally under  these  plans,  the  workers  must  contribute  in  order  to 
participate,  usually  contributing  all  or  most  of  the  balance. 

Now,  you  recall  when  we  came  to  office,  one  of  our  first  respon- 
sibilities was  to  make  sure  that  the  defined  benefit  system  was  safe 
and  secure.  Congress  did  pass  at  the  President's  urging  pension  re- 
form legislation  which  will  require  all  companies  to  fully  fund  their 
defined  benefit  pension  plans.  And  we've  seen  what  could  have 
been  another  savings  and  loan  fiasco  actually  turned  around  and 
the  Pension  Benefit  Guaranty  Corporation  is  now  moving  toward 
solvency  at  a  very  rapid  pace. 

With  regard  to  the  defined  contribution  plans,  the  401(k)s,  there 
is  no  analogous  Federal  insurer.  We  have  discovered  what  I  still 
believe  is  a  very  small  proportion  of  401(k)  plans  where  there  is 
wittingly  or  unwittingly  a  diversion  of  resources,  of  withheld  em- 
ployee savings  that  should  be  getting  into  the  plans,  employers  are 
diverting  it  for  other  purposes.  We  have  increased  enforcement  in 
that  area  and,  as  I  mentioned  in  my  opening  statement,  we  are 
seeking  additional  resources.  The  401(k)  system  has  grown  very 
rapidly.  There  are  now  22  million  American  workers  who  have 
401(k)  type  plans.  It  has  grown  so  rapidly  that  it  is  no  wonder  that 
there  are  some  rotten  apples  in  the  barrel.  In  order  to  assure 
American  workers  that  they  will  get  their  401(k)  plan  contributions 
when  they  retire,  we  have  got  to  enforce  the  law  and  make  abso- 
lutely certain  that  is  a  secure  program.  That  is  what  we  are  seek- 
ing those  resources  for. 

The  President  will  also  be  introducing  an  omnibus  pension  re- 
form legislation  which  I  believe  and  hope  has  many  elements  which 
will  attract  bipartisan  support  in  terms  of  increasing  coverage,  ena- 
bling small  businesses  to  offer  401(k)  type  plans  in  a  much  more 
simplified  way,  with  basically  a  one  page  application  form  instead 
of  a  much  more  complicated  process  such  as  you  have  today.  It  will 
ease  the  portability  of  401(k)  type  plans.  Right  now,  it  is  very  dif- 
ficult. Sometimes  you  have  a  401(k)  plan  with  one  employer  but  it 
is  difficult  to  transfer  pension  savings  to  the  next  employer  even 
if  that  next  employer  has  a  different  401(k)  plan.  It  is  hard  for 
working  people  to  keep  track  of  all  of  their  separate  savings  be- 
cause more  and  more  people  are  moving  from  job  to  job.  And  that 
pension  portability  provision  would  be  very  helpful.  We're  also  ask- 
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ing  Congress  for  a  provision  which  will  require  auditors  and  ad- 
ministrators of  plans  including  401(k)  type  plans,  if  they  find  pos- 
sible criminal  irregularities,  to  notify  the  Labor  Department 
promptly  so  that  we  can  get  the  money  back  for  people  should 
those  irregularities  turn  out  to  be  actual  fraud. 

Mrs.  Lowey.  Thank  you  very  much.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mrs.  Lowey.  Mr.  Riggs. 

Mr.  RiGGS.  Good  morning,  Mr.  Secretary.  Nice  to  see  you  again. 
And  thank  you,  by  the  way,  for  pointing  out  that  I  am  to  the  left 
of  Jay  Dickey.  [Laughter.! 

I  might  have  to  put  you  back  home  in  my  reelection  campaign 
if  you  don't  mind.  Mr.  Secretary,  just  glancing  through  your  testi- 
mony here  briefly,  and  I  will  give  it  the  more  careful  attention  it 
deserves,  where  are  you  proposing  to  reduce  budget  expenditures 
in  the  coming  fiscal  year? 

ELIMINATING  PROGRAMS 

Secretary  REICH.  Let  me  go  over  some  of  the  areas  where  we  are 
eliminating  programs.  I  mentioned  this  very  briefly  before  but  let 
me  go  into  a  little  bit  more  detail.  The  Glass  Ceiling  Commission's 
work  has  come  to  an  end,  and  we're  proposing  they  be  eliminated 
in  the  1997  budget.  The  National  Veterans'  Training  Institute  is 
also  proposed  for  elimination  in  the  1997  budget.  Other  programs 
have  been  eliminated.  In  fact,  you  know,  I  believe,  that  in  the  1996 
budget  there  are  over  100  separate  small  programs  which  have 
been  eliminated.  We  continue  to  consolidate  these  programs.  Hope- 
fully, we  will  get  the  Careers  Bill  in  place  so  that  there  is  more 
choice  and  more  discretion  and  people  have  vouchers  that  they  can 
use  to  get  the  training  they  need  when  they  need  it. 

JOB  TRAINING  REFORM 

Mr.  Riggs.  On  the  subject  of  careers,  the  House-Senate  efforts  on 
job  training  reform  and  consolidation  legislation,  assuming  we  can 
get  a  bill  enacted  into  law,  will  we  be  able  to  save  money  in  that 
area  in  terms  of  overall  Federal  taxpayer  spending  for  employment 
and  training  programs?  Or  do  you  see  those  expenditures  continu- 
ing to  increase?  How  does  that  compare  to  the  unemployment  or 
under-employment  situation  in  America  today? 

Secretary  Reich.  The  Urban  Institute  did  a  study  of  the  adminis- 
trative costs  of  job  training  programs,  particularly  those  adminis- 
tered by  the  Department  of  Labor  and  the  States'  service  delivery 
areas,  and  found  that  they  were  really  very  tiny.  The  Department 
of  Labor's  addition  to  administrative  costs  was  1  percent;  the  State 
and  locals  together  were  about  16  percent  I  believe.  I  hope  that  we 
can  get  some  savings  from  consolidation. 

The  universe  of  need  is  very  large  relative  to  the  amount  of  em- 
ployment and  training  services  now  provided.  The  real  objective 
and  I  think  the  real  success  of  the  new  Careers  Act  will  be  in  terms 
of  providing  convenience  and  efficiency  to  consumers  themselves,  to 
people  out  there  who  need  job  training  services.  Because  if  they 
have  one  door  to  go  through  for  unemployment  insurance,  for  reem- 
ployment assistance,  job  search  assistance,  job  counselling,  and  ac- 
cess to  job  training,  and  if  they  can  be  given  a  voucher  for  what- 
ever training  they  need,  we  are  simplifying  the  entire  process  for 
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them;  we're  reducing  their  costs.  There  may  be  some  taxpayer  costs 
reduced,  but  we  are  also  dramatically  reducing  the  cost  to  individ- 
uals in  getting  the  next  job. 

Let  me  add  here  something  that  I  neglected  to  mention  before 
but  I  think  is  a  very  important  piece  of  this  puzzle.  We  have  put 
into  place  a  new  initiative  now  along  with  One-Stops  which  re- 
quires that  when  somebody  loses  a  job  they  are  screened  as  to 
whether  they  are  likely  to  get  that  old  job  back  again.  If  they  are 
not  likely  to  get  that  old  job  back  again,  they  are  referred  to  what- 
ever reemployment  services  are  available.  That  went  into  effect  and 
it  is  being  applied  across  the  country.  According  to  the  preliminary 
data  we  have,  that  screening  process,  that  efficiency  has  reduced 
the  duration  of  unemployment  and  therefore  saved  money  for  un- 
employment insurance  and  the  Unemployment  Insurance  Trust 
Fund.  So  I  am  sure  that  there  are  savings  out  there. 

Mr.  RlGGS.  I  think  that's  a  very  commendable  initiative,  Mr.  Sec- 
retary. How  do  you  respond  though  to  the  criticism  that  our  em- 
ployment and  training  programs  are  open  to  everyone;  that  is  to 
say  that  those  who  argue  that  we  ought  to  be  targeting  these  serv- 
ices to  the  at-risk  populations  or  where  the  greatest  need  exists  as 
opposed  to  making  these  programs  universally  open  to  all  who  are 
eligible? 

Secretary  Reich.  Well,  several  points.  One,  many  of  the  services 
provided  are  provided  only  to  the  disadvantaged,  and  they  are 
means  tested.  But  we  have  a  large  population  of  people,  middle  in- 
come and  lower  middle  income,  who  are  losing  jobs,  need  services, 
and  often  cannot  afford  private  placement.  In  fact,  the  Chairman 
and  I  talked  a  little  bit  about  this  before,  and  I  am  going  to  try 
to  get  the  committee  some  data  on  the  demographics  of  who  uses 
private  placement  services  and  who  cannot  or  who  does  not.  A  very 
large  population  of  people  out  there  I  visit  with  all  the  time  are 
blue  collar  workers  and  others,  who  need  these  services.  They  are 
not  as  disadvantaged  as  those  for  whom  disadvantaged  services  are 
targeted,  but  who  need  the  services  available  to  dislocated  workers. 

And  let  me  just  add  one  final  thought.  These  services  are  good 
not  just  for  the  workers  themselves,  but  also  as  a  public  stake  in 
making  the  labor  market  work  more  efficiently,  in  helping  people 
get  new  jobs  more  quickly.  If  we  can  overcome  skill  bottlenecks  in 
this  country,  we  can  actually  run  the  economy  at  a  lower  level  of 
unemployment  without  risking  inflation. 

Mr.  PORTER.  Thank  you,  Mr.  Riggs. 

Mr.  Secretary,  because  Mr.  Obey  raised,  as  he  does  often,  the 
question  of  stagnation  of  income  or  wages  for  American  workers,  I 
want  to  submit  for  the  record  an  article  from  the  Washington  Post 
of  Sunday,  May  5th,  called  "For  Richer,  For  Poorer:  An  Election 
Year  Primer." 

[The  information  follows:] 
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Mr.  Porter.  The  article  questions  that  premise,  raising  the  is- 
sues that  the  wage  sample  is  based  upon  out  of  date  data  of  a 
workforce  that  relies  too  heavily  on  hourly  production  workers,  that 
it  doesn't  take  into  account  tax  free  fringe  benefits,  that  the 
Consumer  Price  Index  may  overstate  the  rise  in  the  cost  of  living, 
and  also  indicates  that  statistics  show  that  for  average  Americans 
we  have  more  appliances,  more  creature  comforts,  more  vacations, 
our  lives  are  longer,  the  quality  of  life  is  higher,  et  cetera.  And  also 
indicates  that  most  analysts  now  agree  with  the  author,  Robert 
Samuelson,  and  I  imagine  you've  read  his  book,  who  argues  that 
much  of  today's  economic  anxiety  reflects  not  so  much  a  decline  in 
what  Americans  have  as  an  increase  in  what  they  expect.  I  would 
simply  like  to  submit  this  for  record.  It  does  not,  by  the  way,  ques- 
tion that  there  is  an  increasing  gap  between  rich  and  poor  in  Amer- 
ica that  ought  to  be  a  matter  of  concern.  But  I  think  it  is  an  inter- 
esting analysis  of  the  data  in  this  area. 

STAFFING  INCREASE 

I  am  going  to  ask  one  question,  Mr.  Secretary,  and  then  yield  to 
Mr.  Stokes,  and  then  ask  Mr.  Bonilla  to  take  the  Chair.  If  there 
are  additional  questions  and  you  have  time  to  do  so,  we  would  ask 
that  you  respond  to  whatever  other  questions  members  of  the  sub- 
committee might  have. 

We  note  that  your  proposed  staffing  level  for  the  Department  for 
fiscal  year  1997  is  17,074,  an  increase  of  419  over  the  expected 
1996  level.  This  is  an  increase  of  2.5  percent.  Since  we  are  trying 
to  streamline  Government  and  reduce  overhead  costs,  can  you  ex- 
plain why  you're  suggesting  that  we  increase  your  staffing  for 
1997?  Shouldn't  we  be  doing  the  opposite  or  at  least  staying  where 
we  are?  We  do  understand  that  you  have  certain  initiatives  you 
want  to  pursue  in  1997  that  might  require  more  staff.  Why  can't 
you  shift  your  current  staff  around  within  the  Department  to  meet 
these  needs  rather  than  adding  419  more? 

Secretary  Reich.  Mr.  Chairman,  we  instituted  a  hiring  freeze  at 
the  Department  last  July  in  anticipation  of  the  possibility  of  a  con- 
tinuing resolution  and  difficulties  during  the  fiscal  year  1996.  So 
we  are  willing  to  take  whatever  steps  are  necessary  to  keep  our  full 
time  equivalent  (FTE)  employment  to  the  minimal  level  possible. 
We  need  additional  people  simply  because  we  are  behind  where  we 
need  to  be  in  terms  of  dealing  with  the  business  of  the  Department, 
serving  the  public's  interest  both  in  the  job  skill  and  job  training 
area,  but  also  in  worker  protection. 

We  are  also  on  target  with  regard  to  our  12  percent  reduction 
overall.  As  I  mentioned  to  you  before,  Mr.  Chairman,  the  Depart- 
ment had  18,237  FTE  when  I  came  to  the  Department  in  1993.  We 
are  now  down  to  about  16,100,  FTE.  It  is  true  that  our  request 
would  bring  it  up  to  17,074,  but  that  request  is  based  upon  particu- 
lar initiatives.  It  does  not  change  the  fact  that  we  have  achieved 
all  of  our  streamlining  reductions  well  ahead  of  schedule.  Let  me 
just  go  through  the  major  ones  that  require  additional  people. 

The  Employment  Standards  Administration  is  seeking  187  peo- 
ple. That  is  the  difference  between  1996  and  1997,  much  of  that  re- 
lated to  the  immigration  initiative  we  talked  about  several  minutes 
ago;  that  is,  increasing  enforcement  of  labor  protections,  primarily 
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minimum  wage,  overtime,  and  similar  labor  protections  to  ensure 
that  employers  do  not  feel  that  it  is  a  risk  worth  taking  to  hire  un- 
documented aliens  who  will  not  complain  about  labor  law  abuses. 
We  have  found  sweatshop  conditions  in  specific  areas  of  this  coun- 
try and,  although  I  am  sad  to  say  it,  we  have  still  in  this  country 
a  major  problem  with  sweatshops;  that  is,  employers  who  are  sim- 
ply flouting  the  law,  paying  people  substantially  below  minimum 
wage  or  treating  them  in  subhuman  conditions.  Last  summer  we 
found  a  whole  group  of  people  in  California  who  were  working  with 
barbed  wire  around  their  working  compound.  They  were  virtually 
prisoners.  We  found  some  employees  also  in  California,  some  in 
New  York  who  are  working  in  conditions  where  the  employer  locks 
the  door  and  keeps  them  locked  up  for  12  hours  a  day. 

These  are  not  all  undocumented  aliens.  In  fact,  I  have  talked 
with  them,  met  many  of  them,  they  are  legal  immigrants  but  be- 
cause of  language  problems  and  related  communications  problems 
they  just  simply  are  easily  taken  advantage  of.  We've  got  to  in- 
crease enforcement  of  this  area.  As  part  of  the  immigration  markup 
right  now,  as  part  of  the  conference  committee,  there  is  an  in- 
creased authorization  level  for  personnel  for  the  Labor  Department 
and  we  want  to  anticipate  that. 

OSHA  is  the  other  area.  We  are  seeking  a  net  increase  of  237 
FTE,  the  difference  between  1996  and  1997.  The  primary  purpose 
to  which  those  people's  efforts  will  be  applied  will  be  in  partner- 
ships with  employers,  such  as  the  Maine  200  example,  working  to 
develop  workplace  health  and  safety  programs,  providing  advice 
and  counsel  to  employers,  and  also  doing  the  kind  of  enforcement 
that  has  been  so  effective.  Rather  than  a  lot  of  red  tape,  rather 
than  communicating  by  letter,  we  use  telephone  and  fax  to  fix 
problems  as  quickly  as  possible,  often  without  any  fine  at  all,  the 
goal  being  healthier  and  safer  workplaces  rather  than  more  mone- 
tary fines.  But  in  order  to  make  that  system  work,  we  have  to  have 
additional  resources. 

Mr.  Porter.  Mr.  Secretary,  I  have  an  appointment  right  at  noon. 
Let  me  thank  you  for  your  good  testimony  and  your  very  direct  an- 
swers to  all  of  our  questions.  I  am  going  to  recognize  Mr.  Stokes 
and  ask  Mr.  Bonilla  to  take  the  Chair  to  finish  up  any  additional 
questions. 

Mr.  Bonilla  [presiding].  Thank  you,  Chairman.  Mr.  Stokes. 

EFFECT  OF  MINIMUM  WAGE  INCREASES  ON  MINORITIES 

Mr.  Stokes.  Thank  you,  Mr.  Bonilla.  Thank  you,  Mr.  Chairman. 
Mr.  Secretary,  let  me  try  to  clear  up  something.  This  morning  I 
had  posed  some  questions  to  you  relative  to  the  deplorable  situa- 
tion of  black  youths  being  unemployed  at  twice  the  rate  of  white 
youths.  Mr.  Miller  posed  some  questions  to  you  relative  to  the  min- 
imum wage  and  a  linkage  to  this  high  unemployment  situation 
amongst  minorities.  If  I  understand  you  correctly,  what  you  were 
saying  was  that  an  inrease  in  the  minimum  wage  will  not  dis- 
proportionately affect  this  minority  class,  or  exacerbate  their  situa- 
tion and  that  it  might  even  help  it.  Is  that  correct? 

Secretary  Reich.  Absolutely,  Congressman.  In  fact,  the  studies 
show  a  negligible  impact  on  the  number  of  jobs  but  undoubtedly 
those  people  at  the  bottom  will  get  a  wage  increase.  And  many  of 
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those  people  at  the  bottom  are  minorities.  That  wage  increase  is 
very  important  to  those  people.  All  across  the  country  I  have  met 
them,  I  have  talked  with  them,  these  are  hardworking  people, 
there  are  over  11  million  people  who  are  working  under  $5.15  an 
hour.  They  need  a  minimum  wage  increase  in  order  to  live.  We're 
trying  to  get  people  off  of  welfare  and  into  work.  I  don't  know  how 
we  can  expect  to  do  that  if  we  don't  make  work  pay. 

Mr.  Stokes.  It  would  be  good  for  us  to  have  that  information  on 
the  record.  This  is  an  extraordinary  situation:  black  youth  are  un- 
employed at  34  percent,  and  white  youth  are  unemployed  at  a  rate 
of  16  percent.  I  believe  the  same  or  similar  statistics  would  apply 
to  white  males  and  black  males,  would  it  not?  What  is  the  situation 
there? 

Secretary  Reich.  Yes.  In  fact,  we  are  seeing,  and  have  seen  for 
a  number  of  years,  rates  of  unemployment  among  black  males,  and 
particularly  teenagers,  which  are  simply  unacceptable.  And  remem- 
ber that  those  rates  of  unemployment  probably  understate  the 
amount  of  true  unemployment  because  the  unemployment  rate  re- 
flects the  number  of  people  who  are  actively  looking  for  a  job,  not 
the  people  who  are  too  discouraged  to  look  for  work,  the  people  who 
have  basically  left  the  labor  market.  If  you  include  all  of  that,  you 
probably  have  a  level  of  unemployment,  particularly  among  Afri- 
can-American teenagers,  that  is  far  higher  than  34  percent.  That's 
why  this  new  initiative  we're  proposing  is  so  important  and  so 
promising. 

AFFIRMATIVE  ACTION 

Mr.  Stokes.  Mr.  Secretary,  let's  talk  for  a  moment  about  Affirm- 
ative Action.  The  President  I  think  made  probably  one  of  his  great- 
est speeches  when  he  came  out  last  year  in  a  nationwide  speech 
and  stated  his  very  positive  support  for  Affirmative  Action  in  the 
workplace.  My  question  to  you  would  be,  have  Affirmative  Action 
programs  worked  and  are  they  still  needed? 

Secretary  REICH.  An  unambiguous  yes  to  both  questions,  Con- 
gressman. The  Glass  Ceiling  Commission,  for  example,  just  one 
data  point,  is  a  bipartisan  commission.  It  originated  and  was  the 
brain  child  of  Senator  Dole  and  his  wife  was  the  Labor  Secretary 
who  actually  commenced  the  proceedings.  That  commission  found 
that  in  American  companies  that  for  the  level  of  vice  president  or 
above  only  3  percent  of  those  positions  are  filled  by  women  or  by 
African-Americans  or  Hispanics.  There  is  a  glass  ceiling  in  Amer- 
ica. That's  only  one  aspect  of  our  Affirmative  Action  challenge  in 
the  future.  I  could  cite  you  many  other  data. 

The  Office  of  Federal  Contract  Compliance  programs  in  the  De- 
partment of  Labor  is  charged  with  ensuring  that  Federal  contrac- 
tors do  everything  they  can  to  expand  the  net,  to  widen  the  recruit- 
ment net  and  promotion  net  so  that  they  find  qualified  women  and 
qualified  minorities.  This  is  not  a  matter  of  reverse  discrimination. 
This  is  not  a  matter  of  quotas.  In  fact,  quotas  are  expressly  prohib- 
ited— and  I  want  to  make  that  very  clear  because  there  has  been 
some  confusion  about  that.  The  Adaran  decision  does  not  in  any 
way  put  a  cloud  over  what  the  Office  of  Federal  Contract  Compli- 
ance programs  is  doing  or  any  of  the  Affirmative  Action  programs 
that  we  are  undertaking. 
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Mr.  STOKES.  You  mentioned  women.  Have  women  benefitted,  Mr. 
Secretary,  from  Affirmative  Action  programs? 

Secretary  Reich.  Undoubtedly,  women  have  been  major  bene- 
ficiaries from  Affirmative  Action  programs.  Over  the  last  15  years 
in  this  country,  we  have  seen  a  steady  increase  in  the  median  wage 
of  women  and  a  steady  movement  upward  along  the  corporate  lad- 
der. Now  women's  earnings  still  trail  men's  earnings  by  a  substan- 
tial margin  but  Affirmative  Action  is  having  an  effect. 

Mr.  Stokes.  And,  to  what  extent  would  you  say  minorities  have 
benefitted  from  Affirmative  Action  programs? 

Secretary  Reich.  Minorities  also  have  benefitted  from  Affirma- 
tive Action,  and  we  are  again  defining  Affirmative  Action  not  as  re- 
verse discrimination  or  as  quotas,  but  as  efforts  to  widen  the  net, 
recruit  more  aggressively  and  find  members  of  minority  groups  and 
women  who  are  qualified  for  these  jobs.  Our  programs  in  the  De- 
partment of  Labor  show  clearly  that  there  is  an  improvement  in 
the  access  of  minorities  to  jobs  because  of  these  Affirmative  Action 
guidelines. 

Mr.  Stokes.  Thank  you,  Mr.  Secretary.  Thank  you,  Mr.  Chair- 
man. 

IMPACT  OF  MINIMUM  WAGE  ON  POVERTY 

Mr.  BONILLA.  Thank  you,  Mr.  Stokes.  Mr.  Secretary,  a  couple  of 
questions  regarding  the  minimum  wage  issue.  Is  it  your  feeling 
that  if  the  minimum  wage  was  raised  by  $0.90  an  hour  that  the 
Americans  at  that  end  of  the  pay  scale  would  then  have  the  appro- 
priate amount  of  funds  to  live  comfortably? 

Secretary  Reich.  No. 

Mr.  Bonilla.  What  would  you  suggest  then  that  their  hourly 
wage  should  be? 

Secretary  Reich.  The  question  is  how  to  lift  a  hardworking  per- 
son out  of  poverty.  It  is  my  view  and  the  President's  view  and  I 
think  many  members  of  this  committee  would  agree  that  if  some- 
body works  hard  40  hours  a  week  50  weeks  a  year,  they  should  not 
be  in  poverty  and  their  families  should  not  be  in  poverty.  Now, 
what  does  it  take  to  lift  somebody  out  of  poverty?  We  have  to  main- 
tain the  expanded  earned  income  tax  credit,  for  one  thing.  That 
would  provide  somebody  at  the  bottom  in  a  family  of  four  with 
about  $3,400  as  a  wage  supplement.  If  the  minimum  wage  were 
lifted  from  the  current  minimum  wage  of  $4.25  to  $5.15,  the  net 
effect  for  a  full-time  worker  at  the  minimum  wage  would  be  to 
move  from  $8,500  to  about  $10,300.  If  you  add  in  the  earned  in- 
come tax  credit,  that  minimum  wage  worker  in  a  family  of  four 
would  be  earning  approximately  $14,000.  That  is  still  not  quite 
enough  to  move  a  family  of  four  out  of  poverty.  But  if  food  stamps 
are  added  to  that  equation,  it  would  be  enough. 

Mr.  Bonilla.  Do  you  feel  that  the  minimum  wage  should  be  in- 
creased higher?  We've  talked  a  lot  on  this  committee  and  you  cer- 
tainly have  spoken  to  us  a  lot  about  lifting  up  everyone  one  and 
especially  those  at  the  lower  end  of  the  pay  scale.  Do  you  think  $10 
an  hour  would  lift  them  as  much  as  they  need  to  be  lifted,  or  are 
we  looking  at  $20  an  hour?  Do  you  think  that  there  should  be  a 
higher  figure  than  the  90  cents  proposed? 
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Secretary  Reich.  Congressman,  there  is  a  range  in  which  an  in- 
crease, according  to  the  research,  would  have  a  negligible  effect  on 
employment.  If  you  exceed  that  range,  that  is  if  you  go  above  say 
$5.50,  $5.80,  I  don't  know  precisely  what  the  end  of  that  range  is, 
you  might  have  a  negative  effect  on  employment.  I  think  we  want 
to  be  very  safe  about  this.  Were  the  $1.00  an  hour  increase  pro- 
posed by  20  or  21  of  your  Republican  colleagues  to  go  into  effect, 
I  think  that  it  would  have  a  negligible  effect  on  employment,  the 
same  as  the  90  cent  an  hour  increase  that  is  now  being  proposed 
by  the  President. 

HAZARDOUS  OCCUPATION  ORDERS 

Mr.  Bonilla.  I  would  like  to  turn  now  quickly  to  another  couple 
of  issues  because  I  know  your  time  is  limited  here  and  is  counting 
down  as  we  speak.  The  issue  of  Hazardous  Occupation  Order  No. 
2,  which  we  addressed  in  last  year's  appropriations  budget,  deals 
with  minors  driving  cars.  Obviously,  in  businesses  like  installing 
cable  TV  or  trash  pickup  or  road  maintenance,  we  understand — 
and  we're  not  talking  about  these  types  of  jobs.  The  reason  that  I 
brought  this  before  the  attention  of  the  committee  last  year  was  be- 
cause my  constituents,  many  of  them  run  new  car  lots,  used  car 
lots,  said  that  they  could  not  under  the  current  order  allow  a  minor 
who  is  licensed  and  insured  to  drive  a  car  across  the  street  to  ei- 
ther wash  it  or  to  park  it  in  a  lot  as  they  so  needed.  Don't  you 
think  that  this  order  ought  to  be  reviewed  immediately  and 
changed  immediately  to  allow  for  this  element  of  our  workforce  to 
be  able  to  function?  Again,  I'm  not  talking  about  the  people  who 
make  their  living  driving  in  hazardous  areas  or  having  to  drive  all 
day  all  over  town  on  highways,  roads,  and  bridges  across  the  coun- 
try. 

Secretary  Reich.  Congressman,  I  understand  a  bill  has  been  in- 
troduced which  would  relax  that  standard  somewhat.  We're  cer- 
tainly prepared  to  work  with  Congress  on  devising  a  solution  here. 
I  think  none  of  us  wants  to  subject  sixteen-year-olds  or  seventeen- 
year-olds  to  any  safety  hazard.  But,  by  the  same  token,  we  want 
to  make  sure  that  where  driving  really  is  a  small  part  of  their  job 
or  ancillary  to  their  job,  that  they  will  not  be  precluded  from  hav- 
ing a  job  if  that  driving  can  be  done  in  a  safe  way.  So  we  are  very 
prepared  to  work  with  Congress  on  this  and  I'm  eager  to  take  a 
look  at  that  new  bill. 

Mr.  Bonilla.  Finally,  I  would  like  to  ask  about  the  cardboard 
baler  issue.  I  have  visited  grocery  stores  personally  to  inspect 
balers.  They  are  unlike  the  balers  which  were  created  back  in  the 
1950s  which  is  why  this  law  was  written  back  then  and  is  still  in 
effect.  A  lot  of  these  grocers,  and  especially  the  ones  in  smaller 
communities,  have  had  a  real  problem  with  the  Labor  Department 
Hazardous  Order  No.  12,  in  having  to  pay  these  $10,000  fines  in 
many  cases  because  they  allow  someone  who  is  a  high  school  stu- 
dent or  early  college  student  to  go  dump  cardboard  in  these  balers 
which  are  perfectly  safe.  Quite  frankly,  I  would  allow  any  of  my 
family  members,  they're  not  quite  teenagers,  my  kids,  but  I  would 
let  them  use  it.  I've  seen  it;  I've  stuck  my  hands  in  them.  There 
is  absolutely  no  reason  for  this  rule  to  still  exist.  When  we  talk 
about  needing  to  get  teenagers  off  the  streets  especially  with  the 
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summer  coming  up,  it  would  be  a  Godsend  for  many  of  these  gro- 
cers around  the  country  to  be  able  to  hire  these  people  without  the 
fear  of  the  heavy  hand  of  a  Labor  Department  $10,000  fine  looming 
on  the  horizon.  Why  can't  you  just  revoke  that  order  today? 

Secretary  Reich.  Congressman,  here's  what  concerns  me.  I  have 
also  watched  those  paper  baling  operations  and  I  agree  with  you 
completely  that  in  almost  all  circumstances  they  are  quite  safe  and 
the  American  National  Standards  Institute  has  basically  set  a  safe- 
ty guideline  which  appears  to  be  quite  good.  What  I  have  also  seen 
though  is  that  those  machines  get  jammed  and  young  people  do, 
when  they  get  jammed,  put  their  hands  in  there  to  pull  whatever 
is  jamming  those  machines  out. 

It  is  a  matter  of  degree  here.  I  agree  with  your  premise;  we 
should  not  have  obsolete  rules  on  the  books  that  don't  have  any 
safety  function  right  now.  I  think  the  objective  we  all  have  is  to 
reach  that  appropriate  balance.  We're  willing  to  work  with  you.  I 
think,  again,  there  is  a  bill  moving  through  Congress  on  this.  I 
would  like  to  have  a  standard  that  protects  young  people  but  at  the 
same  time  gives  them  choices  and  options.  I  don't  know  exactly 
what  that  balance  is.  I  agree  with  you  that  the  present  standard 
seems  to  be  a  little  bit  too  rigid.  Let's  work  on  it. 

Mr.  Bonilla.  I  would  be  happy  to  oblige.  My  colleague  Mr.  Hoyer 
is  also  concerned  about  this  issue.  We're  working  together  on  H.R. 
1114,  and  will  be  working  with  you  in  the  coming  weeks  and 
months  on  it.  Thank  you,  Secretary. 

Mr.  Istook,  before  you  begin,  I  have  been  asked  to  advise  mem- 
bers that  the  Secretary  has  a  12:30  meeting  that  he's  trying  to 
keep.  So  if  we  could  expedite  things. 

Mr.  Istook.  Sure. 

Mr.  Bonilla.  Thank  you,  Mr.  Istook. 

PREVAILING  WAGE  RATES 

Mr.  Istook.  Certainly.  Mr.  Secretary,  in  talking  about  different 
Federal  standards,  there's  a  lot  of  discussion  on  minimum  wage.  I 
want  to  have  some  discussion  about  prevailing  wage.  I  think  part 
of  the  problem  comes  from  the  fact  that  the  cost  of  living  varies  tre- 
mendously in  different  parts  of  the  country.  When  you  seek  to  es- 
tablish a  uniform  national  minimum  wage,  you  do  not  reflect  that. 
For  example,  the  most  recent  information  I  have  seen  shows  that 
in  approximately  half  of  the  States  the  cost  of  living  is  either  at 
least  10  percent  below  or  at  least  10  percent  above — on  either  end, 
either  10  percent  below  or  more  or  10  percent  above  or  more  dif- 
ferential— from  the  national  cost.  When  you  have  a  situation  like 
that  and  yet  you  want  the  same  cost  of  living,  you  have  a  great  dif- 
ference in  the  impact  as  it  affects  not  only  the  people  in  those  com- 
munities in  those  States,  but  the  ability  of  employers  to  pay.  For 
example,  just  looking  at  the  people  that  are  on  this  subcommittee. 
In  Mr.  Wicker's  State  of  Mississippi,  the  cost  of  living  is  86.7  per- 
cent of  the  national  average.  For  Mr.  Riggs,  however,  in  California, 
it  is  112  percent  above.  Then  for  Mr.  Dickey  in  Arkansas,  it  is  87.2 
percent  of  the  national  average.  For  Mr.  Miller  in  Florida,  it's  much 
closer  to  that,  that's  92.4  percent  of  the  national  average.  My  State 
of  Oklahoma  is  87.3  percent.  For  Mr.  Bonilla  in  Texas,  it  is  89.2 
percent.  For  Mr.  Obey  in  Wisconsin,  it's  closer  to  the  national  aver- 
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age,  96.5  percent.  Mr.  Stokes  in  Ohio,  similarly  very  close  to  the 
national  average,  97.8  percent.  Of  course,  Ms.  Pelosi  is  also  Califor- 
nia. Mr.  Hoyer  in  Maryland,  110  percent  of  the  national  average. 
And  then  for  Mrs.  Lowey  in  New  York,  109  percent. 

So  you  introduce  very  different  impacts  when  you  have  one  mini- 
mum wage.  This  is  one  of  the  reasons,  of  course,  that  many  people 
believe  that  any  consideration  of  this  should  properly  be  left  to  the 
States,  so  many  of  which  already  have  minimum  wage  laws  on  the 
State  level.  But  Mr.  Secretary,  I  don't  think  trying  to  get  a  national 
adjustment  for  minimum  wage  is  the  answer  because  then  we  get 
into  the  example  of  what's  happened  with  Davis-Bacon  and  the 
prevailing  wage,  and  I  know  you're  certainly  familiar  with  our  cir- 
cumstances in  Oklahoma.  I  think  that  were  it  not  for  our  Labor 
Commissioner  Brenda  Reneau  that  the  Department  of  Labor  never 
would  have  uncovered  the  problems  which  it  now  tells  us  it  has  in- 
deed seen  fit  to  refer  to  the  FBI,  to  the  U.S.  Attorney's  Office  in 
the  Department  of  Justice,  and  to  its  own  Inspector  General.  That 
is,  when  the  Federal  Government  sets  out  to  determine  what  are 
the  wages  in  the  different  parts  of  the  country,  you  have  a  system 
that  has  the  potential  to  be  fraudulently  misused.  As,  indeed,  we 
have  seen  in  Oklahoma  since  the  wage  survey  came  out  in  March 
of  last  year  compared  to  the  newer  figures  that  came  out  in  April 
of  this  year,  after  they  went  through  and  took  out  reports  that  had 
been  evidently  fraudulently  submitted,  intended  to  inflate  that 
amount. 

Mr.  Dickey  [presiding].  Ernest,  you  had  one  minute. 

Mr.  Istook.  I  had  one  minute  or  five? 

Mr.  Dickey.  We're  on  one  minutes  now. 

Mr.  Istook.  That's  fine.  Again,  when  you  have  that  situation  and 
some  of  those  wages  were  doubled  in  the  1995  report  compared  to 
1996,  others  were  40  percent  higher,  60  percent  higher,  80  percent 
higher,  a  broad  range,  I'm  concerned  about  the  ability  of  the  De- 
partment of  Labor  to  handle  that,  especially  because  I've  never 
seen  any  internal  memorandum  that's  been  issued  to  Davis-Bacon 
people  telling  them  that  you  ought  to  be  looking  and  conducting 
yourself  differently  for  misuse  and  abuse  in  the  system.  I  realize 
that  you  want  a  study  of  a  better  methodology;  I'd  like  to  see  that 
same  study.  I  tried  to  get  it  in  the  bill  that  we  just  passed  so  that 
could  be  accelerated. 

Mr.  Dickey.  Ernest,  your  time  has  expired. 

Mr.  ISTOOK.  So,  I'm  concerned  about  the  attitude  that  I  think 
still  prevails  within  your  Department. 

Mr.  Dickey.  Mr.  Miller. 

INSPECTOR  GENERAL  INVESTIGATION 

Mr.  Miller.  I'll  be  fairly  brief.  Just  one  concluding  comment  on 
this  minimum  wage  that  keeps  coming  up.  I  believe  that  the  people 
we  want  to  help  the  most  are  the  ones  that  are  going  to  be  hurt 
because  of  job  losses.  Individuals,  no  question,  would  gain,  those 
that  get  the  raise,  but  there  are  going  to  be  job  losses,  and  you  can 
call  them  insignificant  maybe,  but  there  are  going  to  be  losses  and 
I  think  overwhelming.  But  let  me  switch  to  the  issue  I  really  want 
to  raise  a  question  about,  and  that  was  a  report  by  the  Inspector 
General  before  the  committee  here  a  couple  weeks  ago  about  a  Mr. 


58 

Sawyer  who  is  no  longer  employed.  Are  you  familiar  with  that 
case? 

Secretary  Reich.  Yes. 

Mr.  Miller.  In  just  reading  the  particular  testimony  of  the  In- 
spector General,  it  raises  a  couple  of  questions.  Was  he  terminated? 
It  says  he  was  separated. 

Secretary  Reich.  He  is  no  longer  in  employment.  He  was  dis- 
missed. 

Mr.  Miller.  Okay.  It  mentioned  that  the  wage  and  hour  division 
spent  500  hours  working  on  a  case  that  generated  $300,  which  is 
a  waste  of  time.  I  don't  know  the  details  on  the  case  but  the  fact 
is  it  sounds  like  it  was  an  overwhelming  amount  of  time  put  into 
an  effort  in  which  Mr.  Sawyer  had  a  personal  agenda.  How  do  you 
avoid  that  type  of  problem  where  somebody  takes  advantage  of 
their  position  and  wastes  a  lot  of  time  and  money  that  very  likely 
from  what  was  seen  in  the  report,  could  have  been  better  used 
going  after  other  areas.  How  do  you  prevent  that  from  happening 
in  the  future? 

Secretary  Reich.  Congressman,  in  that  instance,  a  complaint  was 
filed.  The  Inspector  General  had  a  very  thorough  investigation.  The 
moment  we  learned  of  the  investigation  we  put  this  individual  on 
leave.  And  then  when  I  read  the  results  of  that  investigation  and 
saw  the  evidence,  I  made  a  determination  that  the  person  would 
have  to  be  terminated  with  regard  to  employment  at  the  Depart- 
ment of  Labor.  That  person  had  no  business,  and  nobody  in  that 
kind  of  position  has  any  business  getting  involved  in  enforcement 
actions  or  enforcement  discretion.  We  have  in  the  Department,  and 
the  Inspector  General,  among  other  safeguards,  exists  to  maintain 
this  separation,  we  have  separated  very  carefully  all  of  our  policy 
activities,  all  of  our  relationships  with  Congress  from  the  discretion 
that  is  exercised  as  to  investigations.  It  is  very  important  to  sepa- 
rate it.  It  is  just  like  any  investigative  agency. 

Mr.  Miller.  How  did  this  one  fall  through  the  cracks?  Are  there 
any  better  ways  to  keep  that  from  happening  again? 

Secretary  REICH.  The  Inspector  General  did  an  investigation  and 
the  Inspector  General's  report  concluded  that  this  individual  had 
gone  beyond  the  boundaries  of  good  judgment  and  propriety.  We 
did  dismiss  that  individual. 

Mr.  Miller.  He  was  terminated  because  of  that  report,  right? 

Secretary  REICH.  Yes,  although  I  am  not  at  liberty  to  go  into  the 
details  because  I  want  to  protect  his  rights  as  well  as  everyone 
else's  involved  in  this  situation.  But  I  can  just  tell  you  that  in 
terms  of  the  training  of  our  people,  in  terms  of  our  efforts  with  the 
Inspector  General  to  monitor  everything  that  we  are  doing,  we  are 
scrupulous  and  maintain  a  scrupulous  separation  between  enforce- 
ment discretion  and  also  the  outside  world  of  interest  groups  and 
politics  and  congressional  inquiries  and  congressional  concerns. 

CAREERS  BILL 

Mr.  Dickey.  Mr.  Secretary,  let  me  ask  the  last  question.  On  the 
Careers  Bill,  are  you  able  to  talk  about  that  bill?  Is  that  in  your 
jurisdiction? 

Secretary  REICH.  Yes. 
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Mr.  Dickey.  All  right.  There  is  a  firestorm  going  on  in  my  dis- 
trict about  what  is  being  called  "nationalizing  our  workforce."  If 
that's  a  term  we  mutually  understand,  what  safeguards  are  there 
to  prevent  such  an  event  occurring  if  the  Careers  Bill  is  passed  and 
signed?  . 

Secretary  Reich.  Congressman,  the  Careers  Bill  empowers  indi- 
viduals. It  gets  away  from  Federal  oversight  and  Federal  programs. 
It  would  give  people  vouchers  that  would  enable  those  individuals 
to  make  decisions  for  themselves  about  when  they  wanted  training 
and  under  what  circumstances.  They  wouldn't  have  to  wait  until  a 
Federal  civil  servant  or  even  a  State  civil  servant  decided  what 
they  could  get  and  when  they  could  get  it.  So  the  actual  bill  moves 
in  the  opposite  direction  from  nationalizing  or  federalizing  it.  It 
gives  individuals  the  power  and  the  opportunity  to  get  training  for 
themselves  when  they  need  it. 

I  frankly  don't  understand  the  criticisms.  In  fact,  if  anything,  it 
would  seem  to  me  that  the  present  system  in  which  Federal  offi- 
cials or  even  a  State-based  system  in  which  the  Federal  money 
went  to  State  officials  and  those  State  officials  made  decisions 
about  when  people  could  be  trained  and  under  what  circumstances 
would  give  much  more  power  to  people  who  were  in  large  public 
bureaucracies.  This  is  a  means  of  getting  that  power  out  of  the 
public  bureaucracies,  State  and  Federal,  and  putting  it  in  the 
hands  of  individual  people. 

Mr.  Dickey.  Maybe  we  can  talk  about  that  later.  Is  your  time 
gone?  Do  you  have  to  be  somewhere  at  12:30? 

Secretary  Reich.  I  just  work  here,  Congressman.  [Laughter.] 

Yes,  Congressman,  I'm  told  that  I  do  have  to  go. 

Mr.  Dickey.  All  right.  Thank  you  very  much  for  your  time. 

Secretary  REICH.  Thank  you. 

Mr.  Dickey.  The  subcommittee  stands  in  recess. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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DAVIS -BACON  SURVEY  PROGRAM 

Mr.  Porter:   As  you  may  know,  this  Committee  heard  some 
rather  disturbing  testimony  some  weeks  ago  from  the  State  Labor 
Commissioner  in  Oklahoma  concerning  the  possibility  of  fraudulent 
submissions  of  wage  data  in  the  Davis -Bacon  survey  program. 

Where  does  this  particular  matter  stand  at  the  present  time? 
Who  is  investigating  what  may  have  occurred  here? 

Mr.  Reich:   When  notified  of  potential  vulnerabilities  in  the 
wage  survey  process  and  the  possible  use  of  inaccurate  or 
unverifiable  data,  the  Department  took  prompt  action  on  four 
tracks . 

First,  we  began  a  thorough  review  of  wage  determinations 
which  had  been  issued  for  Oklahoma  based  on  earlier  surveys  that 
were  found  to  be  tainted  by  erroneous  data  submissions.   The 
affected  determinations  were  modified  or  withdrawn,  and  a  new 
heavy  construction  wage  survey  was  instituted.   New  and  revised 
wage  determinations  have  since  been  issued  based  on  the  new  survey 
(for  heavy  construction)  and  a  complete  reevaluation  and 
verification  of  data  submitted  in  an  earlier  survey  of  building 
construction.   The  Department  also  requested  the  Department  of 
Justice  to  examine  the  allegations  of  fraud  associated  with  these 
surveys . 

Second,  we  reinforced  and  significantly  tightened  up 
procedures  for  verification  of  survey  data  submitted  by  third 
parties.   These  new  procedures  were  again  reinforced  through 
training  provided  to  all  wage  survey  staff  last  fall. 

Third,  we  undertook  an  overall  evaluation  of  changes  to  the 
current  wage  survey  and  wage  determination  processes  to  identify 
cost-effective  possibilities  for  further  improvements  in  data 
collection,  verification  and  analysis. 

Fourth,  in  parallel,  we  undertook  a  process  to  identify  a 
range  of  potential  alternative  methodologies  to  collect  prevailing 
wage  data  for  the  construction  industry  or  use  existing  data 
sources  to  produce  prevailing  wage  determinations.   This  effort 
included  reaching  out  to  the  private  sector  and  academic 
institutions  to  solicit  ideas  for  fundamentally  changing  the  way 
prevailing  construction  industry  wages  are  established.   Our 
evaluation  of  possible  alternative  approaches  is  continuing,  but 
we  plan  to  complete  this  stage  by  the  end  of  this  fiscal  year. 
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These  latter  activities  underlie  the  President's  request  for 
an  additional  $3.75  million  for  FY  1997  to  conduct  further 
analysis  of  potentially  feasible  alternative  methodologies  and 
begin  to  develop,  test  and  implement  cost-effective  alternatives 
or  improvements  in  the  current  processes  that  will  yield  more 
accurate,  reliable  and  timely  construction  industry  wage 
determinations . 

In  addition  to  our  own  reinvention/reengineering  efforts,  the 
Davis -Bacon  wage  survey  process,  including  the  possibility  of  the 
submission  of  inaccurate  data,  is  being  reviewed  by  the 
Department's  Office  of  Inspector  General.   The  General  Accounting 
Office  has,  in  addition,  provided  the  Department  with  a  draft  of 
its  recently  completed  review  of  the  wage  survey  process,  and  the 
matter  has  been  the  subject  of  interest  and  scrutiny  by  the  House 
Economic  and  Educational  Opportunities  Committee.   The  particular 
circumstances  involving  the  Oklahoma  surveys  are  currently  the 
subject  of  a  Department  of  Justice  and  FBI  investigation. 

Mr.  Porter:   How  does  the  Department  verify  the  wage  data 
that  are  submitted  for  Davis-Bacon  survey  purposes?   Do  you  just 
take  it  on  faith  and  not  look  behind  it  at  all? 

Mr.  Reich:   DOL  procedures  require  verification  of  the 
accuracy  of  information  received  through  the  Davis -Bacon  wage 
survey  process.   Davis -Bacon  survey  forms  are  routinely  reviewed, 
and  questionable  or  inconsistent  data  are  verified.   In  addition, 
we  have  established  new  procedures  to  require  verification  of  a 
sample  of  all  third-party  data  submissions  irrespective  of  whether 
there  are  questions  regarding  its  consistency  with  other  survey 
responses.   Unfortunately,  in  the  recent  case  in  Oklahoma,  data 
verification  requirements  were  not  adequately  carried  out  and  we 
are  continuing  to  look  at  other  ways  in  which  we  can  assure  less 
vulnerability  in  the  system  and  more  accurate,  reliable  and  timely 
wage  determinations  at  reasonable  cost. 

Mr.  Porter:  We  are  told  that  wage  data  submitted  from  other 
States  may  be  questionable  as  well.  What  steps  are  you  taking  to 
look  into  this  whole  situation? 

Mr.  Reich:   Shortly  after  we  became  aware  of  the  problems 
associated  with  third  party  data  submitted  for  the  Oklahoma 
surveys,  we  polled  our  regional  offices  to  determine  the  extent 
that  third  party  data  is  utilized  and  the  extent  that  this  data  is 
verified.   We  found  that  third  party  submissions  represent  about 
one- third  of  the  data  used  in  prevailing  wage  surveys  and  about 
one-third  of  all  third  party  data  used  is  verified.   We  have  since 
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established  additional  verification  procedures  to  ensure  that  in 
future  surveys  a  greater  percentage  of  third  party  data  is 
verified. 

We  are  aware,  as  well,  that  a  number  of  interested  parties 
have  been  engaged  in  efforts  to  determine  if  there  are  other 
situations  where  inaccurate  data  was  submitted  in  response  to  a 
Davis-Bacon  survey.   We  are  not  aware  that  these  efforts  have 
proven  conclusive  or  that  they  have  met  with  any  success. 
However,  in  this  regard,  we  would  certainly  be  interested  in 
examining  any  data  obtained  by  those  researching  this  issue. 

In  addition,  the  Department's  Office  of  Inspector  General 
(OIG)  is  currently  reviewing  the  Davis-Bacon  wage  survey  process, 
including  the  possibility  of  the  submission  of  inaccurate  data, 
and  to  the  extent  that  any  other  similar  situations  have  occurred 
and  can  be  identified,  we  would  expect  the  OIG's  review  to 
illuminate  the  matter. 

Mr.  Porter:   You  are  requesting  $3.7  million  in  your  1997 
budget  to  somehow  address  this  problem  of  inaccurate  wage  data. 
Do  you  have  a  specific  plan  in  mind  for  how  you  would  spend  these 
funds?   For  instance,  do  you  plan  to  contract  out  most  of  this 
work,  and  if  so,  what  kind  of  a  firm  would  you  contract  with? 

Mr.  Reich:   The  Department  is  currently  exploring  the 
possibilities  for  developing  new  methodologies  to  determine 
prevailing  wage  rates  under  the  Davis-Bacon  Act.   These  efforts 
include  reaching  out  to  the  private  sector  and  academic 
institutions  to  solicit  ideas  for  fundamentally  changing  the  way 
construction  industry  prevailing  wages  are  established.   Our 
evaluation  of  such  possible  alternative  approaches  is  continuing 
but  we  plan  to  complete  this  effort  by  the  end  of  this  fiscal 
year . 

If  such  alternative  approaches  prove  infeasible,  however,  DOL 
is  also  looking  at  the  possibility  of  employing  available 
technology  to  streamline  and  expedite  the  survey  process,  increase 
participation,  and  enhance  the  timeliness  and  accuracy  of 
resulting  wage  determinations.   For  example,  expert  computer 
systems  would  permit  us  to  analyze  and  process  data  faster  and 
with  increased  accuracy,  and  would  free  existing  staff  to  perform 
more  labor-intensive  functions  like  data  verification.   Scanners, 
CATI  (Computer  Assisted  Telephone  Inquiry)  and  EDI  (Electronic 
Data  Interchange)  technologies  would  also  greatly  enhance  our 
current  data  collection  capabilities.   Alternative  data  bases, 
such  as  construction  permit  and  license  data  bases,  might  also 
provide  a  means  of  enhancing  our  efforts  to  identify  and  contact 
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the  entire  construction  universe  in  an  area.  Among  other  methods, 
we  are  also  considering  the  use  of  a  sampling  methodology  instead 
of  the  current  process  to  identify  the  universe. 

The  requested  funds  are  needed  to  finalize  this  analysis  and 
begin  to  develop  and  implement  the  feasible  improvement  options. 

Mr.  Porter:   Mr.  Secretary,  since  the  Administration  and 
Congress  can't  agree  on  whether  to  repeal  Davis-Bacon,  isn't  it 
time  that  we  enacted  some  responsible  reforms  to  this  law  that  has 
been  on  the  books  for  more  than  60  years  now? 

Mr.  Reich:   Yes.   As  you  know,  the  Administration  believes 
that  the  purpose  and  need  for  the  Davis -Bacon  Act  is  as  important 
today  as  when  it  was  first  passed.   As  long  as  the  Federal 
procurement  system  is  designed  to  favor  awarding  contracts  to  the 
lowest  responsive  bidder,  contractors  --  especially  in  labor- 
intensive  sectors  like  construction  --  will  be  driven  to  compete 
for  Federal  contracts  by  reducing  their  wage  costs  unless  there  is 
effective  prevailing  wage  protection. 

Meaningful  reform  of  the  Davis -Bacon  Act  --  like  that  which 
the  Administration  proposed  in  1994  --  would  balance  the  need  to 
reduce  the  administrative  costs  associated  with  statutory 
requirements  without  compromising  the  intended  goals  and  essential 
worker  protections  which  the  Davis -Bacon  Act  provides.   Since 
1994,  the  Administration  has  attempted  to  forge  bipartisan  support 
for  a  comprehensive  Davis-Bacon  reform  bill.   The  Administration 
is  willing  and  eager  to  work  with  the  Congress  toward  improvements 
that  would  ease  the  burdens  on  employers  and  the  Federal 
procurement  community  yet  retain  the  basic  worker  protections  the 
Act  originally  sought  to  provide. 

Mr.  Porter:   As  you  know,  the  Davis -Bacon  "helper" 
regulations  have  been  on  hold  now  for  some  time  because  of  a  rider 
in  the  appropriations  bill.   Congress  did  not  include  that  rider 
in  the  recently-enacted  1996  appropriations  bill.   Apparently, 
however,  you  are  asking  us  to  include  it  again  for  1997. 

Since  the  rider  has  been  removed,  how  long  will  it  take  the 
Department  to  get  moving  on  these  "helper"  regulations?   What 
steps  remain  to  be  taken  before  you  can  start  carrying  them  out? 

Mr.  Reich:   The  Administration  is  committed  to  making  every 
effort  to  resolve  the  helper  issue  through  the  regulatory  process. 
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The  Department  believes  that  its  decision-making  should  be 
guided  by  two  aspects  of  this  issue  which  must  be  carefully 
evaluated  before  we  proceed.   First,  can  the  rules  be  effectively 
enforced?   Second,  what  impact,  if  any,  will  the  rules  have  on  the 
construction  industry's  existing  apprenticeship  and  training 
structure?   To  adequately  resolve  these  issues,  the  Department 
must  attempt  to  balance  the  need  for  increased  opportunities  for 
employment  of  semi-skilled  individuals  with  the  need  to  develop  a 
high-performance,  highly- trained  construction  workforce. 

This  helper  issue  is  the  source  of  much  controversy  and  any 
action  by  the  Department  has  been  prevented  due  to  appropriations 
language.   Our  objective  is  to  proceed  expeditiously  on  the  matter 
now  that  legal  constraints  on  Departmental  action  in  this  area 
have  been  removed. 
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INTERNATIONAL  BROTHERHOOD  OF  TEAMSTERS  ELECTION 

Mr.  Bonilla:   There  have  been  upsetting  reports  of  how 
Minnesota  Teamsters  officials  who  were  found  guilty  of  embezzling 
funds  from  their  locals  only  received  a  one -year  suspension  from 
Teamsters  President  Ron  Carey.   There  was  also  questionable 
practices  by  the  Minnesota  Teamsters  which  included  selling  union 
cars  at  markedly  discounted  rates.   Grand  theft  is  a  felony  which 
carries  with  it  a  hefty  prison  terms  and  loss  of  voting  rights  for 
life.   It  is  beyond  me  why  these  Teamsters  got  off  so  easily. 

In  the  FY96  appropriation,  this  committee  inserted  language 
to  support  ongoing  efforts  to  rid  the  International  Brotherhood  of 
Teamsters  of  organized  crime  influence.   How  will  the  Department 
of  Labor  use  the  $5.6  million  earmarked  in  FY  1996  for  activities 
related  to  the  Justice  Department's  action  against  the 
International  Brotherhood  of  Teamsters? 

Mr.  Reich:   Using  budget  transfer  authority  granted  by 
Congress,  the  Department  of  Labor  is  providing  $5.6  million  to  the 
Department  of  Justice  (DOJ)  to  cover  the  Department  of  Labor's 
share  of  the  FY  1996  costs  for  the  December  1996  election  of 
officers  in  the  International  Brotherhood  of  Teamsters  (IBT)  being 
supervised  by  the  DOJ.   That  election  is  being  supervised  pursuant 
to  the  March  14,  1989  Consent  Order  that  settled  the  Justice 
Department's  RICO  case  against  the  IBT.   The  entire  $5.6  million 
is  transferred  to  the  DOJ  for  the  election  supervision. 
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PUERTO  RICO  MIGRANT  FARMWORKER  PROGRAM 

Mr.  Bonilla:   It  has  been  recently  reported  that  DOL  wasted 
$10  million  on  migrant  farm  worker  training  in  Puerto  Rico  that 
subsidized  farmers  to  hire  workers  to  perform  the  same  menial 
tasks  they  were  trying  to  escape  and  placed  67  workers  in  jobs. 
The  Department  spent  $305,000  for  each  participant  placed  in 
training-related  employment.   DOL's  own  performance  standards  data 
does  show  that  the  Puerto  Rico  402  program  is  within  performance 
limits  and  has  met  their  performance  standards.   What  happened  and 
what  steps  will  be  initiated  in  the  future  to  prevent  future  waste 
in  the  program? 

Mr.  Reich:   The  Employment  and  Training  Administration  (ETA) 
recognized  that  the  farmworker  program  in  Puerto  Rico  had  serious 
problems  and  that  is  why  it  asked  for  the  OIG  audit.   However,  ETA 
disagrees  with  the  average  cost  per  placement  figures  as  reported 
by  the  OIG  in  the  audit. 

The  OIG  measurement  results  In  discounting  job  placements 
that  are  legitimate  pursuant  to  performance  standards  developed 
for  the  program.   For  the  three  year  period  audited,  ETA's  records 
show  placements  of  343,  442,  and  456  for  Program  Years  1991,  1992, 
and  1993  respectively,  for  a  total  of  1,241  for  those  three  years. 
Using  ETA's  methodology,  the  cost  per  entered  employment  (CEE)  for 
those  years  is  $7,068,  $7,362,  and  $6,328  respectively,  for  an 
average  CEE  of  $6,919  for  the  three  years. 

Obviously,  the  ultimate  objective  of  enrolling  people  in 
training  should  be  job  placement,  but  not  always  as  an  immediate 
outcome  from  each  training  course.   Many  of  our  JTPA  participants, 
especially  migrant  and  seasonal  farmworkers,  can  not  be  placed  in 
a  job  because  of  the  needed  remedial  training  that  will  enable 
them  to  successfully  complete  job  training.   Only  then,  can  they 
be  placed  in  suitable  employment. 

In  order  to  correct  the  existing  problems  in  the  Puerto  Rico, 
ETA  has  secured  agreement  with  the  Commonwealth's  Cabinet- level 
officials  to  a  detailed  corrective  action  strategy  that  is  now 
being  implemented.   ETA  is  confident  that  the  actions  the 
Commonwealth  is  now  taking  will  result  in  significant  improvements 
in  the  program. 
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THE  PRIVATE  SECTOR  OUTPLACEMENT  INDUSTRY 

Mr.  Bonilla:   You  stated  that  workers  who  use  job  search 
assistance  funded  through  Dislocated  Worker  Assistance  cannot 
afford  the  services  of  private  outplacement  firms .   You 
misunderstand  a  fundamental  aspect  of  the  outplacement  industry, 
which  has  repeatedly  attempted  to  partner  with  the  Department. 
The  outplacement  industry  serves  dislocated  workers  through 
employer -provided  assistance.   In  fact,  the  industry  has  shown 
employers  the  value  in  providing  outplacement  services  to  laid-off 
workers.   Much  of  what  we  now  know  about  the  advantages  of  job 
search  assistance  has  been  the  result  of  the  ground  work  of  this 
industry  over  the  last  three  decades. 

When  the  industry  raises  its  concerns  about  unfair  government 
competition,  it  is  based  on  the  fact  that  the  "no  fee"  services 
offered  through  the  One -Stops  and  other  Dislocated  Worker 
Assistance  encourages  employers  to  forego  paying  for  these 
services  in  the  private  sector  and  simply  send  their  workers  to 
go ve rnment -run  programs. 

The  choice  for  the  employer  is  whether  to  pay  for  the 
services  in  the  private  market  or  send  workers  at  no  cost  to  the 
employer  to  public -funded  programs.   Many  employers  who  value 
their  workers  will  continue  to  pay  for  the  services  of  private 
firms,  but  many  others  are  lured  into  the  "cost  free"  aspect  of 
taxpayer  funded  assistance  without  regard  to  the  value  of  services 
made  available  to  their  workers. 

The  worker  is  given  no  choice  and  is  forced  to  accept 
services  with  placement  rates  of  between  40  to  70  percent  rather 
than  the  private  sector's  placement  rates  of  90 -plus  percent.   The 
taxpayer  is  forced  to  pick  up  the  tab  that  many  employers  have 
demonstrated  an  ability  to  pay  for  and  that  all  employers  should 
be  paying  for,  and  as  a  result  the  taxpayer  will  be  asked  to  take 
on  a  greater  role  in  paying  for  this  type  of  service  for  laid  off 
workers . 

Does  this  "disintermediation"  from  the  private  sector  conform 
to  your  idea  of  the  role  the  Labor  Department  should  be  taking  in 
encouraging  employers  to  take  responsibility  for  providing 
assistance  to  their  workers?  When  you  stated  that  competition 
between  government  and  the  private  sector  is  a  good  thing,  did  you 
mean  that  the  Department  should  be  allowed  to  offer  "no  cost" 
services  as  an  alternative  to  those  that  must  be  priced  to  the 
market  place  by  private  sector  firms?  Is  it  your  intent  to 
displace  the  outplacement  industry  by  creating  a  taxpayer 
supported  job  search  assistance  through  Dislocated  Worker 
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Assistance?  Will  you  commit  to  take  steps  to  involve  the  private, 
for-profit  outplacement  industry  in  the  provision  of  services 
funded  through  Dislocated  Worker  Assistance? 

The  other  aspect  of  this  issue  is  the  simple  issue  of  cost 
savings  and  improved  services.   For  those  workers  who  will  not  get 
assistance  from  their  employers,  there  is  no  question  that  we 
should  provide  job  search  assistance.   This  is  the  single  most 
effective  way  to  get  workers  back  to  work.   The  issue  is  whether 
we  should  continue  on  our  current  path  of  spending  between  $2,000 
to  $4,300  per  worker  at  placement  rates  of  between  40  to  70 
percent,  or  whether  we  should  take  advantage  of  the  private  sector 
experience  and  capabilities  and  outsource  our  needs  at  rates  that 
average  $700  per  worker  and  placement  rates  of  90  percent  plus. 

Do  you  not  agree  that  outsourcing  job  search  assistance 
funded  through  Dislocated  Worker  Assistance  is  a  measure  we  can 
take  right  now  to  realize  cost  savings  as  high  as  2  and  3  times 
what  we  currently  spend?  Do  you  have  any  philosophical  problems 
with  partnering  with  the  private,  for-profit  sector,  like  the 
outplacement  industry? 

Although  the  JTPA  programs,  including  Dislocated  Worker 
Assistance,  are  block  granted  to  State  and  local  programs,  do  you 
not  agree  that  the  Department  has  a  responsibility  to  identify 
cost  savings  at  these  levels  and  to  take  a  leadership  role  in 
achieving  these  savings?  Will  you  commit  to  taking  new  steps  in 
helping  State  and  local  program  administrators  achieve  real 
savings  through  outsourcing  job  search  assistance  to  the  private, 
for-profit  sector? 

Mr.  Reich:   The  Job  Training  Partnership  Act  (JTPA)  Program, 
Title  III,  provides  block  grants  to  States  and  substate  grantees 
to  enable  them  to  offer  a  wide  range  of  services  that  are 
responsive  to  local  conditions  and  needs.   Decisions  as  to  types 
of  services  and  service  providers  are  made  at  the  local  level, 
under  the  guidance  of  a  Private  Industry  Council  made  up  of  local 
business  leaders  and  representatives  of  the  citizens  and  agencies 
in  the  community.   Contracts  for  services  are  made  to  responsible 
organizations  with  the  demonstrated  ability  to  perform 
successfully  under  the  conditions  defined  by  the  PIC,  after  a  full 
and  open  competition,  including  a  cost  analysis. 

While  private  sector  vendors  may  receive  JTPA  contracts  to 
deliver  services,  we  don't  want  to  substitute  Federal  funds  for 
services  already  paid  for  or  provided  without  cost  in  the  private 
sector.   On  the  other  hand,  States  provide  assistance  to  hundreds 
of  thousands  of  workers  each  year  whose  jobs  became  obsolete 


69 


because  of  changes  in  markets,  competition  or  technology  and  the 
employer  had  no  alternative.   If  services  are  not  available  from 
the  employer,  these  experienced  workers  represent  a  significant 
national  resource  that  is  wasted  if  we  do  not  help  them  return  to 
productive  employment . 

Not  all  dislocated  workers  who  need  and  want  assistance  can 
be  served  with  Title  III  funds.   In  general,  JTPA  targets 
assistance  to  those  most  in  need,  and  requires  the  expenditure  of 
at  least  50  percent  of  Federal  funds  to  be  for  training  in 
occupations  in  demand  in  the  local  area.   Only  a  small  portion  of 
the  JTPA  program  effort  is  involved  in  providing  the  limited  and 
low  cost  services  typically  offered  by  the  outplacement  firms. 

71  percent  of  those  who  left  the  Title  III  program  during 
Program  Year  1994  were  placed  in  jobs  averaging  about  90  percent 
of  their  previous  wage.   Over  half  of  the  participants  received 
retraining,  and  their  results  were  even  better:  76  percent  had 
jobs  at  almost  94  percent  of  their  previous  wage  when  they  left 
the  program. 

The  Department  continues  to  encourage  partnership  between 
public  dislocated  worker  programs  and  private  outplacement  firms 
and  has  provided  guidance  on  ways  State  agencies  can  coordinate 
with  outplacement  firms  when  planning  and  providing  services  to 
dislocated  workers.   The  Department  contracted  with  the 
Association  of  Outplacement  Consulting  Firms  International  (AOCFI) 
to  conduct  a  series  of  workshops  around  the  country  to  explore  the 
issues  of  creating  partnerships  between  the  private  and  public 
sectors  to  provide  cost-effective  reemployment  services.   A  report 
describing  the  results  of  these  meetings,  and  to  identify  the 
benefits  of  these  public/private  partnerships  was  sent  to  all 
State  JTPA  liaisons,  all  State  Worker  Adjustment  Liaisons,  and  all 
State  Wagner-Peyser  Administering  Agencies.   The  Department  also 
sent  a  case  study  prepared  by  The  Transition  Team,  a  private 
outplacement  agency,  outlining  a  successful  partnership  in  which 
an  employer,  State  rapid  response  teams  from  two  States,  and  an 
outplacement  team  worked  together  successfully  to  provide  career 
transition  services  to  workers  affected  by  a  plant  closing. 

The  Department  will  continue  to  work  with  the  outplacement 
industry  at  the  national  level  to  explore  and  develop  greater 
opportunities  for  public/private  partnerships  that  will  provide 
new  and  more  cost  effective  ways  to  serve  dislocated  workers. 
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Mr.  Bonilla:   It  seems,  Mr.  Secretary,  that  you  have  an  assistant  secretary  who  likes  to  travel  quite  a  bit  at 
taxpayers'  expense.   Ms.  Berg  is  even  being  cast  in  the  same  light  as  Secretary  O'Leary  when  it  comes  to  lavish 
travel  and  hiring  an  expensive  media  consultant.   A  labor  source  was  quoted  as  saying,  "We've  got  all  of  the 
expenses  and  arrogance  of  Hazel  O'Leary  at  a  lower  level." 

Among  other  things,  Ms.  Berg  abused  her  office  by  calling  an  aide  from  35,000  feet  because  she  had  gotten 
uncomfortable  in  her  seat.   She  also  spent  $2,000  to  change  her  official  picture  because  she  changed  her  hairstyle. 
This  type  of  behavior  from  an  assistant  secretary  is  outrageous. 

What  have  you  done  to  reprimand  Ms.  Berg  and  to  have  the  DOL  set  up  policies  to  prevent  such  behavior  in  the 
future? 

Mr.  Reich:  The  column  by  Jack  Anderson  which  appeared  in  the  Washington  Post  on  February  19,  1996, 
presented  a  startlingly  inaccurate  picture  of  Assistant  Secretary  Berg's  travel  expenditures.  Although  the  article 
alleged  that  Ms.  Berg  has  spent  lavishly  on  travel,  in  fact,  Ms.  Berg's  travel  expenditures  have  been  remarkably 
low.  In  1993,  Ms.  Berg  spent  approximately  $5,600  on  travel;  in  1994,  she  sent  approximately  $11,700;  and  in 
1995,  she  spent  approximately  $7,000.  While  the  article  cited  frequent  trips  to  her  home  state  of  California,  in 
fact,  out  of  a  total  of  about  50  trips  only  5  were  to  California. 

The  Anderson  column  also  grossly  mischaracterized  the  telephone  call  which  Ms.  Berg  placed  from  an  airplane. 
During  a  transcontinental  flight  to  the  west  coast,  Ms.  Berg  called  her  staff  from  the  airplane  phone  to  check  in  on 
work  priorities  because  the  Washington,  D.C.  office  would  be  closed  by  the  time  her  plane  landed  on  the  west 
coast.   At  the  end  of  the  conversation,  she  did  mention  that  if  possible  she  would  prefer  to  be  seated  on  an  aisle  or 
window  seat.   However,  that  was  clearly  not  the  purpose  of  the  phone  call. 

With  regard  to  Ms.  Berg's  official  photo,  these  matters  are  handled  by  her  agency's  division  of  public  affairs. 
Ms.  Berg's  public  affairs  office  recommended  that  she  have  the  new  photo  taken  when  they  ran  out  of  copies  of 
the  old  photo  and  needed  to  replenish  their  supply  anyway.  There  was  no  extra  cost  to  take  the  new  photos 
because  the  photography  itself  was  done  in-house.  The  $2,000  was  paid  for  photo  processing  costs  only,  a  cost 
which  would  have  been  incurred  even  if  the  decision  had  been  merely  to  make  new  copies  of  the  old  photo. 
These  kinds  of  costs  are  routinely  incurred  for  all  assistant  secretaries. 

Because  we  see  no  problem  with  Ms.  Berg's  travel  or  other  behavior,  we  see  no  reason  to  take  any  action. 
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MINIMUM  WAGE 

Mr.  Bonilla:   At  the  taxpayers  expense,  Mr.  Secretary,  in 
trying  to  seek  more  ammunition  for  a  battle  in  Congress  to  raise 
minimum  wage  you  opened  a  $25,000  toll-free  phone  explaining  to 
workers  they  need  an  increase  in  the  minimum  wage .   In  the 
interest  of  equal  time,  I  suggest  you  set  up  an  800  number  for 
small  business  to  call  in  with  their  stories  on  how  to  better 
amend  the  Fair  Labor  Standards  Act  or  improve  OSHA  reporting 
requirements.   Do  you  think  the  DOL  will  follow  through  on  my 
request? 

Mr.  Reich:   Communication  between  the  Department  of  Labor 
and  our  customers,  constituents  and  stakeholders  plays  a  critical 
role  in  the  DOL's  purpose,  vision  and  strategies.   In  the  interest 
of  fairness,  however,  I  must  correct  some  of  the  information 
presented  in  Rep.  Bonilla 's  question. 

As  part  of  our  open  communications  effort,  the  Labor 
Department  instituted  a  toil -free  telephone  number  so  that  minimum 
wage  workers  could  communicate  to  us  exactly  how  an  increase  would 
affect  their  lives.   This  anecdotal  information  would,  in  our 
view,  complement  academic  studies  regarding  this  issue  and  provide 
"faces"  to  the  statistics  used  in  congressional  testimony  and 
other  open  forums . 

The  toll  free  number  was  instituted  on  November  7,  1996  and 

was  discontinued  on  November  13,  1996.   Contrary  to  Rep.  Bonilla 's 

question,  the  Labor  Department  was  billed  approximately  $12,000  of 
this  effort. 

As  you  are  aware,  Congress  held  no  hearings  on  minimum  wage 
during  this  period,  but  did  hold  hearings  on  the  FLSA  and  OSHA. 
Public  representatives  were  invited  to  both  hearings  to  provide 
testimony. 

I  would  like  to  remind  Rep.  Bonilla  that  we  are  currently 
proposing  revisions  to  OSHA's  record-keeping  standards.   As  part 
of  our  open  communications  with  the  public- -and  prior  to  even 
publishing  the  proposed  changes- -we  held  two  stakeholder  meetings 
to  discuss  the  planned  revisions.   After  the  proposed  rules  were 
published,  OSHA  held  two  more  public  meetings.  None  of  these 
meetings  are  required  by  law.   The  length  of  the  public  document 
period  is  90  days.   Written  comments  regarding  this  effort  were 
submitted  until  May  29,  1996. 
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REINVENTING  OSHA 

Mr.  Riggs :   Last  year  during  the  FY  1996  hearings,  you  laid 
out  a  plan  to  "reinvent"  OSHA.   You  indicated  that  you  would  "weed 
out  overly  specific  and  obsolete  regulations"  and  replace  them 
with  "clear  and  sensible  ones,"  and  would  provide  incentives  for 
employers  to  improve  workplace  health  and  safety  and  to  address 
workplace  problems  as  quickly  as  possible.   You  indicated  that 
your  focus  would  shift  to  front-line  workers  and  provision  of 
quality  service.   Lastly,  you  indicated  that  you  would  be 
streamlining  OSHA's  oversight  and  enforcement  process. 

Could  you  provide  me  with  an  update  on  the  progress  that  you 
have  made  in  reaching  these  goals? 


Mr.  Reich:   OSHA  is  moving  ahead  with  the  initiatives  I 
presented  last  year.   On  March  7,  OSHA  published  a  Federal 
Register  notice  eliminating  275  pages  of  duplicate  and  obsolete 
regulations,  and  another  notice  is  planned  for  next  month  that 
will  eliminate  630  more  pages.   Also  slated  for  elimination  are 
about  15  pages  of  regulations  that  duplicate  or  conflict  with  the 
regulations  of  other  federal  agencies,  such  as  DOT  and  EPA. 
Further,  OSHA  is  preparing  four  proposed  rules,  to  be  published 
this  summer,  that  would  clarify  standards  into  plain,  sensible 
language . 

OSHA's  focused  inspection,  cooperative  compliance,  and 
"quick  fix"  programs  provide  incentives  for  employers  to  improve 
workplace  safety  and  health  conditions  and  address  safety  and 
health  hazards  as  quickly  as  possible.   The  focused  inspection 
program  in  the  construction  industry  encourages  the  establishment 
of  effective  safety  and  health  programs  by  employers  who  control 
construction  sites.   Under  the  program,  if  the  employer  has  an 
effective  safety  and  health  program  in  place  at  the  worksite,  then 
the  OSHA  compliance  officer  limits  the  inspection  to  looking  for 
hazards  related  to  the  four  leading  sources  of  fatalities  in 
construction.   This  program  has  been  well-received  by  the 
construction  industry,  and  OSHA  is  working  to  develop  a  focused 
inspection  program  for  general  industry. 

The  success  of  OSHA's  "Maine  200"  program  and  a  similar 
program  in  Wisconsin  has  led  the  agency  to  seek  to  expand  that 
type  of  program  nationwide.   "Cooperative  Compliance 
Programs" (CCPs)  are  enforcement-based,  data-driven  programs  being 
developed  on  a  State-by-State  basis.   The  goals  of  CCPs  are  to 
improve  safety  and  health  conditions  in  diverse  workplaces  by 
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obtaining  employer  commitment  to  develop  comprehensive  safety  and 
health  programs  with  extensive  employee  involvement,  and  to 
communicate  the  concept  that  effective  safety  and  health  programs 
and  voluntary  compliance  by  the  employer  keeps  valuable  employees 
on  the  job,  improves  employee  morale,  reduces  workers' 
compensation  and  health  insurance  costs,  and  is  simply  good 
business.   As  of  mid-May,  5  States  have  programs,  6  States  are 
committed  to  developing  programs  in  FY  1996,  3  states  have  the 
potential  to  start  a  CCP  in  FY  1996,  and  9  States  are  discussing 
CCP  concepts . 

Under  the  quick  fix  program,  employers  are  offered 
incentives  in  the  form  of  penalty  reductions  to  immediately  abate 
hazards  found  during  an  OSHA  inspection,  something  that  is  not 
required  under  the  Occupational  Safety  and  Health  Act.   The 
benefits  of  quick  fix  program  include  increased  employer 
cooperation  and  willingness  to  abate  hazards,  better  working 
relationships  between  OSHA  and  employers  who  have  been  offered 
quick  fix,  less  paperwork  and  abatement  tracking  for  OSHA,  and 
fewer  informal  settlement  conferences  and  contested  cases.   A 
draft  compliance  directive  that  would  expand  the  program 
nationwide  is  being  finalized  and  is  expected  to  be  issued  soon. 

OSHA  is  seeking  to  provide  high  quality  customer  service  in 
several  ways.   The  most  important  of  these  is  the  redesign  of  its 
field  offices.   Redesigned  offices,  of  which  there  are  15  so  far, 
have  developed  new  strategies  to  move  away  from  the  old  "one-size- 
fits-all"  regulatory  approach  to  one  that  identifies  the  major 
causes  of  workplace  injuries,  illnesses,  and  fatalities  in  a 
particular  geographic  area,  and  then  comes  up  with  unique, 
creative  solutions  to  fix  problems.   A  related  customer- service 
effort  is  OSHA' s  new  system  for  responding  to  non- formal  worker 
complaints  of  unsafe  conditions.   The  new  process  allows  the 
office  to  simply  pick  up  the  phone,  call  the  employer,  and  discuss 
the  alleged  problem.   The  use  of  the  "phone/fax"  system  has 
resulted  in  a  300%  decrease  in  the  amount  of  time  it  takes 
employers  to  actually  fix  the  hazards  that  posed  a  risk  to 
employees.   At  the  same  time,  offices  using  the  phone/fax  system 
have  decreased  the  number  of  worker  complaints  that  result  in  an 
on-site  inspection  by  more  than  50%.   Even  when  a  redesigned 
office  does  conduct  an  inspection  and  issue  citations,  the  office 
attempts  to  work  with  employers  to  address  their  concerns. 

OSHA  is  further  streamlining  its  oversight  and  enforcement 
program  by  modifying  its  performance  measurement  systems  to  focus 
on  results  instead  of  activities.   OSHA  compliance  officers  have 
been  told  clearly  that  their  performance  will  not  be  judged  by  the 
number  of  citations  issued  or  the  amount  of  penalties  assessed, 
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but  by  their  success  in  finding  and  reducing  hazards  associated 
with  injuries  and  illnesses.   In  keeping  with  that  spirit,  the 
agency  issued  a  compliance  directive  outlining  a  new  citation 
policy  for  paperwork  and  written  program  violations.  Basically, 
the  policy  instructs  compliance  officers  not  to  issue  citations 
for  minor  paperwork  violations  unless  an  actual  hazard  to 
employees  can  be  documented.   As  a  result,  citations  for 
violations  of  paperwork  requirements  have  declined  dramatically. 
OSHA  is  also  using  National  Emphasis  Programs  that  concentrate  on 
specific  hazards  that  have  been  shown  to  be  a  major  source  of 
injuries  or  illnesses.   Local  Emphasis  Programs  concentrate  on 
specific  industries  or  operations  that  are  linked  to  illnesses  or 
injuries  in  a  particular  geographic  area. 

Early  indicators  of  the  shifts  in  OSHA' s  philosophy  are  the 
increase  in  the  number  of  significant  and  egregious  cases  during 
the  past  year  jand  the  change  in  the  top  ten  standards  cited.   OSHA 
is  encouraged  by  the  progress  it  has  made  so  far  on  its 
reinvention  initiatives  and  expects  continued  progress  toward  the 
goals  I  outlined  during  the  FY  1996  hearings. 
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IMMIGRATION  INITIATIVE 

Mr.  Riggs:   Regarding  illegal  immigration:   As  a 
representative  from  California,  this  issue  is  a  particularly  tough 
one.   You  indicated  in  your  testimony  last  year  that  your  agency 
would  enforce  minimum  labor  standards  and  reduce  employer 
incentives  to  hire  illegal  aliens. 

What  types  of  minimum  standards  have  you  proposed  and/or 
enforced? 

Mr.  Reich:   This  initiative  does  not  require  new  legislation, 
but  does  call  for  a  significant  investment  of  additional 
enforcement  resources.   The  Wage  and  Hour  Division  enforces  a 
variety  of  laws  which  establish  standards  for  wages  and  working 
conditions,  the  primary  purpose  of  which  is  to  protect  low-wage 
workers  and  the  working  poor. 

The  Fair  Labor  Standards  Act  provides  minimum  wage,  overtime, 
child  labor,  recordkeeping,  and  special  minimum  wage  standards. 
The  Migrant  and  Seasonal  Agricultural  Worker  Protection  Act 
provides  for  the  registration  of  farm  labor  contractors,  the 
proper  maintenance  of  and  insurance  for  vehicles  used  to  transport 
migrant  and  seasonal  farm  workers,  the  maintenance  of  safe  and 
healthful  facilities  to  house  such  workers,  and  the  prior 
disclosure  to  workers  of  specific  employment  conditions  and 
agreements . 

Vigorous  targeted  enforcement  of  basic  labor  standards  such 
as  these,  serves  as  a  meaningful  deterrent  to  illegal  migration  by 
denying  some  of  the  business  advantage  that  might  be  gained 
through  the  employment  of  highly  vulnerable  and  exploitable 
workers  at  substandard  wages  and  working  conditions.   Labor  law 
enforcement  is  an  important  component  of  the  Administration's 
overall  strategy  to  curb  illegal  immigration.   Labor  law 
enforcement  not  only  helps  ensure  fairness  and  minimally 
acceptable  employment  standards  in  the  workplace,  but  also  helps 
foster  a  level  competitive  playing  field  for  employers  who  seek  to 
comply  with  the  law. 

Mr.  Riggs:   What  disincentives  have  you  provided  to  employers 
that  typically  hire  illegal? 

Mr.  Reich:   Employment  is  the  single  most  important  and 
pervasive  incentive  for  illegal  migration.   The  Administration  is 
committed  to  strong  worksite  enforcement  of  employer  sanctions  and 
minimum  labor  standards  to  reduce  the  workplace  magnet  for  illegal 
migration.   The  Department  of  Labor  can  make  a  singularly 
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important  contribution  to  reducing  incentives  for  illegal 
immigration.   Curbing  illegal  migration  and  enforcing  worker 
protection  laws  have  a  direct  connection.   Illegal  immigrants  are 
frequently  subjected  to  subminimum  wages,  dangerous  workplaces, 
long  hours,  and  other  poor  working  conditions  because  they  are 
desperate  for  work  and  in  a  weak  position  to  obtain  their  rights 
as  workers.   Knowingly  hiring  illegal  immigrants  both  reveals  and 
rewards  an  employer's  willingness  to  break  the  law,  and  undermines 
wages  and  working  conditions  for  authorized  workers.   The 
President's  request  would  significantly  strengthen  the 
Department's  ability  to  remove  the  economic  incentive  to  hire 
illegal  workers. 

Mr.  Riggs:   What  impact  have  these  changes  had  on  the  illegal 
alien  labor  market? 

Mr.   Reich:   Without  the  additional  resources  requested,  the 
Department  will  not  be  able  to  have  a  significant  impact  on  the 
illegal  alien  labor  market.   If  this  initiative  is  to  be 
effective,  sufficient  resources  must  be  deployed  to  ensure  that 
violators  are  detected  and  brought  into  compliance.   This  can  not 
occur  without  additional  FTE;  there  simply  are  not  any  more  viable 
or  cost-effective  alternatives.   Unauthorized  workers  typically  do 
not  complain  about  alleged  violations  for  many  reasons. 
Therefore,  it  is  imperative  that  a  targeted  enforcement  program  be 
maintained  in  order  to  discover,  remedy,  and  deter  illegal 
employment  practices.   Wage  and  Hour  has  already  established  a 
targeted  enforcement  program  aimed  at  low-wage  industries  and 
egregious  violators.   Over  the  last  several  years,  however,  due  to 
resource  reductions,  it  has  become  increasingly  difficult  to  have 
a  meaningful  impact  on  compliance  in  these  industries. 

Mr.  Riggs:   Is  your  agency  working  in  co-operation  with  other 
agencies  (DOJ ,  DOE,  DOA)  to  create  comprehensive  plans  to  attack 
the  problem  of  illegal  alien  labor? 

Mr.   Reich:   The  President  has  developed  a  comprehensive 
strategy  to  combat  illegal  immigration  and  has  directed  the 
Department  of  Labor  to  work  in  conjunction  with  other  federal 
agencies  to  increase  worksite  enforcement  as  one  key  component  of 
this  strategy.   The  Wage  and  Hour  Division  and  the  Office  of 
Federal  Contract  Compliance  Programs  (OFCCP)  currently  work  with 
the  Immigration  and  Naturalization  Service  (INS)  and  the 
Department  of  Justice's  (DOJ)  Office  of  Special  Counsel  (for 
Immigration-Related  Unfair  Employment  Practices)  by  monitoring 
employer's  compliance  with  their  obligation  to  verify  the  work 
authorization  ot  the  people  they  hire. 
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Wage  and  Hour  has  worked  with  INS  to  establish  a  common 
understanding  of  where  investigation  targeting  can  have  the 
greatest  effect  (deterrence  zones)  and  develop  information  that 
will  allow  redirection  of  efforts  as  the  landscape  changes,  as  it 
is  bound  to  do.   The  agencies  are  also  trying  different  approaches 
in  different  areas  and  situations  to  see  what  works  best  to 
continue  to  improve  the  effectiveness  and  impact  of  our  mutual 
efforts . 

OFCCP  continues  to  work  with  the  DOJ  Office  of  Special 
Counsel  to  assure  that  minority  group  workers,  especially  those  of 
Hispanic  and  Asian  descent,  are  not  the  unintended  victims  of 
discrimination  resulting  from  strong  employer  sanctions 
enforcement . 

The  current  Memorandum  of  Understanding  between  the 
Employment  Standards  Administration  and  INS  is  being  revised  in 
order  to  further  clarify  the  roles  of  each  agency  in  accomplishing 
the  shared  worksite  enforcement  mission.   Additionally,  it  will 
better  address  policy  and  operational  issues  relative  to 
coordination  and  communication  between  the  agencies  and  promote 
the  more  efficient  use  of  available  resources. 
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STREAMLINING  AT  THE  LABOR  DEPARTMENT 

Mr.  Riggs :   Could  you  provide  me  with  an  update  on  your  continued 
efforts  to  downsize  and  streamline  your  agency?   As  of  January,  1993,  you  had 
reduced  your  number  of  employees  by  1,088,  you  claim  to  have  exceeded  FTE 
reduction  in  1993  and  1994,  you  had  reduced  senior  level  positions  by  116,  you 
had  reduced  headquarters  positions  by  242  and  control  positions  by  91?   Are 
you  continuing  this  effort? 

Mr.  Reich:   Since  September,  1992,  we  have  been  involved  continuously  in 
a  process  to  reduce  the  DOL's  employment  levels  consistent  with  the  272,900 
government -wide  reduction  in  employment  by  1999  mandated  by  P.L.  103-226,  the 
Federal  Workforce  Restructuring  Act  of  1994.   DOL's  goal  was  a  12%  staff 
reduction  by  1999.   As  of  March,  1996,  we  have  already  achieved  this  goal  by 
reducing  employment  by  2,291,  from  18,540  to  16,249,  a  12.4%  reduction. 

We  have  also  attempted  to  re-deploy  staff  from  overhead,  or  "control", 
positions  to  fror.t-line  positions  where  the  real  work  of  the  Department  is 
concentrated.   If  anything,  the  Department's  statutory  responsibilities  to  the 
workers  of  this  country  and  their  families  have  increased  and  this  has  forced 
us  to  'work  smarter'.   The  staff  reductions  that  we  have  accomplished  have 
come  disproportionately  from  "overhead"  areas  as  non- front -line  positions  have 
decreased  by  19%,  while  front-line  positions  have  decreased  by  10%.   By 
focusing  our  staff  on  mission-related  work  we  are,  indeed,  doing  more  with 
less . 

The  number  of  senior  level  positions  (grades  GS-14  and  above)  has 
decreased  by  9%  (from  (2,220  to  2,015)  from  September,  1992  to  March,  1996. 
We  are  on  track  to  meet  our  FY  1999  goal  in  this  area.   The  number  of 
headquarters  positions  has  decreased  by  25%  (from  2,727  to  2,058)  from 
September,  1992  to  March,  1996.   We  are  one  year  ahead  of  schedule  in  this 
area.   We  have  reduced  the  number  of  support  positions  (personnel ists, 
budgeteers,  accountants  and  acquisition  specialists)  by  15%  (from  1,283  to 
1,085)  from  September,  1992  to  March,  1996.   We  are  on  schedule  to  meet  our  FY 
1999  goal  in  this  area. 

In  spite  of  these  reductions,  we  have  worked  hard  to  diversify  our 
workforce.   During  this  period,  we  have  increased  the  Hispanic  representation 
rate  among  DOL  employees  from  5.3%  to  5.9%  and  the  representation  rate  of 
women  in  grades  13  and  above  from  28%  to  32%. 

We  will  be  continuing  this  effort,  as  scheduled,  until  FY  1999. 

Mr.  Riggs:   Do  you  feel  that  you  have  reached  a  point  where  further 
downsizing  and/or  streamlining  would  be  detrimental  to  the  responsibilities  of 
the  agency?  - 

Mr.  Reich:   We  are  committed  to  our  FY  1999  goals  and  believe  they  can 
be  accomplished  without  sacrificing  the  quality  of  the  services  we  provide. 

Mr.  Riggs:   In  this  same  vein,  in  FY  1996  your  agency  had  appropriated 
$20.9  million  for  reinvention  and  streamlining  efforts.   Could  you  provide  me 
with  information  on  how  those  dollars  were  used  in  the  following  categories: 


Investment  in  Reinvention  Fund  $3.9  million 

Realignment  of  Office  Structure  $7.0  million 

Training  DOL  Staff  $5.6  million 

Automated  Technologies  $4.4  million 
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Mr.  Reich:   The  amounts  you  point  out  were  included  in  our  FY  1996 
budget  requests  for  the  Employment  and  Training  Administration,  the  Pension 
and  Welfare  Benefits  Administration,  the  Occupational  Safety  and  Health 
Administration,  the  Mine  Safety  and  Health  Administration,  Departmental 
Management  and  the  Working  Capital  Fund.   The  Congress  appropriated  no  funds 
for  any  of  these  proposals.   The  Investment  in  Reinvention  Fund  (IRF)  was 
approved  when  the  appropriation  was  passed  on  April  26,  1996.   As  enacted, 
obligational  authority  of  $3.9  million  will  come  from  unobligated  balances  of 
prior  year  salaries  and  expenses  appropriations  to  capitalize  the  IRF.   We  are 
in  the  process  of  developing  procedures  to  govern  the  use  of  the  IRF. 
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FEDERAL  ROLE  IN  EMPLOYMENT  AND  TRAINING 

Mr.  Stokes:   Why  must  the  Federal  role  in  employment  and 
training  continue?   If  the  federal  role  would  cease  to  exist,  what 
would  the  impact  be? 

Mr.  Reich:   There  are  compelling  reasons  why  the  Federal  role 
in  employment  and  training  should  continue ,  even  as  we  seek  to 
enhance  State  and  local  flexibility. 

First,  we  want  to  empower  individuals  by  putting  into  their 
hands  the  financing  and  information,  to  get  education,  training 
and  jobs.   The  Federal  government  has  a  special  role  in  promoting 
and  protecting  the  interests  of  all  Americans  who  work  hard  to  be 
part  of  the  middle  class  against  bureaucracies  at  all  levels. 

Second,  the  U.S.  exists  in  a  global  economic  environment  and 
has  a  national  labor  market.   If  we  are  to  respond  constructively 
to   our  competitors,  there  will  be  a  continuing  need  for  a 
national  strategy  on  workforce  preparation  that  helps  American 
workers  and  firms  adjust  to  regional  and  industry  change  and 
avoids  employment  and  training  policy  which  would  bankrupt  State 
and  local  governments.   States  by  definition  are  not  positioned  to 
provide  cross-cutting  national  visions.   Only  national  government 
can  do  this . 

Third,  States  and  localities  have  been  relying  on  Federal 
leadership  in  job  training  and  employment  programs  for  over  30 
years.   Block  grants  without  federal  leadership,  for  example, 
would  leave  States  and  localities  with  the  job  of  unraveling  the 
maze  of  Federal  and  State  job  training  initiatives  which  increased 
over  the  years . 

Fourth,  a  common  national  approach  is  also  needed  to  prevent 
fraud  and  abuse,  assure  accountability  at  the  provider  level,  and 
provide  economies  of  scale  by  saving  States  from  having  to  spend 
additional  money  to  develop  a  substantial  portion  of  the 
accountability  package. 

Fifth,  comparable,  reliable  information  for  consumers  and 
policy-makers  requires  data  systems  driven  by  a  common  national 
approach,  and  monitored  at  the  national  level.   Only  national 
requirements  can  assure  that  such  systems  exist. 

Finally,  the  Federal  government  has  a  key  role  in  stimulating 
and  supporting  research  to  generate  new  ideas  and  determine  how 
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well  programs  are  working,  as  well  as  providing  the  initiative  for 
building  the  capacity  of  the  provider  system  nationwide. 


AT-RISK  POPULATION 

Mr.  Stokes:   How  would  you  define  the  "at-risk  population"  as 
it  relates  to  employment,  job  training,  and  wages?  What  are  the 
social  and  economic  consequences  of  ignoring  the  needs  of  this 
population? 

Mr.  Reich:   The  costs  of  ignoring  the  needs  of  out-of-school 
youth  are  enormous.   Below  are  some  of  the  costs  associated  with 
high  school  dropouts  -  -  and  with  teen  parents . 

High  School  Dropouts: 

o   Over  a  lifetime,  the  average  high  school  dropout  will  earn 
over  $200,000  less  than  a  high  school  graduate. 

o   This  high  school  dropout  also  will  contribute  $70,000  less 
in  taxes. 

o   Public  costs  of  crime  are  $50,000  per  dropout. 


Teen  Parents:  \ 

o   Of  teens  who  give  birth,  46  percent  will  go  on  welfare 

within  four  years.   Of  unmarried  teens  who  give  birth,  73 
percent  will  be  on  welfare  within  four  years. 

o  Roughly  $20  billion  per  year  is  used  in  payments  for  income 
maintenance,  health  care,  and  nutrition  to  support  families 
begun  by  teenagers . 

o   Babies  born  to  teen  mothers  are  of  heightened  risk  of  low 
birth  weight,  and  the  additional  lifetime  medical  costs  of 
low  birth  weight  infant  is  $400,000  on  average. 


Mr.  Stokes:   How  much  is  included  in  the  FY  1997  budget 
request,  to  effectively  address  this  national  problem,  and  how  does 
it  compare  with  the  1996  funding  level? 

Mr.  Reich:  The  programs  that  address  this  group,  the  JTPA 
Title  II-B  Summer  Youth  Employment  Program,  the  JTPA  Title  II-C 
Youth  Training  Grants,  the  Job  Corps,  and  the  Opportunity  Areas 
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for  Out-of -School  Youth  demonstration,  will  be  funded  at  $1,846 
billion  for  1996,  and  are  requested  at  $2,401  billion  for  1997. 


WORKFORCE  DEVELOPMENT  LEGISLATION 

Mr.  Stokes:   If  the  Workforce  Development  (commonly  referred 
to  as  the  Careers  Act,  or  officially  titled  the  Consolidated  and 
Reformed  Education,  Employment,  and  Rehabilitation  Systems  Act,  HR 
1617)  measure  that  is  currently  in  Conference  is  not  enacted  this 
year,  what  would  be  the  ramifications,  especially  as  they  relate 
to  the  impact  on  the  people  served  by  the  current  employment  and 
training  programs? 

Mr.  Reich:   Both  the  President  and  the  Congress  recognize  the 
need  for  improving  the  current  system  of  workforce  development, 
and  have  made  proposals  to  replace  the  outmoded  and  confusing 
array  of  federal  job  training  and  literacy  programs  with  a 
streamlined  system.   Though  individuals  would  continue  to  be 
served  under  existing  programs  if  the  new  workforce  legislation  is 
not  enacted  this  year,  Americans  need  a  better  opportunity  to 
learn  the  skills  needed  to  prosper  in  the  information-based, 
global  world  economy.   We  need  to  keep  supporting  improvements  and 
efficiencies  in  the  education  and  training  systems  like  One-Stop 
Career  Centers  and  School -to -Work,  so  that  current  and  future 
American  workers  can  better  meet  the  demands  of  the  changing 
economy. 


SUMMER  JOBS  PROGRAM  AS  A  FEDERAL  RESPONSIBILITY 

Mr.  Stokes:   Despite  the  majority's  in  Congress  series  of 
proposed  eliminations  of  the  Summer  Jobs  Program,  the 
administration  proposes  to  increase  funding  for  the  summer  jobs 
program  in  1997.   Explain  why  the  Federal  role  in  Summer  Jobs  must 
continue  and  why  the  funding  must  be  restored  to  the  level 
requested? 

Mr.  Reich:   Throughout  the  FY  1995  rescission  process  and  the 
FY  1996  budget  process,  the  Administration  stressed  the  importance 
of  keeping  the  Summer  Jobs  Program  for  our  nation's  most 
disadvantaged  and  difficult  to  employ  youth.   Most  disadvantaged 
youth  would  not  otherwise  have  this  opportunity.   A  1995  study  of 
20  cities  with  the  largest  public  sector  summer  jobs  programs 
indicated  that  about  a  million  disadvantaged  young  people  would 
not  be  able  to  find  summer  jobs  in  1996  without  the  public  summer 
jobs  program.   The  report  indicated  that  there  are  two  eligible 
applicants  for  every  public  sector  summer  job  in  these  cities. 
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The  Department  recognizes  the  valuable  job  opportunities  that 
exist  in  the  private  sector  for  some  youth,  and  is  trying  to 
promote  links  with  the  private  sector.   At  the  same  time  the 
public  summer  jobs  program  can  provide  important  opportunities  in 
communities  where  there  are  insufficient  private  opportunities. 

While  Federally -funded,  the  Summer  Jobs  Program  is  run  as  a 
partnership,  with  local  communities  making  agreements  with  schools 
and  community  organizations  to  provide  summer  jobs  and  learning 
services.   This  program  provides  valuable  work  experience 
opportunities  for  hundreds  of  thousands  of  our  youth,  and  the 
President  believes  this  program  must  be  continued.   This  program 
is  also  one  that  has  been  shown  to  work  and  to  make  a  difference 
in  people's  lives.   For  the  vast  majority  of  the  kids  in  the 
program,  it  is  the  first  time  in  their  lives  that  they  are  earning 
a  living,  and  learning  how  to  cope  in  the  world  of  work. 

The  request  for  FY  1997  is  $871  million,  $246  million  above 
the  FY  1996  level.   However,  this  level  is  sufficient  to  finance 
only  574,000  youth,  the  same  number  as  in  the  1994  program,  and 
only  52,500  above  the  estimated  1996  level  of  521,400.   The  FY 
1997  participant  level  is  the  4th  lowest  in  14  years.   To  maintain 
the  FY  1996  estimated  level  of  521,000  participants  in  FY  1997, 
the  request  would  be  $796  million  rather  than  $871  million. 
(NOTE:   There  is  a  large  amount  of  carry- in  funds  to  the  FY  1996 
program,  which  will  enable  SDAs  to  serve  about  521,000 
participants,  but  carryout  from  the  1996  program  to  the  1997 
program  will  go  down  to  more  normal  levels.) 


DISLOCATED  WORKER  PROFILE  AND  NUMBER  SERVED 

Mr.  Stokes:   Is  it  possible  to  give  a  profile  of  the  average 
dislocated  worker? 

Mr.  Reich:   According  to  the  Bureau  of  Labor  Statistics,  the 
largest  numbers  of  job  displacements  from  1991-93  occurred  among 
managers,  professionals,  and  technical,  sales  and  administrative 
support  workers.   Workers  in  blue -collar  jobs  had  higher 
displacement  rates  than  white-collar  workers.   In  terms  of 
industry  affiliation,  manufacturing  had  the  largest  absolute 
number  of  displacements,  but  displacement  rates  were  relatively 
high  for  wholesale  and  retail  trade  and  finance,  insurance  and 
real  estate . 
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According  to  the  Council  of  Economic  Advisors,  displacement 
rates  for  older,  white-collar  and  better  educated  workers  have 
risen,  and  rates  for  younger,  blue -collar  and  less  educated 
workers  have  fallen. 

Mr.  Stokes:   How  many  dislocated  workers  will  the  FY  1997 
budget  request  allow  you  to  serve?  And  how  does  it  compare  with 
FY  1996  and  FY  1995? 

Mr.  Reich:   636,600  dislocated  workers  are  estimated  to  be 
served  by  the  1997  request.   This  compares  to  an  estimated  639,800 
dislocated  workers  served  in  1995,  and  an  estimated  588,200 
dislocated  workers  served  in  1996. 


OPPORTUNITY  AREAS  FOR  0UT-0F- SCHOOL  YOUTH 

Mr.  Stokes:   With  regard  to  at-risk  youth,  what  major 
features  are  built  into  the  agency's  proposed  Out-of -School 
initiative  to  help  insure  its  effectiveness  and  success? 

Mr.  Reich:   The  goal  of  this  initiative  is  to  raise  the 
employment  rate  of  out-of -school  youth  in  designated  high-poverty 
communities  from  the  current  level  of  less  than  50  percent  to  a 
level  of  60  percent  within  three  years  and  80  percent  within  five 
years.   To  achieve  these  increases  in  employment  levels  will 
require  a  set  of  perhaps  six  or  seven  employment  and  training 
programs  in  each  target  neighborhood.   To  ensure  the  effectiveness 
of  the  initiative,  DOL  will  require  that  the  set  of  programs 
implemented  at  each  site  are  based  on  models  that  have  been  shown 
to  be'effective.   This  will  not  be  a  "let  a  thousand  flowers 
bloom"-  initiative.   Models  that  over  the  years  have  been  operated 
to  serve  disadvantaged  youth  and  young  adults  include  the  CET 
program,  YouthBuild,  youth  conservation  and  service  corps,  and 
alternative  schools. 

The  program  will  also  make  use  of  models  that  have  been 
successful  for  many  years  in  particular  cities- -Boston's  program 
in  which  job  developers  work  with  graduating  high  school  seniors; 
Baltimore's  Futures  Program  in  which  entering  ninth  graders 
receive  three  weeks  of  remediation  prior  to  the  start  of  school  in 
the  fall  and  Baltimore's  CollegeBound  program. 

DOL  will  also  fund  the  sites  competitively,  and  there  will  be 
much  competition  for  $10  to  $20  million  dollar  grants  awarded  to 
only  15  to  20  sites.   DOL  will  provide  sufficient  time  for  sites 
to  prepare  applications,  allowing  sites  to  develop  the 
public/private  partnerships  necessary  for  the  success  of  the 
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project.   A  major  criteria  for  award  will  be  the  extent  of  private 
sector  involvement,  and  this  private  sector  involvement  also  will 
help  ensure  the  success  of  the  project.   Also,  based  on  DOL's 
experience  with  previous  community-centered  initiatives,  we  will 
provide  for  technical  assistance  and  a  six-month  planning  period 
to  give  sites  the  best  chance  of  operating  effective  projects. 
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HEALTH  AND  SAFETY  OF  AMERICA'S  WORKFORCE 

Mr.  Stokes:     In  your  professional  judgement,  what  is  the 
state  of  the  health  and  safety  of  America's  work  force  on  the  job? 
What  is  OSHA's  role  in  helping  to  ensure  their  health  and  safety 
and  that  of  their  employers? 

Mr.  Reich:      American  workers  are  safer  on  the  job  now  than 
when  OSHA  was  created  in  1970.   Since  OSHA's  inception  the 
workplace  fatality  rate  has  declined  by  57  percent.   In  areas 
where  OSHA  has  concentrated  its  enforcement  attention,  such  as 
manufacturing,  construction  and  oil  and  gas  extraction,  injury  and 
illness  rates  have  declined  significantly.   In  industries  that 
received  less  enforcement  attention,  such  as  wholesale  trade, 
retail  trade  and  the  service  industry,  the  rates  went  up. 

At  the  same  time  we  still  have  a  long  way  to  go.   Every  year 
work-related  accidents  and  illnesses  cost  an  estimated  56,000 
lives.   On  an  average  day  18  workers  will  be  killed  in  safety 
accidents  and  an  estimated  137  more  will  die  from  occupational 
disease. 

OSHA's  role,  as  provided  by  the  OSH  Act  of  1970,  is  to 
promulgate  standards  and  conduct  workplace  inspections  to  ensure 
compliance.   In  addition,  under  President  Clinton's  New  OSHA 
initiative,  the  agency  is  emphasizing  the  use  of  cooperative 
partnerships  with  industry  and  labor  where  feasible;  writing  new 
standards  (and  rewriting  old  ones)  in  plain,  common  sense 
language;  and  turning  the  agency's  focus  from  inspections, 
citations  and  penalties  to  the  reduction  of  fatalities,  in:uries 
and  illnesses. 
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MINIMUM  WAGE 

Mr.  Stokes:   In  your  professional  judgement,  are  there  any 
really  sound  arguments  against  raising  the  minimum  wage  --If  so, 
what  are  they,  and  if  not,  what  are  the  major  reasons  for 
increasing  the  minimum  wage? 

Mr.  Reich:   Some  economists  believe  an  increase  in  the 
minimum  wage  raises  employer  costs  and  reduces  employment 
opportunities.  However,  nearly  two  dozen  independent  studies  have 
found  that  the  last  two  increases  in  the  minimum  wage  had  an 
insignificant  effect  on  employment.  Furthermore,  using  an 
extension  of  the  time-series  studies  that  had  previously  been  used 
to  claim  that  raising  the  minimum  wage  decreases  employment,  one 
finds  there  is  no  longer  a  significant  impact.   Nobel  laureate 
economist  Robert  M.  Solow  of  MIT  recently  told  the  New  York  Times: 
The  main  thing  about  [minimum  wage]  research  is  that  the  evidence 
of  job  loss  is  weak.  And  the  fact  that  the  evidence  is  weak 
suggests  that  the  impact  on  jobs  is  small."  Professor  Richard 
Freeman  of  Harvard  has  stated:   "At  the  level  of  the  minimum  wage 
in  the  late  1980 's,  moderate  legislated  increases  did  not  reduce 
employment  and  were,  if  anything,  associated  with  higher 
employment  in  some  locales."  And  lastly,  Kevin  Lang  of  Boston 
University,  in  a  paper  for  the  Employment  Policies  Institute 
Foundation  (a  think-tank  funded  by  the  restaurant  industry  which 
vigorously  opposes  a  minimum  wage  increase)  has  stated:  "...  this 
author  can  find  little  effect  on  employment  levels  from  changes  in 
the  minimum  [wage] . " 

The  reasons  for  increasing  the  minimum  wage  are  compelling: 

The  current  minimum  wage  pays  only  $8,500  a  year  for  a  full- 
time  worker.  This  is  not  a  livable  wage. 

The  real  value  of  the  minimum  wage  is  29  percent  lower  than 
it  was  in  1979.   And,  if  not  increased  this  year,  it  will  be 
worth  less  than  any  time  in  the  last  40  years. 

Contrary  to  popular  opinion,  the  average  worker  affected  by 
an  increase  in  the  minimum  wage  is  not  just  a  teenager 
living  at  home.   Two-thirds  of  minimum  wage  workers  are 
adults  who,  through  their  wages,  contribute  51  percent  of 
their  family's  weekly  earnings. 

The  case  for  raising  the  minimum  wage  to  help  the  Nation's 
struggling,  less-skilled,  low-wage  workers  is  very  strong.   And 
the  current  drive  to  move  people  off  welfare  into  gainful 
employment  makes  the  case  even  more  urgent.  We  need  to  make  work 
pay. 

Mr .  Stokes :   To  what  extent  is  the  increase  in  the  minimum 
wage  linked  to  meaningful  welfare  reform  and  health  care  reform? 

Mr.  Reich:   The  reasons  for  increasing  the  minimum  wage  are 
so  compelling  that  we  need  to  move  forward  now  and  not  wait  for 
legislative  reforms  to  other  programs.  The  real  value  of  the 
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minimum  wage  is  almost  at  a  forty  year  low  --  every  day  without  an 
increase  means  that  low-wage  workers  either  must  continue  to  work 
longer  hours  to  support  their  families  or  they  must  go  without 
some  of  the  basic  necessities. 
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BENEFICIARIES  OF  ECONOMIC  REVITALIZATION 

Mr.  Stokes:    According  to  economists  and  the  Bureau  of  Labor  Statistics,  and  as  you 
stated  in  your  opening  statement,  "unemployment  and  inflation  rates  are  at  their  lowest 
combined  level  in  nearly  three  decades."    You  further  state  that  "unemployment  has  stayed 
under  6  percent  for  18  months.    In  three  years  our  economy  has  created  8.5  million  new  jobs 
and  every  year,  more  and  more  of  them  are  good,  higher  paying  jobs."   My  question  is  — 
what  can  you  tell  us  about  the  profile  of  the  individuals  who  have  been  the  primary 
beneficiaries  of  this  economic  revitalization? 

Secretary  Reich:    A  recent  report  by  the  Council  of  Economic  Advisors  with  the  U.S. 
Department  of  Labor,  Office  of  the  Chief  Economist  has  analyzed  in  part  the  nature  of  the 
growth  of  8.5  million  jobs  in  nonfarm  employment  between  January  1993  and  March  1996. 
Overall  employment  grew  during  this  period  7.8  percent  but  private  sector  payrolls  increased 
even  faster  at  8.7  percent.    Federal  payrolls,  excluding  the  postal  service  declined  by  11.4 
percent  and  state  and  local  government  payrolls  combined  grew  by  only  5.0  percent. 

As  discussed  in  this  report: 

•  Two-thirds  (68  percent)  of  the  net  growth  in  full-time  employment  between  February 
1994  and  February  1996  was  found  in  job  categories  paying  above  median  weekly 
wages  -  $480  in  Feb.  1994  (in  Feb.  1996  dollars). 

•  Over  half  (52  percent)  of  employment  growth  was  found  in  the  top  30  percent  of  job 
categories. 

•  The  number  of  workers  in  the  food  counter,  fountain  and  related  occupations,  and 
kitchen  workers,  food  preparation  and  miscellaneous  food  preparation  occupations 
declined  during  this  period  of  time. 

Using  data  from  the  Bureau  of  Labor  Statistics,  Current  Population  Survey,  we  find  that 
77.4%  of  new  jobs  since  January  1994  have  been  in  managerial  and  professional  occupations. 
(Data  before  1994  are  not  strictly  comparable). 

According  to  the  Current  Population  Survey,  38  percent  of  the  net  employment  growth 
between  February  1994  and  February  1996  occurred  in  the  "Service"  industries.   But  again, 
most  of  this  net  new  job  growth  occurred  in  executive,  management  and  professional  specialty 
occupations  which  tend  to  pay  well  above  the  median  weekly  wage  in  1994  of  $480  (in 
February  1996  dollars). 

As  we  look  into  the  future,  BLS  reported  in  December  1995,  in  its  projection  for  the 
American  workforce  from  1994  to  2005,  that  new  jobs  that  require  associates  degree  or  more 
of  education  are  projected  to  grow  more  quickly  than  those  that  have  lower  training  or 
educational  requirements. 
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Mr.  Stokes:      On  a  broader  level,  what  was  the  impact  of  the  series  of  continuing 
resolutions  on  the  people  served  by  the  programs  under  the  Department's  purview? 

Ms.  Metzler:    The  series  of  continuing  resolutions  and  associated  shutdowns  posed 
some  very  serious  management  problems  for  the  Department.    During  the  first  shutdown,  the 
following  examples  of  impacts  were  written  (November  10,  1996). 


EMPLOYMENT  AND  TRAINING  ADMINISTRATION 

UNEMPLOYMENT  INSURANCE 

The  report  of  initial  claims  for  unemployment  insurance,  usually  published  each 
Thursday  will  not  be  published.    These  numbers  are  a  part  of  the  leading  economic 
indicators  used  by  economists,  and  financial  markets,  and  others  as  one  indicator  of  the 
economy's  status,  and  they  will  not  be  available  to  the  public. 

USES  Labor  Certification  Programs 

H- 1 B  Temporary  Foreign  Labor  Certification  Program 

o        H-1B  provides  certification  for  temporary  immigration  of  foreign  professional  workers. 
The  U.S.  computer  industry  is  one  of  the  primary  users  of  the  H-1B  program. 

o        Legislation  requires  H- 1 B  applications  to  be  approved  within  7  workdays  of  receipt 
unless  the  application  is  incomplete  or  contains  obvious  errors.    ETA  is  now  receiving 
about  12,000  H-1B  applications  per  month,  nationwide. 

o        Because  of  the  shutdown,  H-1B  applications  are  not  being  logged-in  or  certified. 
Because  the  INS  will  not  issue  a  petition  to  enable  H- 1 B  temporary  immigrants  to 
enter  the  U.S.  without  a  certification,  the  shutdown  will  shortly  suspend  the  H-1B 
program. 

H-2A  Temporary  Agricultural  Workers 

o        H-2A  provides  labor  certification  for  the  temporary  immigration  of  foreign  agricultural 
workers.    DOL  is  required  to  issue  a  notice  of  initial  acceptance  or  denial  of  a  H-2A 
application  within  7  workdays  of  receipt. 

o        Because  of  the  shutdown,  no  H-2A  applications  are  being  logged-in.  and  no  initial 
acceptances  are  being  issued. 

School  To  Work 
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►  Bidders  Conferences  are  being  canceled  -  cost  to  ETA,  $25,000 
BAT 

►•        Many  calls  from  employers,  apprentices,  etc.    Examples: 

*  Large  employer  in  Harrisburg  PA  Corning  wants  to  enroll  20  new 
apprentices  and  cannot  receive  technical  assistance. 

*  Wife  of  a  Tool  &  Die  Maker  apprentice  in  Ohio  called  about  the 
economic  impact  of  the  shutdown  on  her  husband,  the  apprentice, 
and  her  family.  The  employer  will  not  promote  the  apprentice  to 
Journeyperson  status  because  our  work  is  not  complete. 

TITLE  III  DISLOCATED  WORKER  GRANTS 

►  There  are  1 5  national  reserve  account  discretionary  grant  applications 
in  house  requesting  more  than  $87.9  million  to  serve  more  than  20,000 
individuals  who  have  been  dislocated  or  will  be  dislocated.    Reasons 
for  dislocations  include:  defense-downsizing,  compliance  with  the 
Clean  Air  amendments,  and  other  mass  layoffs  and  plant  closures. 

ALIEN  LABOR  CERTIFICATION 

►•        Hundreds  of  applications  needed  businesses  continue  to  arrive  in  our 
regional  offices. 

CUSTOMER  SERVICE 

*  We  are  unable  to  provide  assistance  to  workers,  employers,  State 
officials,  and  others  inquiring  into  TAA,  and  NAFTA-TAA  issues.    This 
is  important  information  for  workers  since  it  affects  their 
reemployment  decisions  and  is  needed  on  a  timely  basis.    Workers  who 
have  reached  out  for  such  help  may  just  give  up  after  not  being  able  to 
get  the  information  needed,  which  could  impact  their  future 
employability. 

*  States  and  workers  who  have  requested  Title  III  Discretionary  funds  for 
disaster  related  clean-up  assistance  and  defense  related  layoffs  will 
have  to  wait.    In  one  case  (Florida)  up  to  800  current  participants  will 
have  to  be  terminated  if  we  cannot  process  the  request  by  Nov  24. 

*  Calls  from  apprentices  and  employers  regarding  Davis-Bacon  and 
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workplace  safety  questions  are  not  being  answered. 

*  Time-sensitive  FOIA  requests  cannot  be  answered. 

*  Our  inability  to  continue  certifying  apprentices  will  impact  on  the 
ability  of  the  workers  to  secure  higher  skills  and  higher  wages 
(average  is  500  per  week).    We  will  have  damaged  the  trust  we  have  built 
with  our  apprentices  and  those  employers  we  have  been  recruiting. 

PENSION  AND  WELFARE  BENEFITS  ADMINISTRATION 

In  spite  of  the  shutdown,  PWBA  has  been  able  to  provide  some  limited,  immediate 
assistance  as  shown  below.    We  assume  that  there  are  many  other  similar  situations  for 
which  we  cannot  provide  help. 

Pat  S.  from  Denver  called  requesting  assistance  in  getting  her  asthma 
prescriptions  filled  pursuant  to  COBRA  coverage  from  an  out  of  business 
employer.    PWBA  contacted  her  Union,  which  had  denied  the  claims,  and 
reminded  them  the  COBRA  policy  is  a  stand-alone  agreement  that  needed  to  be 
honored  as  long  as  the  participant  was  eligible  and  the  premium  was  paid.    The 
Union  promised  to  review  the  claim  denial  in  view  of  our  intervention. 

Deborah  R.  called  seeking  help  evaluating  her  layoff  options  as  they  related  to 
Plan  vesting  at  a  major  Minneapolis  Bank.    Deborah  was  faced  with  a  9:00  am 
deadline  that  day  in  responding  to  her  employers  counter  offer  in  this  layoff 
situation.    PWBA  helped  Deborah  obtain  a  copy  of  the  Plan  Document  and 
then  assisted  her  in  understanding  the  vesting  provisions  of  the  Plan  as  they 
related  to  her  decision. 

Approximately  one  hundred  inquiries  have  been  received  since  the  shutdown  in 
our  San  Francisco  and  Seattle  offices  from  participants  and  beneficiaries 
of  the  Boeing  Corporation  regarding  their  continuation  of  health  care  in  light  of 
an  ongoing  strike.    30.000  Boeing  employees  are  currently  engaged  in  a  stnke 
against  the  company  and  they  may  have  been  improperly  denied  continuing 
health  care  coverage  under  the  COBRA  provisions  of  ERISA. 

Participant  Assistance: 

There  are  close  to  50  million  pension  and  welfare  benefit  participants  and  beneficiaries 
covered  by  ERISA.    The  Pension  and  Welfare  Benefits  Administration  serves  as  their 
only  source  of  assistance. 
PWBA  responds  to  over  125,000  written  and  telephone  inquiries  each  year  -  or  over 


93 


2500  per  week.     These  inquiries  involve  complaints  from  individuals  whose  economic 
and/or  physical  well-being  is  threatened.    In  some  cases  their  insurance  has  been 
cancelled  and  they  face  serious  medical  problems  or  their  pension  benefits  which  their 
livelihood  depends  on  may  not  be  available. 

ERISA  is  very  complex  piece  of  legislation.    Individuals  need  help  understanding  the 
law.    Without  our  assistance  many  individuals  would  not  be  able  to  apply  for  their 
benefits  for  which  they  are  entitled,  thus  depriving  them  of  needed  health  benefits  or 
retirement  income. 

A  few  examples  of  emergency  calls  we  have  taken  in  the  past  include: 

A  woman,  needing  a  liver  transplant  within  a  24  hour  period,  was  without 
health  coverage.    After  a  frantic  call  from  one  of  her  children,    PWBA 
intervened.  It  was  determined  that  she  was  eligible  for  COBRA  coverage.   She 
was  enrolled  by  her  employer  under  COBRA  and  she  had  the  life-saving 
transplant. 

A  woman  needing  surgery  for  breast  cancer  was  denied  coverage  because  she 
was  a  new  employee.    After  we  intervened  it  was  determined  that  her  eligioility 
date  had  been  met  and  her  surgery  costs  were  covered. 

Premature  twins  were  denied  coverage  because  their  mother  did  not  have 
family  coverage  at  the  time.  After  our  intervention  it  was  determined  that  she 
was  eligible  for  family  coverage  which  she  selected.    Medical  costs  totaled 
close  to  a  million  dollars. 

Many  pension  distributions  are  inappropriately  withheld  until  PWBA 
intervenes.    Monetary  recoveries  are  often  obtained  on  oehalf  of  pensioners  by 
this  office.    Last  year  over  $6.2  million  was  recovered  in  response  to 
participant  inquiries. 

On  the  first  day  of  the  shutdown  we  received  the  following  emergency  calls: 

One  call  involved  a  woman  whose  COBRA  insurance  had  been  cancelled.    She 
was  facing  a  hysterectomy.    Staff  contacted  the  employer  who  reinstated  the 
participant. 

A  second  call  involved  a  woman  who  was  scheduled  for  breast  surgery  who 
learned  that  her  insurance  had  been  cancelled.    Her  employer  had  not  submitted 
her  premiums  to  the  insurance  company.    This  case  has  been  referred  to  an 
investigator,  however,  no  action  can  be  taken  during  the  shutdown. 

A  third  call  was  received  from  a  women  seeking  help  evaluating  her  layoff 


94 


options  as  they  related  to  plan  vesting  at  a  major  bank.    She  was  faced  with  a 
9:00  am  deadline  in  responding  to  her  employer"  s  counter  offer  in  this  layoff 
situation.    PWBA  helped  her  obtain  a  copy  of  the  plan  document  and  then 
assisted  her  in  understanding  the  vesting  provisions  of  the  plan  as  they  related 
to  her  decision. 

In  addition  approximately  one  hundred  inquiries  have  been  received  since  the 
shutdown  in  our  San  Francisco  and  Seattle  offices  from  participants  and 
beneficiaries  of  the  Boeing  Corporation  regarding  their  continuation  of  health 
care  in  light  of  an  ongoing  strike.    30,000  Boeing  employees  are  currently 
engaged  in  a  strike  against  the  company  and  they  may  have  been  improperly 
denied  continuing  health  care  coverage  under  the  COBRA  provisions  of 
ERISA. 

Among  the  hundreds  of  letters  received  today  was  one  from  a  67  year  old  widow  who 
was  informed  by  her  late  husband's  plan  that  her  benefits  are  terminating.    She  wrote, 
"I  need  this  pension  to  live  in  my  house  and  to  make  mortgage  payments".    This 
complaint  will  not  be  pursued  during  the  shutdown. 


EMPLOYMENT  STANDARDS  ADMINISTRATION 


WAGE  HOUR 
EACH  DAY: 

150  individuals  will  unsuccessfully  attempt  to  contact  us  to  register  a  complaint 
alleging  violations  of  the  laws  we  enforce.    Some  of  these  folks  will  try  again  later, 
but  many  will  not  and  therefore  suffer  the  loss  of  their  legal  rights  in  the  workplace. 
In  addition,  several  thousand  telephone  calls  requesting  information  or  seeking  the 
appropriate  government  agency  for  assistance  will  go  unanswered. 

195  enforcement  cases  will  not  be  completed  --  including  55  directed  investigation 
cases,  of  which  27  are  in  targeted  low-wage  industries  --  building  backlogs  and 
resulting  in  delays  in  obtaining  appropriate  remedies  for  affected  workers.    In  some  of 
these  cases,  the  running  of  the  statute  of  limitations  may  deprive  workers  of  some  or 
all  of  their  wage  entitlement. 

970  workers  will  not  receive  more  than  $542,000  in  back  wages  to  which  they  are 
legally  entitled. 

A  distraught  employee  is  seeking  her  overdue  pay  (15  days)  from  a  national  chain  (as 
yet  unidentified)  that  is  not  responsive  to  her  inquiries.  Hundreds  of  other  workers  at 
the  chain  are  also  affected. 
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An  agricultural  strike  force  which  would  have  taken  place  this  week  in  Northern 
Maine  involving  broccoli  has  had  to  be  canceled.  The  season  typically  ends  in  mid- 
November. 

Forty  "hot  goods"  actions  arising  out  of  a  garment  strike  force  in  the  New  York  region 
are  not  being  processed  as  a  result  of  this  shutdown.    These  actions  are  time  sensitive. 
Furloughed  Wage  and  Hour  investigators  cannot  negotiate  with  manufacturers  about 
the  shipment  of  these  goods.  In  addition,  back  wage  payments  in  the  amount  of 
$  1 90,000  to  450  workers  cannot  be  made  at  this  time. 

The  NY  region  reports  that,  during  the  shutdown,  it  is  receiving  between  65  to  75 
Family  and  Medical  Leave  Act  calls  per  day.    These  calls  often  involve  the  refusal  to 
grant  family  or  medical  leave  in  emergency  situations,  failure  to  reinstate  jobs  to 
workers  and  other  situations  that  require  immediate  attention.    The  shutdown  presents 
a  severe  hardship  to  these  workers  because  of  our  inability  to  service  their  complaints. 

Of  the  many  callers  that  Wage  and  Hour  has  turned  away,  one  involved  an  individual 
in  tears  because  he  was  expecting  his  back  wage  check  this  week  and  needed  the 
money  to  take  care  of  household  expenses. 

Our  Atlanta  Region,  which  houses  Wage  and  Hour's  largest  farm  labor  contractor 
registration  operation,  reports  that  for  every  600  farm  labor  contractors  they  do  not 
register  this  month,  the  transportation  safety  and  housing  standards  of  16,000  farm 
workers  may  be  impacted. 

The  Atlanta  Region  also  reports  that  the  livelihood  of  farm  labor  contractors  who 
cannot  receive  authorization  to  operate  during  the  shutdown  are  impacted.    Because  of 
the  very  short  harvest  seasons  in  agriculture,  it  is  essential  that  they  received  their 
authorizations  in  time  to  perform  the  available  work. 

The  Department's  inability  to  conduct  wage  surveys  could  cause  certain  state-level 
contract  bidding  (involving  Federal  funds)  and  issuance  to  shut  down. 

The  Dallas  Region  is  unable  to  carry  out  its  chile  pepper  strike  force  this  week  in 
Eastern  New  Mexico.    The  New  Mexico  chile  harvest  is  known  for  its  serious  labor 
problems  (transportation  safety,  child  labor  and  minimum  wage  violations,  unregistered 
farm  labor  contractors,  and  the  lack  of  field  sanitation  for  workers). 


WORKERS  COMPENSATION 

Longshore: 

Longshore  is  minimally  staffed  to  handled  medical  emergencies  under  the  Special 
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Fund  only,  since  its  work  overseeing  non-Special    Fund  cases  relates  to  the  review  and 
conferences  regarding  the  adequacy  of  payments  and  settlements. 

Informal  Conferences  where  settlements  are  approved  are  not  being  held  affecting  one 
male  Section  8(i)  claimant  whose  wife  just  gave  birth  and  is  out  of  work.  The  13,000 
dollar  settlement  is  needed  to  help  them  save  their  home. 

A  $68,000  ALJ  order  will  not  be  enforced,  even  though  claimant  has  been  without  any 
income  for  nine  months  and  is  in  desperate  need. 

NOTE:  Employee  stories: 

A  Long  Shore  claims  examiner  wrote  to  me  at  the  end  of  her  report:    "  It  is  very 
difficult  for  me  to  have  to  tell  these  people  that  I  can't  do  anything  to  help  them.  It 
makes  me  hurt." 

LONGSHORE  PROGRAM 

Approximately  150  Informal  Conferences/wk  will  not  be  held  preventing  resolution  of 
acute  issues  involving  benefit  payments  or  medical  services  leaving  claimants  without 
income  and/or  medical  treatment. 

Approximately  260  Emergency  medical  requests/wk  will  remain  unattended. 

In  addition,  approximately  260  lump  sum  section  8(i)settlement  applications  will  not 
be  reviewed  for  adequacy  by  our  office  and  thus  become  final  based  on  the  automatic 
statutory  provision.    This  will  result  in  an   inequitable  final  settlement  or  a  delay  in 
payment  to  the  injured  worker. 

BLACK  LUNG  PROGRAM 

68,000  disabled  miners,  widows  and  other  dependent  and   survivors  will  not  receive 
disability  benefits  on  December  15,  1995  unless  a  continuing  resolution/appropriation 
is  approved  prior  to  December  11,  1995. 

Approximately  7,000  cases  will  remain  unresolved  as  new  claims  or  claims  in  the 
appellate  process.  Each  week  will  augment  this  figure  by  150. 


OFFICE  OF  FEDERAL  CONTRACT  COMPLIANCE  PROGRAMS 

More  than  8  conciliation  conferences  were  canceled  that  have  the  potential  to  affect 
more  than  700  victims  of  discrimination  throughout  the  United  States.    The  total  effect 
of  these  postponements  is  that  more  than  $7,000,000   dollars  will  not  be  provided  to 
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applicants  and  employees  of  federal  contractors.    Moreover,  contractors  may  be  less 
inclined  to  informally  resolve  these  cases  because  of  reduced  fiscal  capacity  and  loss 
of  confidence  m  the  ability  of  the  Government  to  proceed  with  its  enforcement 
procedures. 

The  Office  of  Federal  Contract  Compliance  Programs  canceled  or  will  reschedule  more 
than  85  compliance  reviews.    The  impact  to  corporate  personnel  has  resulted  in  more 
than  a  $136,000  loss  in  direct  costs  associated  with  contractor  employee's  salaries  and 
travel. 

Contractors  have  lost  more  than  $  1 12,000  associated  with  the  rescheduling  of 
conferences  and  meetings  where  OFCCP  was  a  featured  speaker  or  key  participant 
Moreover,  the  failure  of  OFCCP  to  attend  such  meetings  will  result  in  the 
postponement  and  rescheduling  of  events.    This  can  result  in  increased  travel  costs  to 
the  tune  of  more  than  30%. 

Contractors  have  complained  that  they  are  experiencing  high  costs  for  outside  vendors 
because  of  the  suspension  of  compliance  review  activity. 

Persons  seeking  to  file  complaints  of  discrimination  have  telephoned  the  regional 
office  and  are  irate  that  they  cannot  receive  assistance;  other  members  of  the  public 
have  telephoned  and  seemed  "upset"  that  they  could  notbe  helped. 

Meetings  that  have  been  scheduled  with  federal  contractors  in  order  to  finish 
compliance  reviews  or  resolve  complaints  have  had  to  be  cancelled,  and  some  of  the 
meetings  involved  the  expenditure  of  funds  for  travel  by  the  contractors  to  the  meeting 
sites.  6 

In  Region  III,  the  regional  office  is  awaiting  the  resolution  of  a  glass  ceiling  case  with 
potentially  the  second  highest  settlement  in  several  years,  but  themeeting  had  to  be 
postponed. 

In  Region  X,  Microsoft  is  preparing  a  presentation  on  its  expanded  equal  employment 
opportunity  and  recruitment  plan  and  this  may  have  to  be  rescheduled  because  of  the 
shut  down. 

One  private  company,  the  Computer  Science  Corp.  in  Region  III,  had  to  lay  off  200 
individuals  because  of  the  shut  down  of  the  federal  government.   This  suggests  the 
probable  effects  on  the  private  sector  of  this  impasse. 

meetings  will  be  cancelled,  complaint  investigations  and  compliance  reviews  will  have 
to  be  rescheduled,  and  responses  to  congressional  inquiries  regarding  constituent 
concerns  about  employment  discrimination  will  be  delayed.    In  the  longer  term,  two 
weeks  or  more,  there  will  be  a  serious  concern  about  the  impact  of  the  shut  down  on 
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the  lives  of  the  26  million  women,  minorities,  the  disabled  and  veterans  whom  OFCCP 
was  established  to  protect.    The  program  continues  to  uncover  and  resolve 
discrimination  cases  in  nearly  every  industry  and  geographic  area  it  reaches;  from  the 
entry  level  to  the  executive  suite.   Not  only  is  there  subtle  discrimination,  but  we  are 
continuing  to  find  egregious  cases  (e.g.,  the  recent  case  of  two  African  American  white 
collar  workers  forced  to  clean  toilets  in  a  North  Carolina  company  servicing  NASA). 
These  cases  (which  were  most  often  discovered  during  a  compliance  review)  may 
never  have  been  found  and  resolved  if  not  for  the  work  of  the  OFCCP. 

OFCCP  will  not  be  able  to  provide  technical  assistance  to  contractors  who  want  to 
comply  with  the  equal  employment  opportunity  laws,  or  to  complete  its  efforts  to 
streamline  burdensome  regulations  and  paperwork. 

OFCCP's  efforts  to  provide  more  and  better  customer  service  through  the  recent 
establishment  of  an  Ombudsperson  will  be  abruptly  curtailed  during  this  cessation  of 
operations. 


OCCUPATIONAL  SAFETY  AND  HEALTH  ADMINISTRATION 

The  Erie  Area  Office  is  currently  conducting  a  fatality  investigation  at  a  Penzoil  oil 
refinery  in  Oil  City,  PA.    Because  of  the  shutdown,  the  office  is  unable  to  expand  the 
investigation  to  include  an  evaluation  of  the  facility's  compliance  with  the  Process 
Safety  Management  Standard. 

The  Atlanta  East  Area  Office  is  unable  to  investigate  an  accident  at  a  construction  site 
in  Conyers,  GA,  in  which  an  employee  fell  from  a  12  feet  high  scaffold  to  a  concrete 
floor  suffering  serious  head  injuries.    The  employee  is  in  critical  condition. 

The  Atlanta  East  Area  Office  has  received  a  complaint  from  workers  in  a  poultry 
hatchery  where  several  employees  have  developed  skin  lesions  and  blisters  from 
exposure  to  chemicals  used  to  disinfect  chicken  houses.    An  investigation  is  on  hold. 

The  Jacksonville,  FL,  Area  Office  has  been  notified  of  an  accident  in  which  a  truck 
driver  was  run  over  in  the  loading  dock  area  of  a  plant.  The  employee  is  in  critical 
and  unstable  condition.    An  investigation  is  on  hold. 

The  Chicago  North  Area  Office  received  notification  on  November  13  that  a  worker  at 
Webb  Tool  &  Manufacturing  in  Elk  Grove  Village,  IL,  had  suffered  an  amputation 
while  working  at  a  power  press  on  November  9.    An  investigation  had  been  planned, 
but  is  now  on  hold. 

The  Chicago  North  Area  Office  received  notification  on  November  9,  of  unprotected 
floor  openings  and  uncovered  excavation  openings  at  a  single  family  subdivision 
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development  in  Palatine,  IL.  An  investigation  is  pending. 

The  Chicago  North  Area  Office  has  received  notification  of  3  story  open-sided  floors, 
unprotected  window  openings,  ungrounded  power  tools,  and  uncovered  excavation 
openings  at  a  townhouse  development  in  Chicago,  IL.  An  investigation  is  pending. 

The  Chicago  North  Area  Office  has  received  two  separate  complaints  from  employees 
of  car  rental  companies  regarding  illness  due  to  carbon  monoxide  exposure.  Action  is 
pending. 

The  Chicago  North  Area  Office  received  notification  on  November  1 3  of  a  trench 
allegedly  measuring  7  feet  deep  with  no  cave-in  protection  in  Round  Lake,  IL.    An 
investigation  is  planned.    However,  confusion  over  the  government  funding  issues 
delayed  the  response  by  3  days. 

The  Toledo  Area  Office  is  unable  to  respond  to  complaints  of  employees  becoming  ill 
from  dust  and  paint  vapors  during  sanding  and  painting  operations  at  a  plant  in 
Northwood,  Ohio. 

A  serious  accident  has  not  been  investigated  at  a  quarry  in  Marblehead,  Ohio.    An 
employee  suffered  serious  injuries  when  he   was  crushed  between  a  conveyor  belt  and 
a  break  pulley. 

The  Toledo  Area  Office  cannot  respond  to  a  referral  of  a  construction  renovation 
project  in  Tiffin,  Ohio  where  employees   are  working  on  scaffolds  without  fall 
protection  25  feet  above  the  ground. 

The  Peoria,  IL  Area  Office  was  denied  entry  to  conduct  a  complaint  inspection  at 
Walker  Wire.    The  complaint  alleges  exposure  to  air  contaminants,  machine  guarding, 
electrical  hazards,  fall  hazards,  lack  of  emergency  procedures,  no  preventive 
maintenance  on  cranes  and  hoists.    The  process  to  obtain  an  inspection  warrant  is  now 
on  hold. 


The  following  job  safety  and  health  problems  will  occur: 
Number  of  cases  with  citations  pending:    1 12 
Number  of  complaints  received,  but  not  acted  upon:    176 
Investigations  suspended:    12 
Number  of  call  received,  but  business  of  caller  unknown:    124 
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Number  of  programmed  inspections  put  on  hold:    1 1 
Number  of  meetings  with  employer  associations  cancelled:    10 
Number  of  calls  received  related  to  whistleblower  protection:    2 
Number  of  cases  where  unable  to  verify  hazard  abatement:    93 

MINE  SAFETY  AND  HEALTH  ADMINISTRATION 

Complete  regular  inspections  of  mines  have  ceased.    Instead,  inspectors  are  targeting 
special  hazards,  such  as  explosive  methane  gas  and  the  safe  operation  of  surface 
haulage  equipment.    Haulage  accidents  is  a  leading  cause  of  death  at  mines. 

Education  and  training  activities,  which  are  key  to  accident  prevention  efforts,  have 
ceased. 

The  National  Mine  Health  and  Safety  Academy,  in  Beckley,  West  Virginia,  which 
trains  more  than  5,000  people  a  year,  is  closed.    All  training  of  mine  inspectors  has 
ceased.    MSHA  facilities  in  Triadelphia,  West  Virginia,  Bruceton,  Pennsylvania  and 
Denver,  Colorado  all  have  been  closed. 

Processing  of  accident  and  injury  data,  used  to  identify  trends  and  develop  prevention 
strategies,  has  ceased.    In  1994,  there  were  20,746  injuries  in  the  mining  industry. 

Compliance  assistance  visits  requested  by  mine  operators  have  been  suspended.    These 
visits,  which  advise  mine  operators  how  to  comply  with  mine  safety  regulations,  have 
ceased  and  requests  are  going  unanswered.    Last  year  the  agency  conducted  355 
compliance  assistance  visits. 

The  approval  process  for  the  introduction  of  safer,  more  productive  equipment  in 
mines  has  ceased.     MSHA  has  pending  more  than  170  safety  evaluations  on  mining 
equipment,  instruments  and  other  devices.    Annually,  more  than  1,600  such  evaluations 
are  conducted. 

Respirable  dust  samples  intended  to  help  prevent  "black  lung"  disease  and  silicosis  are 
being  collected  -  but  analysis  of  them  has  ceased.    On  average  more  than  2,000 
samples  per  day  are  sent  to  MSHA  by  mine  operators. 

Investigation  of  discrimination  against  miners  who  complain  about  unsafe  working 
conditions  has  ceased.     MSHA  investigates  more  than  1 50  discrimination  complaints 
each  year.     Three  such  complaints  have  reached  the  agency  since  the  shutdown  began. 
No  action  can  be  taken  to  investigate.  One  case  involves  a  coal  miner  who  was  fired 
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allegedly  because  he  refused  to  operate  a  large  haulage  truck  which  he  believed  had 
faulty  brakes. 

Investigations  of  flagrant,  knowing  or  willful  violations  of  mine  safety  and  health 
standards  have  ceased.    Approximately  450  such  investigations  are  opened  every  year. 

All  funding  to  States  which  receive  MSHA  grant  money  to  conduct  health  and  safety 
training  has  been  cut  off.     Most  States  receive  MSHA  state  grant  money. 

Mail  for  numerous  MSHA  offices  is  not  being  received.    In  Denver,  e.g.,  the  mail  is 
being  sent,  as  usual,  to  the  Denver  Federal  Center  for  sorting  but  all  mailroom 
employees  are  furloughed.    MSHA  mail  which  can  include  coal  mine  ventilation  and 
roof  control  plans,  written  safety  complaints  from  miners,  and  mine  emergency 
evacuation  plans  submitted  by  mine  operators  for  safety  approval  are  buried  in  a  pile 
of  other  federal  mail. 

Mine  operator  requests  for  site-specific  variances  from  mandatory  standards  can  not  be 
processed. 


BUREAU  OF  LABOR  STATISTICS 

BLS  staff  field  approximately  4,000  telephone  calls  per  day  from  members  of  the 
public.   These  calls  cover  a  wide  range  of  subjects.    Individuals  involved  in  contract 
negotiations  may  call  for  CPI  or  PPI  data,  for  use  in  writing  or  implementing  contract 
escalation  clauses.    Representatives  of  firms  making  decisions  about  where  to  locate 
new  plants  may  ask  for  wage  rates  in  different  localities  or  on  hourly  compensation 
costs  in  different  countries.    Federal  Reserve  Board  staff  charged  with  briefing 
members  of  the  Board  of  Governors  as  they  prepare  to  vote  on  monetary  policy 
decisions  may  call  for  employment  data,  CPI  data,  PPI  data  or  other  information. 
None  of  these  calls  will  be  answered  during  the  shutdown. 

One  of  the  Bureau's  most  important  surveys  is  the  Current  Population  Survey  (CPS) 
which  is  the  source  of  the  Nation's  monthly  unemployment  figures.    If  the  shutdown 
extends  beyond  Friday,  November  1 7,  scheduled  collection  of  data  for  the  November 
CPS  will  be  disrupted.    At  a  minimum,  it  would  be  necessary  to  push  the  survey 
reference  period  back  by  a  week  —  a  potentially  significant  problem  for  the 
interpretation  of  the  data  —  and  to  delay  the  release  of  the  November  data  by  a  week. 
Because  the  resulting  survey  reference  period  would  be  Thanksgiving  week,  further 
assessment  may  lead  to  a  decision  not  to  collect  the  data.    If  the  shutdown  extends 
much  beyond  November  24,  it  will  not  be  possible  to  collect  November  CPS  data. 

Another  of  the  Bureau's  important  products  is  the  monthly  CPI.    Collection  of  the 
information  necessary  to  produce  the  CPI  occurs  throughout  the  month.    Field 
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economists  visit  retail  outlets  across  the  country  to  check  on  the  prices  of  items 
included  in  the  CPI  market  basket.    Once  the  time  for  data  collection  has  passed,  it  is 
not  possible  to  retrieve  the  information.    If  the  shutdown  extends  beyond  a  few  days, 
the  quality  of  the  November  CPI  will  be  compromised.    If  it  extends  through 
Thanksgiving,  it  may  not  be  possible  to  produce  the  November  CPI  at  all. 

An  extended  shutdown  will  delay  production  of  all  of  the  other  monthly  Major 
Economic  Indicators  for  which  the  Bureau  is  responsible.    These  include  the  monthly 
payroll  jobs  count,  the  monthly  PPI,  and  the  monthly  import  and  export  price  indexes. 

The  monthly  economic  statistics  produced  by  the  BLS  are  among  the  most  critical  for 
monetary  policy  made  by  the  Federal  Reserve  Board  and  for  individual  financial 
institutions,  borrowers  and  investors.    The  absence  of  this  information  potentially  could 
create  a  degree  of  short  term  paralysis  in  the  decision  making  that  could  have  long 
term  effects  on  the  Nation's  economic  well-being.    In  the  absence  of  information,  for 
example,  companies  could  delay  investment  or  hiring  decisions,  causing  a  decline  in 
output  and  national  income. 


VETS 

Servicemembers,  reservists  and  Guardsmen  and  women  who  suffer  harm  due  to  their 
military  service,  including  lost  wages  and  terminations,  must  wait  until  the  shut-down 
is  resolved  to  obtain  relief. 

Veterans  or  their  wives  and  children  who  are  denied  proper  pensions  or  other  benefits 
that  credit  military  service  will  not  get  information  that  enables  them  to  contest 
reduced  benefits  or  pensions. 

The  majority  of  States  will  layoff  DVOP  and  LVER  staff  until  Federal  funds  are 
available.    Only  a  few  States  which  use  state  revenues  to  supplement  Federal  funding 
of  Disabled  Veterans'  Outreach  Program  (DVOP)  and  Local  Veterans'  Employment 
Representative  (LVER)  staff  will  continue  to  provide  priority  services  to  veterans. 

Assistance  provided  to  special  disabled  veterans  regarding  veterans'  benefits, 
employment  counseling,  vocational  guidance,  referrals  to  training  or  jobs  ceases  with 
the  layoff  of  DVOP  and  LVER  staff. 

Transition  assistance  for  servicemembers  and  their  spouses  will  only  be  conducted 
until  this  Friday  (after  that  FY  1995  funds  will  have  been  exhausted). 

Each  Day: 

5,800  veterans  will  not  get  priority  services,  priority  referral  to  jobs,   and  help  in 
getting  jobs  from  the  Job  Service.    Of  these,  450  are  disabled  veterans. 
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1,400  veterans  will  be  without  the  jobs  that  they  would  have  been  helped  into  by  the 
Job  Service's  veterans-funded  staff. 

Twelve  veterans,  or  service  members  will  call  the  Veterans'  Employment  and  Training 
Service  each  day  for  assistance  under  existing  Veterans'  Reemployment  Rights  law. 
The  calls  range  from  getting  credit  for  their  military  service  in  pensions,  to  termination 
from  their  job  for  time  spent  on  active  duty.    There  won't  be  anyone  to  answer  their 
call  for  help. 


OFFICE  OF  THE  INSPECTOR  GENERAL 

Received  calls  from  a  Congressional  staff  member  asking  that  the  OIG  conduct  certain 
audit  activities,  and  we  have  explained  that  we  cannot  conduct  such  activities  during 
the  shutdown. 

WOMENS  BUREAU 

For  every  week  of  the  shutdown,  300  requests  for  assistance  will  go  unanswered. 

For  every  week  of  the  shutdown,  $7  million  to  $10  million  in  pledges  to  the  Working 
Women  Count  Honor  Roll  Program,  resulting  in  the  loss  of  development  of  key 
support  projects  such  as  the  establishment  of  new  child  care  centers;  provision  of  paid 
leave  for  family  responsibilities;  investment  of  new  training  funds,  etc. 

This  week  alone,  we  have  had  to  cancel  work  which  would  have  resulted  in  30  pledges 
in  Seattle,  20  pledges  in  Spokane,  and  30  pledges  in  Baltimore. 

OFFICE  OF  LABOR-MANAGEMENT  STANDARDS 

OLMS  will  not  conduct  audits  to  protect  labor  organization  assets  nor  will  it  be  able  to 
receive  complaints  within  statutory  time  periods  and  thus  cannot  conduct  investigations 
of  union  elections  of  Officers  to  promote  democracy  within  unions. 


Investigation  of  union  officer  election  complaints  and  the  supervision  of  remedial  elections  to 
ensure  fair,  democratic  officer  elections  for  tens  of  thousands  of  union  members. 

FY96  Est.         average  one 
wk.  shortfall* 

Election  Inv.  180  4.2 

remedial  elec.  45  1.1 
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Protecting  labor  union' assets  and  receipts  by  investigation,  as  warranted,  union  embezzlements 
and  other  criminal  violations. 

embezzlement  340  8.1 

Protect  labor  organization  funds  by  detecting  and  preventing  financial  crimes  and  other 
statutory  violations. 

compliance  audits  780  18.6 

International  union 

compliance  audits  7  ** 

financial  report 

audits  1,763  42.0 

Receipt  and  disclosure  of  labor  union  annual  financial  report. 
Disclosure  serves  as  a  deterrent  and  achieves  voluntary  compliance. 

Reports  processed      45,000  1,071 

Reports  disclosed      48,500  1.155 

*  Based  upon  an  average  of  42  weeks  spent  solely  on  investigation  work,  exclusive  of  leave, 
training,  holidays,  union  management  time  and  other  time. 

** These  are  time  consuming  and  take  several  weeks  to  complete  depending  upon  complexity. 
In  addition  to  disclosing  violations,  they  serve  as  a  deterrent  to  the  misuse  of  $357,443,489  in 
union  assets  and  $454,258,337  in  receipts  of  National  and  International  unions. 

OLMS  cannot  act  upon  pending  1 3(c)  referrals  from  the  Federal  Transit 
Administration.    This  will  result  in  lengthy  delays  in  grants  being  forwarded  to  State 
and  Local  entities  and  timely  certifications  of  protections  for  affected  employees  will 
be  severely  impacted.    Section  5333(b)  of  the  Federal  Transit  Law  requires  that  certain 
protective  arrangements  for  employees  be  in  place  as  a  condition  of  Federal  financial 
assistance  for  transit  projects  being  provided  to  State  and  Local  government  agencies. 
Grant  money  to  these  government  agencies  by  the  Federal  Transit 
Admirristration(FTA),  Department  of  Transportation  cannot  be  released  until  the 
Secretary  of  Labor  certifies  that  the  required  employee  protections  are  in  place. 
Accordingly  the  release  of  grant  money  will  be  delayed  and  in  some  instances  may  not 
be  payable  if  the  certification  is  not  made  prior  to  the  life  of  the  application  requesting 
the  funds  from  FTA.    The  FTA  estimates  that  4.5  billion  was  released  for  FY94  for 
grant  projects  reviewed  or  certified  by  the  Secretary. 

FY96  est.     one  week 
shortfall 

Certifications  processed  1,730  41.0 

Claims(Determinations) 

arbitrated  77  1.8 
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MISSION  OF  THE  OFFICE  OF  FEDERAL  CONTRACT  COMPLIANCE  PROGRAMS 

Mr.  Stokes:   What  is  the  mission  of  the  Office  of  Federal 
Contract  Compliance? 

Mr.  Reich:   The  mission  of  the  Office  of  Federal  Contract 
Compliance  Programs  (OFCCP)  is  to  ensure  that  employers  doing 
business  with  the  Federal  Government  abide  by  laws  and  regulations 
requiring  equal  employment  opportunity  and  affirmative  action. 

The  OFCCP  enforces  the  Executive  Order  11246,  Section  503  of 
the  Rehabilitation  Act  of  1973,  and  the  affirmative  action 
provisions  (Section  4212)  of  the  Vietnam  Era  Veterans' 
Readjustment  Assistance  Act.   Taken  together,  these  laws  ban 
discrimination  and  require  Federal  contractors  and  subcontractors 
to  take  affirmative  action  to  ensure  that  all  individuals  have  an 
equal  opportunity  for  employment,  without  regard  to  race,  color, 
religion,  sex  or  national  origin. 

OFCCP's  jurisdiction  covers  approximately  22.5  million 
workers  or  nearly  22%  of  the  total  civilian  workforce  (92,500  non- 
construction  establishments  and  100,000  construction 
establishments) .   The  Federal  Government  awarded  more  than  $161 
billion  tax-payer  dollars  in  176,000  prime  contracts  in  Fiscal 
Year  1993. 

OFCCP  is  the  only  federal  agency  to  require,  as  a  condition 
of  having  a  federal  contract,  that  a  contractor  engage  in  a  self- 
analysis  for  the  purpose  of  discovering  any  barriers  to  equal 
employment  opportunity.   The  self-audit  requirement  is  a  condition 
of  having  a  federal  contract,  rather  than  in  response  to  the 
filing  of  a  charge  of  discrimination;  and  no  other  Government 
agency  conducts  comparable  systemic  reviews  of  employers' 
employment  practices  to  ferret  out  discrimination.   In  Fiscal  Year 
1995,  OFCCP  conducted  nearly  4,000  compliance  reviews. 

OFCCP's  programs  prevent  discrimination.   An  effective 
affirmative  action  program  will  result  in  the  removal  or 
modification  of  discriminatory  policies  or  practices,  before  the 
discrimination  becomes  the  basis  for  a  complaint  or  government 
investigation. 

Mr.  Stokes:   According  to  your  opening  statement,  as  part  of 
the  Vice  President's  National  Performance  Review  the  Office  will 
be  implementing  a  "Fair  Enforcement  Strategy  and  Comprehensive 
Technical  Assistance  Strategy."   What  can  you  tell  us  about  this 
strategy  and  what  it  is  expected  to  achieve? 
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Mr.  Reich:   OFCCP  is  piloting  a  redesigned  compliance  review 
strategy  that  will  reduce  the  compliance  review  burden  on  those 
contractors  who  are  fully  and  successfully  complying  with  their 
equal  employment  opportunity  and  affirmative  action  obligations. 
This  tiered  review  approach  will  include  information  audits, 
technical  assistance  audits,  desk  audit  only  reviews,  limited 
scope  and  focused  on-site  audits,  and  complete  on-site  compliance 
reviews  only  in  those  cases  warranted  by  the  results  of  a  full 
analysis  of  the  information  collected.   This  approach  increases 
the  number  of  contacts  with  contractors,  allows  for  better  and 
more  timely  service  to  these  contractors  and  provides  relief  to 
contractors  whose  facilities  do  not  warrant  a  full  onsite  review. 
This  strategy  will  permit  OFCCP  to  focus  on  those  contractors  who 
seem  to  have  problems  meeting  their  equal  employment  opportunity 
and  affirmative  action  obligations. 

The  comprehensive  technical  assistance  strategy  calls  for 
OFCCP  to  support  Federal  contractors  in  the  development  of 
Affirmative  Action  Program  Plans  through  technical  assistance  for 
new  contractors  in  establishing  their  programs  to  meet  the 
regulatory  requirements,  especially  at  small  companies  that  may 
not  have  the  expertise  to  develop  these  programs.   OFCCP  will 
provide  grass  roots  seminars  and  technical  assistance  training 
sessions  for  on-going  contractors,  contracting  agencies  and 
constituency  groups.   OFCCP  will  develop  and  publish  technical 
assistance  guides  and  training  packages  that  provide  clear 
guidance  to  Federal  contractors  on  regulatory  requirements.   The 
guides  will  provide  information  on  the  best  practices  throughout 
industry  that  serve  as  examples  for  all  contractors. 

AFFIRMATIVE  ACTION  LEGISLATION 

Mr.  Stokes:   Dole-Canady  Legislation  --  Equal  Opportunity  Act 
of  1995.   While  the  Dole-Canady  Legislation  is  entitled  the  Equal 
Opportunity  Act  of  1995,  when  you  peel  back  the  label,  you  find 
that  the  "Equal  Sign"  is  missing  from  the  "Opportunity  Equation." 
The  measure  threatens  the  rights  of  over  20  percent  of  the 
civilian  work  force.   What  will  be  the  impact  of  the  Dole-Canady 
legislation,  on  the  Office  of  Federal  Contract  Compliance 
Programs,  and  on  Federal  anti -discrimination  and  affirmative 
action  programs? 

Mr.  Reich:   S.  1085  and  H.R.  2128,  the  "Equal  Opportunity  Act 
of  1995"  ,  purports  to  prohibit  the  use  of  racial  and  gender 
preferences  in  connection  with  any  federal  contracting,  employment 
or  Federally-conducted  program  or  activity.   The  title  is 
misleading  because  the  legislation  would  do  far  more.   As  Deval  L. 
Patrick,  the  Assistant  Attorney  General,  testified  on  April  30, 
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1996,  before  the  Senate  Committee  on  Labor  and  Human  Resources, 
the  Dole-Canady  legislation  would  eliminate  the  Executive  Order 
11246  program.   "The  Administration  strongly  opposes  this  bill." 

The  attached  paper  explains  the  reasons  why  the  Dole-Canady 
legislation  would  be  devastating  on  the  Office  of  Federal  Contract 
Compliance  Programs  as  well  as  on  Federal  anti-discrimination  and 
affirmative  action  programs. 


Attachment 
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IMPACT  OF  THE  DOLE-CANADY  LEGISLATION 
"Equal  Opportunity  Act  of  1995" 


1.    The  Dole-Canady  legislation  would  bar  the  use  of  goals,  no 
matter  what  the  purpose. 

The  legislation  bans  the  use  of  goals  and  numerical 
indicators  by  its  broad  definition  of  the  "use  of  any 
preferential  treatment"  to  "include  any  use  of  a  quota, 
set-aside,  numerical  goal,  timetable,  or  other  numerical 
objective."   Section  8(3).   By  banning  the  use  of  all 
goals  and  numerical  indicators,  the  legislation 
eviscerates  the  Executive  Order  11246  program  that 
requires  affirmative  action  of  federal  contractors,  as  a 
condition  of  the  federal  contract.   Executive  Order 
11246  regulations  require  every  federal  contractor  and 
subcontractor  with  50  or  more  employees  and  a  federal 
contract  of  $50,000  or  more  to  develop  and  maintain  a 
written  affirmative  action-  program  for  each  of  its 
establishments.   The  regulations  apply  to  approximately 
22%  of  the  civilian  workforce  and  involve  more  than  $160 
billion  in  contracts  annually. 

Affirmative  action  plans  may  involve  the  use  of  goals 
and  numerical  indicators,  if  there  is  an 
"underutilization"  of  women  or  minorities,  i.e.,  where 
there  are  fewer  women  or  minorities  than  would  be 
reasonably  expected  by  their  availability  in  the 
relevant  area  from  which  the  contractor  would  reasonably 
recruit.   However,  under  the  current  regulations,  goals 
may  not  operate  as  quotas  and  contractors  are  not 
required  to  engage  in  any  form  of  preferential  hiring. 
Contractors  are  not  required  to  meet  the  goals.   The 
measure  of  compliance  is  Good  Faith  Efforts.   Without 
the  use  of  goals,  the  Department  of  Labor's  OFCCP  would 
have  no  way  to  measure  progress  or  to  identify  which 
employers  to  review. 

Goals  have  been  essential  to  contractors  in 
understanding  whether  a  problem  exists,  whether  the 
discriminatory  practices  are  actually  being  eliminated, 
and  as  an  indicator  to  contractors  of  the  need  to  look 
more  closely  at  their  employment  practices  in  order  to 
promote  inclusion,  not  exclusion.   OFCCP  experience  has 
shown  that  benign  outreach  measures  alone  will  not  work. 
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They  were  tried  before  and  failed.   Goals  in  the 
Executive  Order  11246  program  were  established  in  1961 
by  Plans  for  Progress,  an  organization  of  300  Federal 
contractors,  because  the  business  community  insisted 
that  there  be  some  objective  standard  against  which 
their  performance  would  be  measured. 

Furthermore,  the  issues  raised  were  exhaustively 
explored  and  debated  in  1985  when  Attorney  General  Edwin 
Meese  urged  President  Reagan  to  amend  Executive  Order 
11246  and  eliminate  goals.   At  that  time,  nearly  two 
hundred  Members  of  Congress  and  Senators  signed  letters 
to  the  President  in  support  of  retaining  goals  as  an 
inextricable  part  of  an  effective  anti -discrimination 
programs.   Members  of  the  private  sector  also  expressed 
strong  reservations  against  abolishing  affirmative 
action  goals. 

The  bill  eliminates  a  proven  tool  -  the  use  of  goals  and 
timetables  for  federal  contracting  -   without  offering  a 
viable  alternative.  Ironically,  preferences  in  the  selection 
process  are  already  unlawful. 

Similarly,  the  bill  could  impact  contractor's  recruitment  . 
efforts.   Although  Section  3(2)  exempts  certain  outreach  and 
recruitment  efforts,  this  exemption  does  not  apply  if  a 
recruitment  or  outreach  program  uses  any  kind  of  numerical 
benchmark,  even  for  tracking  purposes.   Where  goals  are  used, 
the  recruitment  would  be  prohibited. 

The  use  of  affirmative  action  goals  plays  an  important 
role  in  preventing  discrimination.   Women  and  minorities 
have  cracked  the  barriers  of  exclusion  and  segregation 
that  had  resisted  other  efforts.  Individuals  are  spared 
the  anguish  of  discrimination.   Businesses  are  spared 
billions  of  dollars  in  litigation  because  goals 
encourage  self-audit  and  self -correction,  the  best  and 
most  cost  efficient  law  enforcement.   The  Government  has 
pursued  its  obligation  to  avoid  spending  public  money 
with  contractors  that  discriminate.  Opponents  of 
affirmative  action  and  the  use  of  goals  have  offered  no 
concrete,  viable  alternative  for  combating  the  very  real 
problems  of  gender  and  racial/ethnic  discrimination. 
OFCCP  is  taking  specific  steps  to  ensure  that  the  goals 
do  not  slide  into  quotas  (including  the  reissuance  of 
anti-quota  policy,  quality  control,  establishment  of 
Ombudsperson,  training  and  strong  management) . 


110 


The  bill  expands  the  bona  fide  occupational 
qualification  exemption  allowing  discrimination  against 
women  for  national  security  or  privacy  reasons, 
loopholes  that  potentially  could  disqualify  many  women 
from  the  jobs  they  now  hold.   Representative  Canady ,  in 
his  testimony  before  the  Senate  Committee  on  Labor  and 
Human  Resources,  stated  that  the  exemption  was  intended 
to  protect  the  bona  fide  occupational  qualification 
(b.f.o.q.)  exemption.   However,  current  law  does  not 
provide  similar  exemptions.   At  a  minimum,  the 
legislation  expands  the  use  of  sex  as  a  "b.f.o.q."  by 
using  language  much  broader  than  the  "b.f.o.q."  language 
in  any  existing  law.   It  also  creates  a  national 
security  exception  without  any  indication  as  to  how 
gender  relates  to  the  national  security.   Title  VII  and 
parallel  state  law  provisions  permit  gender 
discrimination  in  employment,  but  only  if  it  is 
reasonably  necessary  to  a  bona  fide  occupational 
qualification.   The  Dole-Canady  legislation  does  not 
restrict  the  exception  to  employment  situations.   The 
terms  "occupational",  "bona  fide"  and  "qualification" 
have  been  very  important  legal  restrictions.   Not  just 
any  reason  would  do,  it  must  be  one  that  is  required  for 
the  work  to  be  performed.   The  Dole-Canady  legislation 
appears  to  extend  the  exception  and  the  circumstances  to 
which  the  exception  would  apply.   Therefore,  it  could 
significantly  weaken  current  protections  against  gender 
discrimination  and  would  have  the  effect  of  legalizing 
discriminatory  practices  that  are  currently  prohibited. 

The  bill  would  prohibit  the  federal  government  from 
entering  into  a  consent  decree  that  requires  numerical 
goals,  an  activity  prohibited  under  the  bill.   Thus, 
neither  the  Civil  Rights  Division  of  the  Department  of 
Justice,  nor  the  Equal  Employment  Opportunity  Commission 
or  the  Department  of  Labor  could  enter  into  a  court- 
approved  consent  decree  to  prohibit  discrimination  by  a 
private  employer  who  was  a  federal  contractor  if  that 
decree  contained  numerical  relief.   The  bill  would  also 
prohibit  similar  affirmative  action  remedies  in  other 
contexts,  including  education  and  health  and  human 
services!   Therefore,  a  college  found  in  violation  of 
Title  VI  of  the  Civil  Rights  Act  would  not  be  able  to 
use  affirmative  action  numerical  goals  to  recruit 
minorities  who  were  found  by  the  Department  of 
Education's  Office  for  Civil  Rights  to  have  been 
discriminated  against  in  admissions  or  in  the  award  of 
scholarships. 
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By  adding  the  term  "federal  financial  assistance"  during 
the  House  Committee  on  the  Judiciary  Subcommittee  markup 
on  March  7,  1996,  the  bill  further  undermines  equal 
opportunity  programs  by  prohibiting  the  use  of 
affirmative  action  remedies  (i.e.  goals)  when  these 
agencies  enforce  Title  VI  of  the  Civil  Rights  Act  of 
1964  and  Title  IX  of  the  Education  Amendments  of  1972. 
The  legislation  would  therefore  cover  virtually  every 
federal  civil  rights  program,  from  health  care  programs 
to  higher  education. 

The  bill  is  so  broad  that  it  appears  to  confer  new 
rights  to  sue  for  individuals  and  contractors,  either 
because  they  believe  that  they  were  the  victims  of  a 
goal  setting  process  or  because  contractors  incurred 
expenses  in  gathering  data  to  comply  with  a  federal 
agency ' s  requests . 

The  bill  goes  far  beyond  the  principles  outlined  by  the 
Supreme  Court  in  Adarand  v.  Pena .   In  Adarand.  the 
Supreme  Court  made  clear  that  federal  programs  that  use 
race  based  decisions  or  classifications  would  be  subject 
to  strict  judicial  scrutiny,  but  the  decision  did  not 
invalidate  all  programs  or  the  use  of  goals  as  unlawful. 
Under  S.  1085  and  H.R.  2128,  all  federal  affirmative 
action  programs  that  use  goals  would  be  viewed  as 
unlawful,  no  matter  how  compelling  the  justification  for 
a  given  program  or  how  precisely  tailored  the  program 
is.   In  addition,  the  legislation  would  eliminate  more 
than  affirmative  action  goals  for  racial  minorities. 
The  legislation  also  would  ban  affirmative  action 
programs  and  goals  for  women,  which  the  Adarand  decision 
did  not  address. 

The  bill  would  create  more  questions  than  it  answers. 
Discrimination  and  racial  preferences  in  hiring 
decisions  are  already  prohibited  by  law.   The  Executive 
Order  11246,  Title  VII  of  the  Civil  Rights  Act  of  1964, 
as  amended,  and  the  accompanying  regulations,  and  case 
law  already  provide  proven  safeguards  that  eliminate  the 
need  for  this  legislation.   Executive  Order  11246  and 
its  regulations  already  say  that  goals  may  not  be 
treated  as  quotas  or  used  to  discriminate.   Title  VII  of 
the  Civil  Rights  Act  already  expressly  prohibits 
preferential  treatment.   The  Supreme  Court's  decision  in 
Adarand  v.'  Pena.  115  S.Ct.  2097  (1995)  already  applies 
strict  scrutiny  to  any  race  based  decision  making. 
There  is  no  room  or  need  for  further  congressional 
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action.   The  lack  of  definition  for  the  term 
"preferential  treatment"  is  one  prime  example.   What  is 
a  preference  or  an  advantage?   May  a  federal  contractor 
that  has  set  a  goal  for  increasing  its  outreach  to  women 
by  10%  continue  to  recruit  women  at  a  women's  college? 
Would  this  be  construed  as  an  unfair  advantage? 

The  legislation  also  provides  a  specific  exemption 
allowing  historically  black  colleges  and  universities  to 
engage  in  the  "preferential  treatment"  outlawed 
elsewhere  in  the  bill.   Other  predominantly  black 
institutions,  such  as  the  University  for  the  District  of 
Columbia,  as  well  as  Hispanic  serving  institutions  could 
not  avail  themselves  of  this  exemption.   It  is  also 
unclear  what,  if  any  effect,  the  restriction  could  have 
on  scholarship  efforts  such  as  the  Patricia  Roberts 
Harris  Fellowships,  20  U.S.C.  1134(d)-(f)  (graduate  and 
professional  study  fellowships  awarded  to  institutions 
to  support  traditionally  underrepresented  women  and 
minorities  with  financial  need  in  graduate  or 
professional  programs) .   There  are  many  other 
scholarships  or  programs  endorsed  by  Congress  and  that 
are  federally  assisted,  such  as  the  Excellence  in 
Mathematics,  Science  and  Engineering  Act,  P.L.  101-589 
(November  16,  1990).   Deval  L.  Patrick  testified  that  at 
least  13  federal  agencies  currently  administer  programs 
that  target  aid  to  minority-serving  educational 
institutions,  that  also  are  the  focus  of  statutory  and 
Executive  Branch  programs. 

Although  purporting  to  ban  preferences,  this  legislation 
also  does  not  address  scholarships  that  primarily 
benefit  whites,  such  as  those  created  for  the 
descendants  of  the  Daughters  of  the  American  Revolution 
(DAR) ,  descendants  of  the  Signers  of  the  Declaration  of 
Independence  or  the  Sons  of  Norway.   The  legislation 
does  not  address  any  of  the  many  private  philanthropic 
efforts  or  the  efforts  by  a  number  of  state  governments, 
such  as  Florida,  Iowa  and  New  Mexico,  that  have 
specifically  legislated  minority  targeted  higher 
education  financial  aid  programs.1   Rather  than 


1  Florida  Atlantic  University  in  Boca  Raton,  Florida 
reportedly  has  nine  scholarship  programs  open  only  to  blacks, 
Native  Americans  or  Hispanics.   Florida  also  has  a  special 
scholarship  for  Seminole  Miccosukee  Indians  and  students  of 
"Hispanic  culture". 
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eliminating  preferences,  the  bill  actually  creates  a 
safe  haven  protection  for  some,  at  the  expense  of 
others.   It  appears  inconsistent  and  clearly  warrants 
further  deliberation. 
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DAVIS -BACON  ACT 

Mr.  Stokes:   Many  of  us,  particularly  those  of  us  who  are 
concerned  about  labor  and  working  families,  have  a  great  deal  of 
concern  about  the  effect  of  the  repeal  of  the  Davis -Bacon  Act.   As 
the  Secretary  of  Labor,  what  is  your  position  on  this  issue,  and 
what  is  your  response  to  the  argument  made  by  those  who  want  to 
repeal  Davis -Bacon,  those  who  say  that  the  repeal  would  increase 
job  opportunities? 

Mr.  Reich:   The  Administration  strongly  believes  that  the 
purpose  and  need  for  the  Davis-Bacon  Act  is  as  important  today  as 
when  the  Act  was  first  passed. 

Labor  costs  are  an  important  component  of  total  construction 
costs.   Because  the  Federal  procurement  system  generally  awards 
contracts  to  the  lowest  bidder,  repeal  of  the  Davis-Bacon  Act 
would  shift  the  focus  of  competition  from  quality,  efficiency,  and 
productivity  to  wages  and  benefits.   Without  the  statute, 
contractors  would  be  driven  to  compete  for  Federal  contracts  by 
reducing  their  labor  costs  rather  than  improving  their  skills  and 
productivity.   Workers  could  be  faced  with  the  option  of  accepting 
employment  on  Federal  jobs  for  wages  lower  than  they  would 
otherwise  get  on  private  construction  or  risk  losing  employment  to 
workers  brought  in  from  some  other  low-wage  area. 

For  these  reasons,  the  Administration  is  strongly  opposed  to 
repeal  of  the  Davis-Bacon  Act  and  has,  instead,  advocated 
meaningful  reform  of  the  statute. 
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OPPORTUNITY  AREAS  FOR  OUT-OF- SCHOOL  YOUTH 

Mr.  Hoyer:   Some  people  will  look  at  the  Administration's  new 
Opportunity  Areas  for  Out-of-School  Youth  and  ask  how  it  is 
different  from  the  Summer  Jobs  Program?   Both  focus  on 
unemployment  in  urban  areas.   How  would  you  answer  critics  who 
wonder  why  we  need  both  programs  and  suggest  eliminating  Summer 
Jobs  to  pay  for  the  Opportunity  Areas  initiative?  How  does  this 
initiative  relate  to  the  pending  job  training  legislation 
provisions  regarding  at-risk  youth? 

Mr.  Reich:   The  summer  program  provides  jobs  to  about  half  a 
million  youth  each  year  in  every  city  and  rural  area  in  the 
country.   While  the  summer  program  is  open  to  both  in- school  and 
out-of -school  youth  ages  14  to  21,  it  serves  primarily  in-school 
youth  ages  14  to  17.   The  summer  program  serves  an  important 
function  because  for  many  disadvantaged  youth  this  is  their  first 
experience  in  the  labor  market.   Evaluations  of  the  summer  jobs 
program  by  the  Inspector  General  and  Westat  indicate  that  the 
program  provides  meaningful,  structured,  well -disciplined  jobs  for 
youth.   The  summer  jobs  program  is  particularly  important  to 
minority  youth.   DOL  estimates  that  a  quarter  of  summer  jobs  held 
by  Black  16-17  year-olds  and  20  percent  of  summer  jobs  held  by 
Hispanic  16-17  year-olds  are  through  the  federal  summer  jobs 
program.   The  program  provides  jobs  to  youth  who  otherwise  might 
be  involved  in  youth  crime. 

The  Opportunity  Area  initiative  builds  upon  the  ideas  of 
William  Julius  Wilson  and  other  researchers  that  the  pervasive 
joblessness  in  inner  cities  is  responsible  for  many  of  the  ills  of 
these  neighborhoods --poverty,  crime,  welfare  dependency,  drug 
abuse,  and  youth  gangs.   In  this  initiative,  we  will  concentrate  a 
large  amount  of  resources  into  selected  inner-city  and  rural  high- 
poverty  communities,  and  attempt  to  boost  rates  of  employment  for 
16-24  year-old  out-of-school  youth  from  current  levels  of  less 
than  50  percent  to  levels  of  60  percent  within  a  few  years  and  80 
percent  within  five  years.   This  would  achieve  parity  with  the 
employment  rates  of  non-minority  out-of-school  youth  with  at  least 
a  high  school  diploma.   By  reaching  such  higher  employment  levels 
we  hope  to  have  profound  impacts  on  all  aspects  of  the  quality  of 
life  in  these  communities. 

Unlike  the  summer  jobs  program,  this  Opportunity  Area 
initiative  would  focus  on  out-of-school  youth  and  most  likely 
would  mainly  serve  youth  18  years  old  and  over.   It  would  attempt 
to  lead  the  youth  to  full-time,  career- track  jobs.   Because  of  the 
comprehensive  array  of  services  needed  to  adequately  serve  such 
youth,  the  cost  per  participant  will  be  much  higher  than  in  the 
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summer  jobs  program,  and  we  would  serve  fewer  people.   Rather  than 
serve  all  cities  as  in  the  summer  jobs  program,  this  new 
initiative  would  only  have  sufficient  funds  for  15  to  20  high- 
poverty  urban  and  rural  sites  initially.  DOL  sees  the  summer  jobs 
program  and  the  opportunity  areas  initiative  as  complements  rather 
than  substitutes.   Each  serves  a  different  purpose,  and  both  are 
very  much  needed  given  the  high  rates  of  unemployment  and  crime  in 
our  inner  cities. 

This  new  initiative  fits  in  with  the  new  consolidation 
legislation  much  like  the  JTPA  national  reserve  account 
complements  the  JTPA  formula -funded  programs  for  dislocated 
workers.   The  national  reserve  account  allows  for  DOL  to' 
concentrate  resources  in  areas  of  high  need  when  a  plant  shutdown 
or  mass  layoff  occurs.   This  new  Opportunity  area  initiative  would 
concentrate  funds  in  areas  of  high  poverty.   Such  concentration 
will  riot  occur  under  the  formula -funded  consolidation  programs. 


JOB  CORPS  EXPANSION 

Mr.  Hoyer:   I  am  pleased  to  hear  of  your  continued  commitment 
to  the  Job  Corps  50/50  Plan.   In  light  of  the  budgetary 
constraints  facing  us,  what  options  is  the  Department  considering 
to  expand  training  slots  in  Job  Corps?   Is  the  Department 
examining  the  possibility  of  rewarding  high  performing  centers  by 
increasing  the  number  of  slots  or  opening  satellite  facilities, 
options  which  could  create  economies  of  scale  and  potentially 
reduce  the  pre -student  cost  of  the  program? 

Mr.  Reich:   The  Department  is  not  proposing  to  expand 
capacity  at  existing  centers  this  year,  other  than  to  restore 
capacity  at  certain  facilities  where  slot  levels  have  been 
temporarily  reduced  pending  completion  of  major  rehab  and 
construction  projects.   The  intent  is  to  rely  on  the  activation  of 
new  centers  in  future  years  as  the  primary  means  to  increase  the 
number  of  Job  Corps  enrollment  opportunities  that  are  available  to 
the  Nation's  disadvantaged  youth.   Moreover,  even  though  a  small 
number  of  existing  sites  do  have  the  potential  for  expansion,  and 
might  be  considered  for  expansion  in  future  years,  most  existing 
Job  Corps  centers  are  located  on  sites  where  expansion  or 
enlargement  would  not  be  feasible  from  an  architectural  or 
engineering  standpoint. 
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STATE  AND  LOCAL  INVESTMENTS  IN  TRAINING 

Mr.  Hoyer:   I  would  agree  with  you  that  employment  and 
training  of  a  nationally  mobile  workforce  to  increase  economic 
productivity  is  legitimately  a  Federal  interest.   How  heavily  do 
State  and  local  governments  invest  in  training? 

Mr.  Reich:   We  have  limited  insight  into  the  amount  of  the 
investment  in  training  by  State  and  local  governments.   We  do  know 
that  States  spend  very  little  on  training  low  income  and 
unemployed  workers,  but  are  expanding  their  uses  of  training  as  an 
economic  development  tool.   Training  is  not  only  used  to  attract 
firms  to  States,  but  also  to  induce  existing  employers  to  create 
new  jobs  and  improve  the  business  performance  of  those  firms 
through  additional  expansion.   States  operate  customized  training 
programs  on  worker  training  as  well  as  provide  one-time  training 
subsidies  when  recruiting  large  industrial  firms.   Also,  States 
increasingly  are  reporting  a  demand  for  the  upgrading  of  employed 
workers . 

It  has  been  estimated  that  U.S.  employers'  investments  in 
formal  training  range  from  $30  billion  to  $44  billion.   While  no 
precise  estimates  are  available,  there  is  no  doubt  that  employer- 
provided  training  is  a  large  enterprise.   Informal  training 
estimates  range  from  $105  billion  to  $210  billion  or  more  per 
year. 

Mr.  Hoyer:   How  is  the  Department  encouraging  additional 
investments  in  training  and  skill  development  on  the  part  of  the 
State  governments  and  the  private  sector? 

Mr.  Reich:   Congress  has  invested  in  building  systems  to  help 
youth  and  adults  acquire  the  skills  and  knowledge  necessary  to 
find  jobs  and  be  successful  in  today's  economy.   The  National 
School-to-Work  Opportunities  system  and  the  One-Stop  system  are 
changing  the  way  education  and  training  services  are  delivered. 
The  Federal  funds  invested  in  these  systems  leverage  significant 
amounts  of  additional  State  and  private  resources  for  the  creation 
of  statewide  systems  that  meet  their  needs. 

In  addition,  we  are  proposing  three  initiatives  which  require 
States  and  businesses  to  commit  resources  and  expertise. 

o   The  Opportunity  Areas  for  Out-of -School  Youth  Initiative, 

proposed  in  the  President's  FY  1997  Budget,  was  developed  in 
response  to  the  pervasive  joblessness  of  youth  in  high- 
poverty  urban  and  rural  areas .   This  initiative  would 
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require  significant  State  and  local  matching  funds,  that 
would  increase  each  year  as  the  Federal  funds  decrease . 

Jobs  for  Residents,  a  $50  million  initiative  which  would 
link  unemployed  adults  and  youth  in  the  highest  poverty 
communities  in  America,  including  Empowerment  Zones  (EZs) 
and  Enterprise  Communities  (ECs) ,  with  jobs  in  metropolitan 
or  greater  area  labor  markets.   The  ability  to  leverage 
local,  State  and  private  sector  resources  will  be  a  major 
factor  in  the  award  of  funds  for  this  initiative. 

The  Incumbent  Workers  Initiative  would  demonstrate  the 
feasibility  of  State -based  systems  of  loan  guarantees  or 
other  financing  mechanisms  as  a  means  of  increasing  employer 
investment  in  training.   This  demonstration  would  also 
explore  how  States  can  establish  an  "endowment"  to  sustain 
State-based  systems  once  Federal  funds  cease. 
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LEGAL  EMPLOYMENT  STATUS 

Mr.  Hoyer:   In  the  immigration  bill,  a  new  demonstration 
requiring  employers  to  phone  in  and  confirm  legal  employment 
status  will  be  initiated.   I  have  heard  from  a  number  of  employers 
in  my  district  who  are  concerned  that,  should  this  requirement  be 
applied  to  all  employers,  they  will  not  be  able  to  document  that 
they  have  in  fact  made  the  telephone  call  and  that  it  will 
therefore  be  very  difficult  for  them  to  demonstrate  that  they  have 
complied  with  the  law.   How  will  the  Department  address  this 
problem? 

Mr.  Reich:   The  verification  (demonstration)  system  will  be 
developed  and  maintained  by  the  Immigration  and  Naturalization 
Service  (INS) .   We  understand  that  the  system  will  provide  a 
confirming  receipt  of  contact  and  outcome  to  employers  who  use  the 
system. 


Tuesday,  May  7,  1996. 

EMPLOYMENT  AND  TRAINING  ADMINISTRATION 
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TIMOTHY  M.  BARNICLE,  ASSISTANT  SECRETARY  FOR  EMPLOYMENT 
AND  TRAINING 

CAROLYN  M.  GOLDING,  DEPUTY  ASSISTANT  SECRETARY  FOR  EM- 
PLOYMENT AND  TRAINING 

RAYMOND  J.  UHALDE,  DEPUTY  ASSISTANT  SECRETARY  FOR  EMPLOY- 
MENT AND  TRAINING 

MARY  H.  SILVA,  NATIONAL  DCtECTOR,  JOB  CORPS 

PRESTON  M.  TAYLOR,  JR.,  ASSISTANT  SECRETARY  FOR  VETERANS' 
EMPLOYMENT  AND  TRAINING 

JAMES  E.  McMULLEN,  DEPUTY  ASSISTANT  SECRETARY  FOR  BUDGET 

Mr.  Bonilla  [presiding].  Good  afternoon.  The  subcommittee  will 
come  to  order. 

This  afternoon,  we're  delighted  at  our  hearing  to  be  receiving  tes- 
timony from  the  Department  of  Labor.  First,  we  will  hear  from 
Timothy  Barnicle,  Assistant  Secretary  for  Employment  and  Train- 
ing, followed  by  Preston  Taylor,  Assistant  Secretary  for  Veterans' 
Employment  and  Training.  We're  happy  to  have  you  here  this 
afternoon,  and  look  forward  to  your  testimony. 

Mr.  Barnicle? 

Opening  Statement — Mr.  Barnicle 

Mr.  Barnicle.  Thank  you  very  much,  Mr.  Chairman.  And  I'll 
just  summarize  my  statement  and  request  that  it  be  in  the  record. 

Mr.  Chairman,  other  members  of  the  subcommittee,  thanks  for 
the  opportunity  to  appear  today  to  discuss  the  Administration's  fis- 
cal year  1997  budget  request  for  work  force  preparation  and  em- 
ployment services.  With  me  today  are  Deputy  Assistant  Secretaries 
Ray  Uhalde  and  Carolyn  Golding,  and  our  Job  Corps  Director, 
Mary  Silva. 

Our  request  is  designed  to  ensure  that  all  job  seekers  have  the 
tools  to  navigate  their  way  through  a  U.S.  labor  market  character- 
ized by  high  returns  for  education  and  skills,  but  growing  personal 
insecurity  about  current  and  potential  job  loss.  Our  request  also 
targets  the  high  employment  and  low  skill  levels  in  some  of  our 
poorest  communities. 

The  budget  before  you  reflects  the  Administration's  continuing 
commitment  to  America's  workers.  The  request  totals  $9.5  billion 
and  includes  new  initiatives  totaling  $315  million,  and  increases 
for  training  and  employment  programs,  school  to  work,  Job  Corps, 
one  stop  career  center  system  implementation,  and  the  employment 
service,  as  well  as  sufficient  funding  for  states  to  operate  their  un- 
employment insurance  programs. 
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The  proposal  requests  funds  for  programs  under  current  author- 
izing legislation.  However,  we  view  fiscal  year  1997  as  a  transition 
year  to  the  new  work  force  development  legislation  now  in  con- 
ference. 

The  1997  request  for  discretionary  programs  is  $886  million 
above  the  fiscal  year  1996  appropriation.  These  funds  are  for  pro- 
grams that  have  demonstrated  their  success  in  helping  to  increase 
earnings  and  employment.  The  JTPA  programs  for  dislocated  work- 
ers and  economically  disadvantaged  individuals  shows  strong,  posi- 
tive results  for  participants.  State  and  local  data  show  that  place- 
ments over  the  past  several  years  have  been  remarkably  stable  de- 
spite a  dramatic  change  in  client  mix  to  include  more  of  the  hard 
to  employ  and  the  hard  to  serve. 

There  are  now  more  welfare  recipients,  more  persons  with  poor 
basic  skills,  and  more  with  unstable  work  histories.  But  perform- 
ance has  held  steady  with  nearly  two  thirds  employed  three 
months  after  the  program.  Even  more  promising,  the  quality  of  job 
placements  has  improved. 

Programs  for  dislocated  workers  also  have  demonstrated  success. 
About  73  percent  are  employed  three  months  after  the  program.  On 
average,  they  make  at  least  90  percent  of  their  old  hourly  salary. 
Our  investment  in  disadvantaged  youth  also  shows  high  perform- 
ance in  Job  Corps,  which  serves  over  60,000  at-risk  youth  each 
year,  73  percent  of  students  are  placed  in  jobs  or  further  education. 
An  independent  evaluation  in  1982  showed  the  program  returns  to 
society  $1.46  for  every  $1.00  invested. 

Our  JTPA  summer  youth  program  has  also  been  found  to  provide 
solid  jobs  and  educational  experiences.  A  1993  study  found  that 
youth  in  the  programs  engaged  in  real  work,  were  well  supervised, 
acquired  or  strengthened  general  work  skills.  The  GAO  recently 
produced  a  study  of  highly  regarded  local  training  programs.  We're 
pleased  that  five  of  six  programs  they  identified  also  received  JTPA 
funds. 

The  Department  has  launched,  with  our  state,  local  and  associa- 
tion partners,  technical  assistance  and  monitoring  activities  to  im- 
prove programs  and  embed  quality  practices  within  the  training 
and  employment  system.  One  of  the  more  prominent  examples  of 
the  Department's  efforts  can  be  seen  in  the  Enterprise,  which  pro- 
motes high  quality  practices  for  certifying  dislocated  worker  pro- 
grams at  State  and  local  levels,  along  with  employing  Baldridge 
award  principles. 

The  new  work  force  development  system  for  adults  will  be  built 
about  the  one  stop  career  center  concept.  It  will  transform  the  cur- 
rent array  of  programs  into  an  accessible  system  of  coordinated 
services.  With  the  Committee's  agreement  and  investment,  we've 
already  begun  to  transform  the  current  system  through  the  award 
of  one  stop  implementation  grants  to  16  states  in  1994  and  1995. 

An  integral  part  of  one  stop  is  labor  market  information.  Here, 
too,  with  the  Committee's  endorsement,  we  have  already  begun  to 
re-make  the  system  for  creating  America's  labor  market  informa- 
tion system.  Grants  for  development  of  software  and  data  bases 
have  been  awarded  by  the  Labor  Department  to  eight  consortia  of 
states. 
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Another  successful  initiative  that  we've  undertaken  working  with 
State  Employment  Security  Agencies  as  partners  is  the  moderniza- 
tion and  expansion  of  America's  Job  Bank.  We  now  have  a  Web  site 
available  24  hours  a  day  with  over  400,000  job  listings,  free  to  any- 
one who  can  access  the  Internet.  Twenty-seven  State  job  banks  are 
now  accessible  on  the  Internet,  and  5.3  million  visits  were  made  to 
this  site  in  April  alone,  making  it  one  of  the  most  used  addresses 
on  the  entire  Internet. 

Thus,  our  request  for  financing  the  new  system  includes  several 
components:  $150  million  for  continuing  the  one  stop  and  LMI 
grants  to  help  jump  start  implementation  of  consolidation  legisla- 
tion, and  $848  million  of  dedicated  employer  financed  trust  fund 
monies  for  employment  services  under  the  Wagner-Peyser  Act. 

We're  requesting  $2,563  billion  for  State  unemployment  insur- 
ance programs.  This  request  takes  into  account  inflation,  increased 
workload,  continued  conversion  to  telephone  claims  taking,  and 
costs  associated  with  voluntary  tax  withholding  for  claimants  bene- 
fits. The  Administration  requests  $1,293  billion  to  provide  services 
to  636,600  dislocated  workers  and  $947  billion  to  assist  407,600 
economically  disadvantaged  adults  under  current  JTPA  authority. 

We  also  request  $324.5  million  to  finance,  through  trade  adjust- 
ment assistance  and  NAFTA,  benefits,  training,  job  search  and  re- 
location allowances  to  workers  dislocated  by  imports.  We  are  re- 
questing $50  million  for  the  Jobs  for  Residents  initiative  that  will 
link  low  income  adults  and  youth  in  empowerment  zones  and  en- 
terprise communities  with  emerging  employment  opportunities. 

The  Administration  is  also  requesting  a  new  incumbent  worker 
initiative  for  $15  million  to  demonstrate  financing  approaches  that 
will  increase  employer  investment  in  training  for  their  own  work- 
ers, particularly  to  help  small  and  middle  size  companies.  We  are 
requesting  a  total  of  $2.6  billion  for  programs  to  help  young  people 
make  a  successful  transition  to  the  world  of  work  and  to  foster 
family  responsibility. 

Education  and  Labor  request  $200  million  each  to  continue  the 
school  to  work  initiative.  And  to  assure  that  low  income  young  peo- 
ple get  a  first  job,  use  skills  they  will  learn  in  school,  and  build 
their  knowledge  of  the  work  place,  we're  also  requesting  $871  mil- 
lion for  summer  job  opportunities  for  574,000  low  income  youth. 

The  Administration  requests  $127  million  for  year-round  services 
for  75,900  low  income  youth,  many  of  whom  are  no  longer  in  high 
school.  We  request  $1,154  billion  for  Job  Corps  to  support  a  total 
of  119  centers.  These  centers  will  continue  to  serve  some  of  the 
most  disadvantaged  young  people  in  the  United  States  with  both 
school  and  work  based  learning  in  a  residential  setting. 

Because  of  the  difficulty  in  effectively  serving  youth  in  high  pov- 
erty areas  and  the  overwhelming  need  to  do  so,  we  also  request 
$250  million  for  a  pilot  called  Opportunity  Areas  for  Out  of  School 
Youth.  We  would  welcome  the  opportunity  to  work  with  the  Com- 
mittee on  its  details.  This  initiative  would  channel  funds  to  high 
poverty  urban  and  rural  areas  so  local  officials  would  develop  com- 
prehensive services  for  defined  neighborhoods.  The  long  term  goal 
is  to  significantly  increase  employment  among  out  of  school  youth 
in  these  high  poverty  areas. 
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Federal  investment  in  job  training  services,  whether  for  the  gen- 
eral population,  the  dislocated  worker  or  the  poor,  is  very  impor- 
tant. The  Federal  investment  must  coincide  with  a  recast  Federal 
role.  Working  with  our  stakeholders,  we  are  streamlining  ETA's 
work  force  and  focusing  on  facilitating  real  improvements  in  the 
quality  of  services  and  outcomes  at  the  state  and  local  level.  We 
plan  to  do  this  with  fewer  Federal  staff. 

Since  transitioning  to  block  grants  for  JTPA  and  Wagner-Peyser 
in  the  1980s,  ETA  staff  has  been  reduced  by  almost  60  percent.  If 
the  1997  request  level  is  approved,  ETA  will  have  reduced  staff  by 
21  percent  over  the  last  five  years.  There  are  limits  to  the  number 
of  employees  that  can  be  cut  from  a  Federal  agency  without  fun- 
damentally compromising  its  ability  to  fulfill  its  mission. 

With  the  proposed  cuts,  ETA  will  be  at  the  bare  bones.  Given  our 
responsibilities  for  oversight  and  to  promote  quality  improvements 
at  the  State  and  local  levels,  we  ask  for  $126  million  for  salaries 
and  expenses  to  support  the  staffing  levels  necessary  to  close  out 
JTPA  and  transition  to  new  work  force  development  systems. 

Mr.  Chairman,  this  concludes  my  remarks  and  I'll  be  happy  to 
answer  any  questions  you'd  like  to  pose. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  TIMOTHY  BARNICLE 

ASSISTANT  SECRETARY  OF  LABOR 

EMPLOYMENT  AND  TRAINING  ADMINISTRATION 

BEFORE  THE 

SUBCOMMITTEE  ON  LABOR,  HHS,  EDUCATION  AND  RELATED  AGENCIES 

COMMITTEE  ON  APPROPRIATIONS 

U.S.  HOUSE  OF  REPRESENTATIVES 

May  7,  1996 

Chairman  Porter,  Congressman  Obey,  and  Subcommittee  members, 
thank  you  for  the  opportunity  to  appear  today  to  discuss  the 
Administration's  Fiscal  Year  1997  Budget  request  for  workforce 
preparation  and  employment  services.   With  me  today  are  Deputy 
Assistant  Secretaries  Ray  Uhalde  and  Carolyn  Golding,  as  well  as 
Job  Corps  Director  Mary  Silva. 

Our  request  is  designed  to  ensure  that  all  jobseekers  have 
the  tools  to  navigate  their  way  through  a  U.S.  labor  market 
characterized  by  high  returns  for  education  and  skills ,  but 
growing  personal  insecurity  about  current  and  potential  job  loss. 
Our  request  also  targets  the  high  unemployment,  low  skill  levels, 
and  lack  of  work  experience  among  youth  and  adults  in  some  of  our 
poorest  communities. 

The  budget  before  you  reflects  the  Administration's 
continuing  commitment  to  training  and  employment  programs  serving 
America's  current  and  future  workers.   The  request  totals  $9.5 
billion,  of  which  $8.9  billion  is  for  discretionary  programs  and 
$697.5  million  is  for  mandatory  programs. 

The  budget  includes:   new  initiatives  totaling  $315  million 
and  increases  for  training  and  employment  programs,  School- to- 
Work,  Job  Corps,  One-Stop  Career  Center  System  implementation  and 
the  Employment  Service ,  as  well  as  sufficient  funding  for  States 
to  operate  their  unemployment  insurance  programs.   The  budget  also 
reflects  the  transfer  of  the  Community  Service  Employment  for 
Older  Americans  program  from  the  Department  of  Labor  to  the 
Department  of  Health  and  Human  Services'  Agency  on  Aging. 

The  proposal  requests  funds  for  programs  under  current 
authorizing  legislation.   However,  we  view  FY  1997  as  a  transition 
year.   We  expect  that,  effective  FY  1998,  new  workforce 
development  legislation  now  in  conference,  will  consolidate  and 
reorient  many  programs.  The  legislation  is  consistent  with  many 
of  the  principles  proposed  by  the  President  in  his  G.I.  Bill  for 
America's  Workers  last  year. 
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Performance  in  Employment  and  Training  Programs 

The  1997  request  for  discretionary  programs  is  $886.6 
million  above  the  Fiscal  Year  1996  appropriation  of  $7.9  billion. 
These  funds  are  currently  being  used  for  programs  that  have 
demonstrated  their  success  in  helping  the  economically 
disadvantaged  and  dislocated  workers  increase  their  earnings  and 
employment . 

JTPA  programs  for  dislocated  workers  and  economically 
disadvantaged  adults  are  funded  at  $1.9  billion  in  FY  1996.   Data 
both  from  program  operations  and  from  research  confirms  that  these 
programs  show  strong  positive  results  for  participants.   For 
example,  our  random  assignment  study  of  over  20,000  applicants  to 
JTPA  programs  for  the  economically  disadvantaged  found  that  the 
adult  job  training  programs  pays  for  itself  though  increased 
earning  of  participants  within  the  first  two-and-a-half  years. 
Furthermore,  State  and  local  data  on  programs  for  low- income 
adults  show  that  placement  rates  over  the  past  several  years  have 
been  remarkably  stable  despite  a  dramatic  change  in  client  mix 
that  includes  more  of  the  harder  to  serve,  recruited  as  a  result 
of  the  1992  amendments  enacted  by  Congress.   There  are  now  more 
welfare  recipients,  more  persons  with  poor  basic  skills,  and  more 
with  unstable  work  histories  --  but  performance  has  held  steady, 
with  nearly  two -thirds  employed  three  months  after  leaving  the 
program.   Even  more  promising,  the  quality  of  job  placements  for 
the  disadvantaged  has  improved.   Wages  and  earnings  for  adult  and 
welfare  participants  in  all  our  programs  have  risen  steadily,  and 
in  the  past  two  years  are  rising  at  a  rate  greater  than  inflation. 
Placement  rates  for  welfare  recipients  and  older  workers  are 
increasing,  and  more  importantly,  the  rates  of  retaining  these 
jobs  for  at  least  three  months  are  also  rising  since  1990. 

Programs  for  dislocated  workers  also  have  demonstrated  their 
success:   about  73  percent  of  all  participants  are  employed  three 
months  after  leaving  the  program.   On  average,  they  make  at  least 
90  percent  of  their  old  salary  or  wage.   Among  those  workers  who 
needed  training,  results  were  even  higher:   77  percent  had  a  job 
three  months  after  the  program  and  recovered  94  percent  of  the 
previous  wages . 

Also,  our  efforts  to  improve  the  quality  of  services 
received  by  trade -impacted  workers  seems  to  be  paying  off  through 
dual  enrollments  in  TAA  and  Title  III  dislocated  worker  programs, 
which  has  provided  trade- impacted  workers  access  to  a  broader 
array  of  assessment  and  referral  services  than  they  did 
previously.   Preliminary  customer  satisfaction  surveys  demonstrate 
that  quality  of  services  is  improving,  while  pointing  the  way  to 
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areas  where  additional  improvements  can  be  made  in  services  and 
benefits  to  trade- impacted  workers. 

Information  on  our  investment  in  disadvantaged  youth  also 
show  high  performance.   In  Job  Corps,  which  serves  over  60,000 
young  people  each  year  and  is  the  nation's  largest  employment  and 
training  program  for  at-risk  youth,  73  percent  of  students  leaving 
the  program  are  placed  in  jobs  or  further  education.   An 
independent  evaluation  released  by  Mathematica  in  1982  showed  the 
program  returns  to  society  $1.46  for  every  dollar  invested.   So 
that  we  can  be  sure  about  the  quality  of  this  program,  we  are 
currently  conducting  a  new  random  assignment  evaluation  of  the  Job 
Corps  program,  which  will  cost  $20  million  over  a  period  of  eight 
years. 

Our  JTPA  summer  youth  program  has  also  been  found  to  provide 
solid  jobs  and  educational  experiences  to  disadvantaged  youth.   A 
1993  study  by  Westat  found  that  youth  who  obtained  summer  jobs 
through  the  program  were  engaged  in  real  work  as  opposed  to 
makework,  were  well  supervised,  and  acquired  or  strengthened 
general  work  skills.   A  later  study  found  that  nearly  two- thirds 
of  youth  in  the  summer  of  1995  participated  in  program- sponsored 
academic  activities  that  were  rich  in  their  diversity  and  unlike 
regular  school  in  several  important  ways :   classes  were  small  and 
students  received  frequent  feedback  and  much  more  individual 
attention  from  teachers. 

Even  with  JTPA  services  to  out -of -school  youth,  a  group  that 
all  agree  are  particularly  important  to  serve  but  very  hard  to 
affect,  we  have  reason  to  hope  that  the  program  has  been  much  more 
successful  than  our  earlier  data  from  the  national  evaluation 
suggested.   The  General  Accounting  Office's  recently  released 
follow-up  study  includes  data  from  social  security  records  that  we 
believe  suggests  positive  long-term  benefits.   Data  from  the  study 
suggests  that,  during  the  fifth  year  of  followup,  young  men  out  of 
school  who  received  JTPA  services  had  annual  earnings  that  on 
average  were  about  $800  more  than  a  control  group  that  did  not 
receive  these  services. 

GAO  also  recently  produced  a  study  of  highly  regarded  local 
programs.   We  are  gratified  that  five  of  six  highly  regarded  local 
programs  identified  by  GAO  also  receive  JTPA  funds.   The  findings 
in  this  report  reinforce  many  of  the  results  of  recent  Labor 
Department  research  projects  and  support  the  directions  toward 
which  we  are  moving  job  training  programs.   They  clearly  indicate 
that  JTPA  training  programs  in  many  areas  have  an  extraordinary 
impact  on  individuals  and  communities . 
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Federal  Leadership  Promotes  Continuous  Improvement  in  the  Delivery 
System 

These  positive  results  demonstrate  that  funding  for  adult 
and  youth  training  programs  are  a  sound  investment.   However,  we 
at  the  Department  of  Labor  want  to  assure  that  services  will 
continue  to  improve.   For  this  reason,  the  Department  has 
launched,  with  our  State,  local  and  association  partners, 
technical  assistance  and  monitoring  activities  to  improve  program 
quality  and  system  performance  and  embed  quality  practices  within 
the  broad  job  training  and  employment  system. 

One  of  the  most  prominent  examples  of  the  Department's 
efforts  can  be  seen  in  the  Enterprise,  which  promotes  quality 
practices  and  a  system  for  certifying  high  quality  dislocated 
worker  programs  at  the  State  and  local  levels.   The  Enterprise 
criteria  for  membership  are  similar  to  Malcolm  Baldrige  Award 
measures  and  standards  for  membership  and  were  developed  with  the 
help  of  Baldrige  Award  judges.   So  far  there  are  125  local 
grantees  who  are  members  of  the  Enterprise ;  all  have  an  entered 
employment  rate  above  80  percent  and  have  a  customer  satisfaction 
rating  of  75  percent.   The  Enterprise  is  currently  planning  on 
developing  a  new  set  of  products,  efficiently  building  on  products 
developed  by  another  of  our  major  quality  initiatives,  Simply 
Better!  which  focuses  on  guides  and  training  for  local  programs 
serving  low  income  adults.   Other  quality  initiatives  that  the 
Department  has  been  instrumental  in  developing  include:   the 
Promising  and  Effective  Practices  Network  (PEPNet)  engaged  in 
identifying  the  best  in  youth  programs;   the  Professional 
Development  and  Training  Panel  dedicated  to  enhancing  the 
knowledge  and  skills  of  front  line  staff  in  workforce 
development;  and  the  Employment  Service  Revitalization  in  which 
each  State  has  committed  to  refocusing  and  expanding  its  services 
to  improve  customer  satisfaction. 

In  addition  to  these  quality  improvement  initiatives,  the 
Department  of  Labor  supports  demonstration  projects,  evaluations 
and  basic  research  to  identify  and  test  promising  new  approaches 
to  providing  services.   Examples  of  current  R&D  include  the 
replication  of  the  Center  for  Employment  Training  (CET)  model. 
The  original  CET  site  in  San  Jose  was  shown  to  be  effective  in  two 
separate  net  impact  evaluations,  one  sponsored  by  the  Rockefeller 
Foundation  in  the  late  1980 's  and  the  other  conducted  by  Manpower 
Demonstration  Research  Corporation  in  1993.   In  these  random 
assignment  evaluations,  the  CET  program  increased  the  earnings  of 
minority  single  female  parents  by  $1,000  a  year  through  the  fifth 
year  of  follow-up.   In  the  second  evaluation,  CET  was  able  to 
increase  the  earnings  of  high  school  dropout  youth  by  $3,000  a 
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year  in  the  last  two  years  of  the  four-year  follow-up.   Based  on 
these  very  impressive  results,  we  are  replicating  the  CET  model  in 
16  sites  across  the  U.S.   One  replication  site  in  Reno,   Nevada 
and  funded  by  JTPA,  was  one  of  the  six  exemplary  programs 
identified  and  described  in  detail  in  the  GAO  report  I  mentioned 
earlier. 

Since  1990,  we  have  also  invested  over  $20  million  in  seven 
pilot  sites  for  the  Youth  Fair  Chance/Youth  Opportunities 
Unlimited,  in  which  resources  were  concentrated  in  relatively 
small  geographic  areas  in  the  hope  of  bringing  about  community- 
wide  change.   Preliminary  results  indicate  that  high  school 
dropout  rates  have  gone  down  in  six  of  the  seven  pilot  sites  and 
teen  parenthood  rates  have  declined  in  six  of  the  sites  for  which 
data  are  available. 

One  of  the  best  examples  of  demonstration  programs  improving 
program  performance  is  the  New  Jersey  dislocated  worker 
demonstration  funded  by  the  Department.   As  part  of  the  random 
assignment  evaluation  of  the  demonstration,  we  found  that  it  was 
possible  to  identify  dislocated  workers  who  would  likely  have  long 
spells  of  unemployment.   Such  "worker  profiling"  has  now  been 
incorporated  into  the  Unemployment  Insurance  (UI)  system,  and 
reemployment  services  are  now  provided  to  workers  expected  to  have 
long  stays  on  UI.   The  Congressional  Budget  Office  has  estimated 
that  worker  profiling  would,  assuming  a  30  percent  referral  rate 
to  services,  save  $764  million  in  UI  expenditures  over  the  next 
five  years . 

The  Labor  Department  is  in  the  forefront  in  applying  random 
assignment  evaluation  methods  to  social  service  programs.   These 
methods  have  been  developed  in  medical  science  to  test  new  drugs, 
and  are  widely  regarded  as  the  most  rigorous  and  valid  tests  of 
effectiveness.   Of  course,  we  are  learning  as  we  go  and  recognize 
that  great  care  is  needed  in  integrating  results.   We  realize 
that,  in  an  era  of  tight  budget  constraints,  there  are  risks  that 
the  findings  of  such  studies  will  be  used  to  eliminate  programs 
rather  than  improve  them.   However,  we  must  continue  to  refine  and 
utilize  this  critically  important  tool  for  continuous  improvement 
in  an  objective  manner. 

Creating  a  New  System  for  Workforce  Development  and  Labor  Market 
Transitions 

All  of  the  above  --  demonstrated  effectiveness,  efforts  to 
promote  continuous  improvement  throughout  the  system,  well- 
designed  demonstrations,  and  carefully  drawn  lessons  from 
evaluations  provide  a  strong  foundation  on  which  to  build  the  new 
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workforce  development  system,  which  we  have  been  moving  toward 
even  while  legislation  is  still  in  Conference.    In  addition  to 
this  new  system  for  adults,  we  hope  to  continue  with  the 
transformation  of  services  provided  to  youth  as  they  transition 
from  school  to  work,  a  topic  I  will  shortly  discuss. 

The  new  workforce  development  system  will  be  built  around 
the  One -Stop  Career  Center  concept,   which  we  expect  to  see 
embodied  in  new  legislation  as  the  centerpiece  of  a  new  system. 
One -Stop  Career  Centers  will  make  new  levels  of  information 
available  to  all  job  seekers  on  employment  openings,  skill 
requirements,  careers,  and  training  providers  and  transform  the 
current  fragmented  array  of  employment  and  training  programs  into 
a  coordinated  information  and  service  delivery  system.    One -Stop 
will  make  services  available  across  organizational  boundaries. 

Many  people  who  visit  the  new  One-Stop  system  will  need  help 
only  in  finding  a  job,  while  others  will  need  information  and 
guidance  in  deciding  on  their  career  track.   Still  others  will 
need  training  and  education  so  that  they  can  move  into  higher 
paying  work,  and  some  will  need  specialized  packages  of  services, 
especially  if  they  need  to  learn  the  basic  requirements  of  the 
work  world.   We  also  anticipate  that  millions  of  welfare 
recipients  who  are  entering  or  re-entering  the  workforce  through 
State  welfare  reform  efforts  will  benefit  from  One -Stop  Career 
Centers . 

With  the  Committee's  agreement  and  investment,  we  have 
already  begun  the  process  of  transforming  the  current  system 
through  the  award  of  One -Stop  implementation  grants  to  16  States 
in  1994  and  1995.    Six  of  these  States  have  already  opened  the 
doors  of  26  new  One-Stop  Career  Centers,  with  another  53  opening 
in  the  next  3  months.   Given  your  recent  funding  decision  for 
Fiscal  Year  1996,  we  expect  to  award  implementation  grants  to  up 
to  10  new  States.   Planning  and  Development  grants  have  been 
awarded  to  38  States  to  date. 

Illinois  received  an  implementation  grant  only  six  months 
ago  and  has  made  considerable  progress.   It  is  devoting  its 
Federal  grant  to  a  statewide  system  development  effort  and  will 
provide  funds  to  all  26  service  delivery  areas  for  the 
establishment  of  One -Stop  Centers. 

An  integral  part  of  the  One -Stop  system  is  labor  market 
information  on  job  openings,  occupational  trends,  training  and 
education  opportunities,  and  the  quality  of  such  providers.   Here 
too,  with  the  Committee's  endorsement,  we  have  already  begun  to 
remake  the  system  by  creating  a  new  initiative  called  America's 
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Labor  Market  Information  System  or  ALMIS.  Grants  for  development 
of  software  and  databases  were  awarded  by  the  Labor  Department  to 
seven  consortia  of  States.  Illinois  is  the  lead  State  in  one  of 
these  consortia  and  has  developed  short-term  occupational 
projections  which,  according  to  our  best  information,  are  being 
used  with  increasing  confidence  by  the  banking  industry  and  other 
users. 

Another  successful  initiative  that  we  at  Labor  have 
undertaken,  working  hand  in  hand  with  the  State  Employment 
Security  Agencies,  is  the  modernization  and  expansion  of  America's 
Job  Bank  (AJB) .   We  now  have  an  Internet  "web  site,"  available  24 
hours  a  day,  with  over  400,000  listings,  free  to  anyone  who  can 
access  the  Internet.   A  total  of  27  State  job  banks  are  now 
accessible  on  Internet.   Rating  services  and  trade  publications 
continue  to  give  high  "content"  marks  to  America's  Job  Bank,  and  * 
the  general  public  is  hungry  for  such  information.   In  April, 
there  were  over  5  million  "hits"  or  inquiries  to  the  AJB,  making 
it  one  of  the  most  frequented  addresses  on  the  Internet. 

Our  request  for  financing  the  new  system  includes  several 
components:   $150  million  for  continuing  the  One-Stop  and  LMI 
grants  that  will  help  jumpstart  implementation  of  training 
consolidation  legislation  and  $848  million  of  dedicated  employer- 
financed  trust  fund  monies  for  employment  services  under  the 
Wagner -Peyser  Act. 

Also,  to  ensure  that  the  transformation  of  the  unemployment 
insurance  system  will  continue,  and  that  States  will  have  the 
resources  to  streamline  their  operations,  we  are  requesting  $2.56 
billion  for  State  Unemployment  Insurance  programs,  which  is  $256.5 
million  above  the  FY  1996  appropriation  level.   The  request 
allows  for  funding  inflation  and  workload,  conversion  to  telephone 
claims -taking,  and  covers  administrative  costs  associated  with 
voluntary  tax -withholding  from  claimants'  benefits. 
Adequate  Funding  Needed  for  Adult  Training  and  Employment  Services 

One-Stop  is  designed  to  enhance  consumer  choice.   Such 
choice  will  be  further  enhanced  through  making  skill  grants  -- 
that  is,   purchasing  power  --  available  to  dislocated  workers  and 
low- income  adults  for  training  and  education.   If  we  are  to  meet 
the  needs  of  the  workforce  of  the  future  as  they  exercise  this 
choice,  adequate  levels  of  funding  for  training  targeted  to  low- 
income  and  dislocated  workers  are  critical. 

We  know  from  past  experience  that  each  year  there  are  likely 
to  be  around  20  million  people  seeking  new  employment,  including 
workers  experiencing  downsizings  and  layoffs  and  welfare 
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recipients.   Many  will  need  to  develop  or  upgrade  their  skills  to 
succeed  in  the  labor  market. 

The  Administration  is  requesting  $1.29  billion  to  provide 
services  to  636,600  dislocated  workers  and  $947  million  to  assist 
407,600  economically  disadvantaged  adults,  under  current  JTPA 
authority.   These  funds  --  a  total  of  $2.24  billion  --  will  be 
used  by  States  and  localities  to  provide  services  to  the 
disadvantaged  and  dislocated  workers,  both  for  training  and  other 
services  available  through  the  One -Stop  system.    To  help 
transition  to  the  new  workforce  delivery  system,  we  are  also 
seeking  authority  to  give  States  and  localities  flexibility  to 
move  up  to  20  percent  between  programs  for  disadvantaged  adults 
under  Title  II -A  of  JTPA  and  dislocated  worker  programs  under 
Title  III  of  that  legislation. 

In  addition,  we  are  requesting  $324.5  million  to  finance 
benefits,  job  search  and  job  relocation  allowances  to  workers 
dislocated  by  imports  and  provided  service  through  the  Trade 
Adjustment  Assistance  and  NAFTA  programs. 

In  addition  to  these  funds  for  services  for  poor  adults  and 
dislocated  workers,  we  are  also  requesting  $50  million  for  the  new 
Jobs  for  Residents  initiative.   This  venture  will  link  low- income 
adults  and  youth  in  Empowerment  Zones  and  Enterprise  Communities 
with  emerging  metropolitan-wide  employment  opportunities  and 
upgrade  their  technology  skills.   This  initiative  is  essential  to 
ensure  that  EZ/EC  economic  development  efforts  will  substantially 
benefit  the  residents  they  were  intended  to  help. 

The  Administration  also  requests  $15  million  to  demonstrate 
financing  approaches  that  will  increase  employer  investments, 
particularly  among  small  and  medium- sized  companies,  in  training 
their  own  workers.   Studies  suggest  that  employer- sponsored 
training  tends  to  be  one  of  the  most  effective  methods  of 
increasing  worker  earning  potential  and  skills.   The  incumbent 
worker  training  initiative  will  demonstrate  how  States  can  help 
increase  employer  investments  in  training  through  State -based  loan 
guarantees  or  other  financing  mechanisms. 

Youth  Initiatives  and  Programs 

The  Administration  requests  a  total  of  $2.6  billion  for  a 
variety  of  programs  that  assist  young  people  in  making  a 
successful  transition  to  the  world  of  work  and  family 
responsibility.   As  with  our  approach  to  building  a  new  workforce 
development  system  for  adults,  we  hope  to  change  key  system 
features  in  the  education  and  employment  experiences  of  youth,  as 
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they  transition  from  school  to  work.  As  you  heard  from  my  partner 
at  the  Education  Department,  Acting  Assistant  Secretary  Patricia 
McNeil,  the  Departments  of  Education  and  Labor  request  $200 
million  each  to  continue  assisting  States  to  develop  and  implement 
school -to -work  systems  within  the  mainstream  education  system  but 
also  encompassing  alternative  systems  for  youth  who  have  already 
or  are  on  the  verge  of  leaving  school.   A  key  element  of  school  to 
work  is  employer  involvement  -  -  our  particular  focus . 

Congress  passed  the  School -to -Work  Opportunities  Act  in  1994 
on  a  bi-partisan  basis.   Since  then,  27  States  have  received 
implementation  grants  and  13  have  received  planning  grants  to  make 
the  systemic  changes  needed  to  build  links  with  employers  and 
provide  school -to -work  services  such  as  internships,  career 
education,  and  applied  learning  in  the  classroom.   Grants  were 
also  awarded  to  46  local  partnerships  of  educators ,  employers  and 
labor  representatives,  with  an  additional  21  grants  provided  to 
local  partnerships  in  high  poverty  rural  and  urban  areas .   Both 
States  and  localities  have  tremendous  flexibility  in  using  these 
grants . 

In  order  to  assure  that  low- income  young  people  have  an 
opportunity  to  gain  a  first  job,  use  some  of  the  skills  they've 
learned  in  school,  and  build  their  knowledge  of  the  demands  of  the 
workplace,  the  Department  also  requests  $871  million  for  summer 
education  and  employment  opportunities  for  574,000  low  income 
youth  across  the  U.S.   We  are  also  asking  for  $127  million  for 
year-round  services  for  75,900  low  income  youth,  many  of  whom  are 
no  longer  in  high  school.   These  combined  funds  will  help  support 
efforts  by  workforce  development  boards  to  assure  that  at-risk 
youth  will  be  served  in  some  modest  way  in  the  new  employment  and 
training  system.    In  anticipation  of  the  new  legislation,  we  are 
also  seeking  continued  authority  to  permit  States  and  localities 
to  transfer  up  to  100  percent  of  funds  between  the  summer  and 
year-round  programs,  in  accordance  with  the  needs  as  determined  by 
decision-makers  on  the  scene,  not  far  away  in  Washington,  D.C. 

The  Administration  also  requests  funding  of  $1.15  billion 
for  Job  Corps  to  support  a  total  of  119  centers  ,  including  four 
new  centers  which  were  previously  approved  by  Congress.   These 
centers  will  continue  to  serve  some  of  the  most  disadvantaged 
young  people  in  the  U.S.  with  both  school  and  work-based  learning 
in  a  residential  setting.   Job  Corps  is  the  nation's  largest 
employment  and  training  program  for  at-risk  youth.   In  its  over  30 
year  history,  the  program  has  served  over  1.7  million  young 
people,  providing  education,  vocational  training,  social  skills, 
counseling  and  related  support  in  residential  Job  Corps  centers. 
All  Job  Corps  centers  operate  with  a  zero  tolerance  for  violence 
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and  drugs  policy  to  ensure  students  are  provided  a  safe,  secure 
living  and  learning  environment.   The  program  currently  operates 
with  110  centers  located  in  46  states,  the  District  of  Columbia, 
and  Puerto  Rico.   Over  the  next  two  years,  we  will  be  opening  nine 
new  Job  Corps  centers.   One  of  these  is  in  Chicago  and  is 
scheduled  to  open  in  the  fall  of  1997  to  serve  approximately  350 
students . 

But  even  with  School -to -Work  reforms,  year  round  and  summer 
youth  employment  programs,  and  the  Job  Corps,  the  problems  facing 
impoverished  youth  are  enormous  in  scope  and  cost  to  society.   In 
some  high-poverty  urban  neighborhoods,  dropout  rates  exceed  60 
percent  and  less  than  half  of  all  out-of-school  youth  are 
employed.   Among  male  high  school  dropouts  in  some  poor  areas, 
three  quarters  of  those  between  the  age  of  25  and  34  are  under 
some  form  of  justice  system  supervision,  according  to  a  1993 
National  Research  Council  report.   Among  poor  children  under  age 
6,  almost  half  had  mothers  who  were  less  than  20  years  old  when 
they  gave  birth.   Babies  born  to  teen  mothers  are  at  considerably 
greater  risk  for  low  birthweight,  which,  on  average,  generates 
additional  lifetime  medical  costs  of  $400,000. 

The  expense  to  society  of  these  impoverished  youth, 
particularly  those  who  do  not  graduate  from  high  school  or  get  an 
equivalency  degree,  is  staggering.   By  one  estimate,  the  total 
lifetime  costs  to  the  broader  society  of  a  cohort  16-24  year-old 
inner  city  drop-outs  is  around  $41  billion,  including  the  cost  of 
lost  earnings,  lost  tax  revenues,  and  expenditures  by  the  criminal 
justice  system  and  for  welfare  and  additional  health  care. 

Because  of  the  difficulty  in  effectively  serving  youth  in 
high-poverty  areas  and  the  overwhelming  need  to  do  so,  the 
Administration  also  requests  $250  million  for  a  pilot  project  we 
call  Opportunity  Areas  for  Out-of -School  Youth,  and  we  would 
welcome  the  opportunity  to  work  with  the  Committee  on  its  details. 
The  initiative  would  channel  funds  to  high-poverty  urban  and  rural 
areas,  where  local  officials  would  develop  comprehensive  services 
to  saturate  strictly  defined  neighborhood  areas.   Our  proposed 
initiative  would  have  as  its  goal  increasing  employment  among  out- 
of-school  youth  in  high-poverty  areas  to  80  percent.   We  hope  also 
to  increase  high  school  graduation,  college  enrollment,  and  wage 
levels  for  youth  in  these  areas .   Federal  funds  would  be 
competitive  "seed  grants"  lasting  5  years,  and  would  be  used  to 
leverage  State  and  local  as  well  as  private  funds  to  sustain 
public-private  efforts  to  train  and  employ  youth  residents  in 
private  sector  jobs.   The  federal  share  would  decline  over  five 
years  as  the  share  of  funds  from  other  sources  increased. 
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Toward  a  New  Federal  Role 


Federal  investment  in  employment  and  training  services, 
whether  for  the  general  population,  the  dislocated  worker,  or  the 
poor,  is  critical.   As  President  Clinton  noted  in  his  State  of  the 
Union  address  this  year,  education  and  training,  with  support  from 
government,  is  critical  to  adults  if  they  are  to  achieve  economic 
security.   Secretary  Reich  has  also  said  that  government,  even  if 
it  can't  insulate  people  from  change,  can  help  them  adapt  to 
change,  particularly  by  making  it  possible  for  them  to  acquire  the 
skills  that  are  so  important  in  a  the  new  "knowledge  economy." 

But  this  investment  of  federal  dollars  must  be  matched  by 
recasting  the  federal  role  in  regard  to  the  States  and  localities 
which  receive  the  funds  and  provide  the  services.   With  the  hoped- 
for  enactment  of  new  legislation,  States  and  localities  will  have 
even  greater  discretion  in  how  they  use  the  federal  taxpayer's 
money.   As  the  federal  partner,  we  still  bear  responsibility  to 
ensure  basic  compliance  with  the  law  and  to  seek  new  ways  for 
improving  the  quality  of  programs  so  that  federal  funds  are  used 
wisely  and  effectively.   The  federal  role  must  become  even  more 
one  of  leadership  to  promote  quality  improvements  in  the  system. 
We  agree  with  Professor  Donald  Kettl,  of  the  University  of 
Wisconsin  and  the  Brookings  Institution,  who  said  that  in  this 
brave  new  world  of  block  grants,  the  federal  level  will  need  to 
"promote  learning  among  states  by  serving  as  a  clearinghouse  of 
information,  techniques  and  strategies."  As  Dr.  Kettl  notes, 
there  are  highly  varying  capacities  among  States  and  for  this 
reason,  the  federal  level  will  also  need  to  provide  extensive 
technical  assistance.   Our  experience  with  the  early  days  of  JTPA 
also  suggests  that  prudent  public  management  requires  some  level 
of  federal  oversight  and  regulation  to  minimize  fraud  and  abuse. 

We  have  already  begun  the  process  of  transforming  ETA.   We 
are  moving  toward  a  streamlined  federal  workforce  that,  in 
collaboration  with  our  stakeholders,  will  focus  on  facilitating 
real  improvements  in  the  quality  of  services  and  outcomes  to 
clients,  rather  than  the  more  limited  emphasis  of  the  past  on 
basic  compliance,  paper-based  audits,  and  process  rather  than 
outcomes.   We  plan  to  do  this  with  fewer  federal  staff.   Since 
transitioning  to  block  grants  for  JTPA  and  Wagner -Peyser  in  the 
1980' s,  ETA  staff  have  been  reduced  by  almost  60  percent.   Since 
1992,  agency  staffing  has  been  decreased  by  almost  19  percent  and 
if  the  1997  request  level  is  approved,  ETA  will  have  reduced  staff 
by  21  percent  with  370  fewer  FTE  over  five  years.   Although  over 
56  percent  of  our  staff  are  already  in  regional  offices,  we  are 
planning  to  shift  more  resources  away  from  Washington  so  that  we 
are  closer  to  the  customers. 
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But  there  are  limits  to  the  number  of  employees  that  can  be 
cut  from  a  federal  agency,  without  fundamentally  compromising  its 
ability  to  fulfill  its  mission.   With  the  proposed  cuts,  ETA  will 
be  at  a  bare  bones  level,  given  the  requirements  on  us  for 
oversight  and  our  responsibility  to  promote  widespread  quality 
improvements  in  services  and  outcomes  at  the  State  and  local 
levels  where  employment  and  training  programs  are  operated.   We 
are  asking  for  $125.7  million  for  our  salaries  and  expenses  so 
that  we  will  be  able  to  support  sufficient  staffing  levels 
necessary  to  close  out  JTPA  and  transition  to  a  new  workforce 
development  system. 

A  major  corporation  with  investments  of  over  $8  billion, 
managed  by  52  subsidiaries  and  over  600  local  franchises,  and  that 
oversees  payments  to  8  million  beneficiaries  of  around  $21  billion 
(as  we  have  in  unemployment  compensation)  would  not  arbitrarily 
downsize  for  fear  of  sacrificing  accountability  and  product 
quality.    Such  a  firm  would  make  sure  there  were  sufficient  staff 
in  the  field  and  at  headquarters  for  all  its  product  lines. 

Also,  if  it  wanted  to  stay  in  business  over  time  and  make 
sure  that  the  quality  of  its  products  were  steadily  improving, 
such  a  firm  would  conduct  the  research  and  development  that  allow 
for  major  innovations  and  steady  improvement  in  all  its  products. 
Our  request  for  research  and  development  is  $33.9  million,  just 
slightly  above  our  current  year  funding. 

Closing 

Mr.  Chairman,  the  Administration's  budget  reflects  what  we 
believe  can  be  done  and  done  better  in  this  new  economy:   We  can 
provide  working  people  with  better  tools  to  navigate  their  way 
through  a  more  volatile  labor  market  so  that  they  can  more  quickly 
find  employment  that  suits  their  abilities  and  needs.   We  can  make 
it  easier  for  them  to  find  accurate  information  about  new  jobs, 
careers  and  education  or  training  opportunities  so  that  they  can 
build  the  skills  that  will  enable  them  to  command  higher  wages. 
We  can  help  assure  that  those  whose  worklives  have  been  disrupted 
by  dislocations  have  the  financial  resources  to  pursue  new  skills 
or  find  new  jobs.  We  can  also  provide  incentives  and 
encouragement  to  businesses  to  build  the  skills  of  their  own 
workers  thus  enhancing  productivity  and  individuals'  ability  to  be 
competitive  in  their  career.   Building  on  successful  program 
models,  we  can  attack  decline  in  our  most  impoverished  communities 
by  providing  resources  for  training,  education  and  job 
transition,  and  thus  prevent  another  generation  from  missing  its 
place  in  the  mainstream  economy. 
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The  Department  of  Labor  has  assisted  our  State  and  local 
partners  in  making  great  strides  in  improving  the  quality  of 
employment  and  training  services.   We  have  high  quality  data  and 
evaluations  to  show  where  and  how  services  can  be  more  effectively 
delivered.   We  are  engaged  in  innovation  and  replication  of 
promising  models  to  improve  program  designs  and  enhance  success, 
particularly  with  our  most  impoverished  youth.   I  urge  you  to 
accept  the  Administration's  Fiscal  Year  1997  Budget  proposals  so 
that  we  may  show  the  American  people  we  are  willing  to  reform  the 
workforce  development  system  to  help  them  adapt  creatively  to  a 
changed  labor  market  and  to  attack  the  economic  desperation  in 
some  of  our  poorest  communities. 

This  concludes  my  prepared  remarks.   1  will  be  glad  to 
answer  any  questions  you  may  have. 
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Mr.  Bonilla.  Thank  you,  Mr.  Barnicle. 

Before  we  proceed  with  Mr.  Taylor,  Mr.  Obey,  did  you  have  any 
opening  remarks  or  statements  you'd  like  to  make? 
Mr.  Obey.  No. 

Opening  Statement — Mr.  Taylor 

Mr.  Bonilla.  We'd  like  to  continue  at  this  time  with  testimony 
from  Preston  Taylor,  who  is  the  Assistant  Secretary  for  Veterans' 
Employment  and  Training.  Mr.  Taylor? 

Mr.  Taylor.  Mr.  Chairman  and  members  of  the  subcommittee, 
thank  you  for  this  opportunity  to  discuss  the  fiscal  year  1997  De- 
partment of  Labor  budget  request  for  its  Veterans'  Employment 
and  Training  programs.  I  ask  that  my  full  written  statement  be  in- 
cluded for  the  record. 

It  is  true  that  the  veteran  population  as  a  whole  has  been  suc- 
cessful in  the  labor  market.  In  March,  1996,  veterans  as  a  class 
had  an  unemployment  rate  of  4.7  percent,  compared  with  5.2  per- 
cent for  non-veterans.  The  bad  news,  however,  is  that  in  the  same 
month,  the  unemployment  rate  for  veterans  aged  20  to  24,  those 
recently  discharged,  was  14.3  percent  compared  with  9.8  percent 
for  non-veterans  of  the  same  age. 

I  would  note  that  these  newly  minted  veterans  are  the  same  well 
educated,  computer  literate,  self  disciplined,  drug  free  men  and 
women  we  called  the  cream  of  the  crop  when  the  military  recruited 
them  some  four  years  earlier.  Unfortunately,  if  you  drove  a  tank 
in  the  military  or  were  in  the  artillery  or  the  infantry,  it's  tough 
to  put  those  types  of  jobs  in  your  resume  and  get  a  civilian  job. 
Even  as  a  medical  technician  with  10  years  of  experience  in  the 
military,  you  can't  get  a  job  in  a  hospital  without  a  license.  And 
an  Air  Force  or  Navy  jet  engine  mechanic  can't  get  a  job  at  Delta 
or  United  without  an  FAA  license.  And  these  credentials  take  time 
and  money. 

Other  bad  news,  Mr.  Chairman.  African-American  veterans  had 
an  unemployment  rate  of  8  percent,  and  female  veterans  7  percent. 
It  is  for  veterans  with  employment  barriers,  especially  service  con- 
nected disabled  veterans,  that  my  agency  exists  and  needs  ade- 
quate funding.  Each  at-risk  veteran  voluntarily  stepped  forward  to 
serve  his  or  her  Federal  Government.  Upon  their  return  to  civilian 
life,  that  same  Federal  Government  should  make  every  effort  to 
level  the  employment  playing  field  with  assistance  programs  tar- 
geted to  their  special  needs. 

Compared  to  our  recently  appropriated  fiscal  year  1996  operating 
levels,  the  President's  fiscal  year  1997  request  would  increase  the 
number  of  state  grants  available  to  help  veterans  and  transitioning 
service  members  into  jobs,  giving  emphasis  to  disabled  veterans 
graduating  from  the  VA's  vocational  rehabilitation  programs,  while 
continuing  to  support  the  transition  assistance  for  those  that  are 
leaving  the  military. 

Adequate  funding  also  is  needed  to  provide  safety  net  protection 
for  service  members  returning  to  their  civilian  jobs  for  military 
training  and  for  short  periods  of  active  duty.  I  consider  this  to  be 
a  national  security  issue.  For  today,  nearly  2  million  men  and 
women  in  various  reserve  components  comprise  the  critical  under- 
girding  of  our  Nation's  total  force  structure.  Without  the  confidence 
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of  reinstatement,  they  would  not  put  their  families  at  financial  risk 
to  go  to  the  Persian  Gulf,  Haiti  and  Bosnia  as  they  have.  My  Fed- 
eral staff  administers  that  job  protection  program. 

To  mitigate  the  impact  of  field  and  headquarters  personnel  re- 
ductions, the  agency  will  enhance  its  automated  management  infor- 
mation systems  for  uniformed  services  employment  and  reemploy- 
ment rights  cases,  grants  management  and  quarterly  reporting, 
and  will  achieve  efficiencies  through  cross  training,  relocation,  ex- 
panded utilization  of  remaining  staff,  and  decentralization  of  pro- 
gram operations  into  what  we  are  now  calling  regional  lead  cen- 
ters. 

Mr.  Chairman,  as  you  have  no  doubt  noted,  the  President's  pro- 
posed budget  would  eliminate  the  National  Veterans  Training  In- 
stitute. The  choice  was  to  increase  funding  for  state  grant  pro- 
grams that  use  veterans  employment  specialists  and  seek  alter- 
native forms  of  training,  rather  than  to  retain  the  agency's  con- 
tracted school  house  in  Denver,  Colorado,  and  reduce  funding  for 
veterans  employment  specialists.  Our  objective  has  always  been  to 
maximize  service  to  front  line  veterans  looking  for  job  related  serv- 
ices. I  can  assure  you,  Mr.  Chairman,  the  President  remains  com- 
mitted to  training. 

The  President  also  remains  committed  to  finding  jobs  for  home- 
less veterans.  As  it  turns  out,  our  $5  million  demonstration  pro- 
gram for  homeless  veterans  was  part  of  last  year's  Congressional 
rescission  package.  On  top  of  that,  the  program's  authorization  ex- 
pired in  September,  1995.  By  February,  1996,  when  the  program's 
authorization  was  extended  for  one  year,  fiscal  year  1996,  it  was 
too  late  to  include  funding  in  either  the  fiscal  year  1996  appropria- 
tions or  the  President's  fiscal  year  1997  budget  request. 

When  the  fiscal  year  1996  Senate  appropriations  report  noted  the 
committee's  concern  for  the  problems  facing  homeless  veterans  and 
urged  the  Secretary  of  Labor  to  provide  demonstration  funds  to 
meet  their  needs  in  fiscal  year  1996,  I  decided  to  put  $1.3  million, 
the  balance  of  my  available  Job  Training  Partnership  Act  discre- 
tionary monies  into  projects  that  would  assist  homeless  veterans  in 
cold  weather  states. 

Mr.  Chairman,  that  concludes  my  remarks.  I'd  be  glad  to  answer 
any  questions  you  might  have. 

[The  prepared  statement  follows:] 
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Statement  of  Preston  M.  Taylor  Jr. 

Assistant  Secretary  for 

Veterans'  Employment  and  Training 

before  the 

House  Appropriations  Subcommittee  on 

Labor,  Health  and  Human  Services, 

Education  and  Related  Agencies 

May  7,  1996 

Mr.  Chairman  and  Members  of  the  Committee: 

Thank  you  for  the  opportunity  to  discuss  the  fiscal  year  1997 
Department  of  Labor  budget  request  for  its  veterans'  employment 
and  training  programs . 

In  support  of  that  request,  I  would  like  to  share  with  you 
the  outstanding  accomplishments  of  the  Veterans'  Employment  and 
Training  Service,  or  VETS  as  we  call  it,  in  fiscal  year  1995.   The 
FY  1995  accomplishments  were  based  on  a  period  of  stability  and 
increased  productivity  as  we  enjoyed  the  benefit  of  an  improving 
partnership  with  the  State  Employment  Security  Agencies  that 
operate  our  programs.   Thus,  we  base  our  FY  1997  budget  request  on 
the  accomplishments  in  FY  1995.   I  will  address  our  work  with 
State  Employment  Security  Agencies,  or  SESAs,  to  help  unemployed 
and  hard  to  serve  veterans  and  servicemembers  soon  to  leave  active 
duty  by  providing  them   transition  assistance  services;  our  VETS' 
staff  work  to  protect  veterans'  reemployment  rights;  our  Job 
Training  Partnership  Act  services;  the  accomplishments  of  the 
National  Veterans'  Training  Institute;  and  an  accomplishment  in 
itself,  launching  the  Advisory  Committee  for  Veterans'  Employment 
and  Training. 

VETS'  main  resource  is  its  partnership  with  the  SESAs,  whose 
Disabled  Veterans'  Outreach  Program  specialists,  or  DVOPs,  and 
Local  Veterans'  Employment  Representatives,  or  LVERs,  diligently 
and  with  dedication,  deliver  direct  employment  and  training 
services  for  veterans . 

During  FY  1995,  our  joint  efforts  with  the  SESAs  took 
advantage  of  an  improving  economy  to  bring  the  unemployment  rate 
among  veterans  down  to  3.4  percent  by  year's  end. 

In  the  program  year  ending  June  30,  1995,  2.3  million 
veterans  registered  with  the  SESAs,  and  we  helped  566,000  into 
jobs.   The  SESAs  delivered  two  million  individual  service 
transactions  on  behalf  of  registered  veterans,  encompassing  a  wide 
range  of  employment  and  training  services  appropriate  to  their 
interests  and  needs  --  such  as  career  assessment,  interviewing, 
testing,  vocational  guidance,  counseling,  job  search  activities 
and  job  development.   Most  of  these  services  were  either  delivered 
directly  or  facilitated  by  the  DVOPs,  LVERs,  and  other  SESA  staff, 
or  were  obtained  through  referrals  to  supportive  specialists  or 
agencies.   In  providing  such  services,  VETS  staff  vigorously 
advocated  for  veterans'  priority  referral  to  jobs,  training 
opportunities  and  employability  development  services  mandated  by 
law . 
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VETS  is  redirecting  its  efforts  at  the  local  level  to  serve 
veterans  most  in  need  of  assistance.   This  focus  on  veterans  most 
in  need  is  illustrated  by  the  Memorandum  of  Understanding  recently 
executed  by  VETS  with  the  Department  of  Veterans  Affairs,  or  VA, 
which  focuses  our  efforts  on  serving  the  employment  needs  of 
disabled  veterans  in  VA's  vocational  rehabilitation  program.   This 
was  an  issue  last  year,  and  we  are  happy  to  report  we  have 
resolved  it.   We  will  have  DVOP  and  LVER  staff,  as  necessary,  work 
with  vocational  rehabilitation  sites  to  help  with  their  placement 
efforts  and  increase  the  placement  rate  of  these  special  disabled 
veterans . 

In  FY  1995,  more  than  152,000  military  men  and  women  and 
their  spouses  were  trained  in  3,520  transition  assistance  program, 
or  TAP,  job-readiness  workshops  at  about  200  military 
installations  in  the  U.S.  at  a  cost  of  approximately  $40  per 
participant. 

An  independent  national  evaluation  conducted  several  years 
ago  on  the  TAP  performance  estimated  that  servicemembers  who 
received  TAP  orientations,  on  average,  found  jobs  three  weeks 
earlier  than  did  servicemembers  who  did  not  participate  in  a  TAP 
workshop.   The  impact  of  the  TAP  program  continues  to  make  it  a 
valuable  investment. 

In  FY  1995,  VETS  successfully  closed  1,252  Veteran 
Reemployment  Rights  cases.   Eighty- five  percent  of  those  cases 
were  closed  within  90  days  of  filing.   The  total  of  1,387  cases 
opened  in  FY  1995  represented  a  15  percent  increase  in  program 
activity.   This  increase  can  be  attributed  in  part  to  passage  of 
the  Uniformed  Services  Employment  and  Reemployment  Rights  Act, 
known  as  USERRA,  that  strengthened  the  law  protecting  an 
individual's  right  to  return  to  his  or  her  civilian  employment 
from  uniformed  service  without  a  loss  of  seniority  or  benefits 
based  on  seniority  while  on  active  duty.   USERRA  also  expanded  to 
more  than  1.9  million  the  pool  of  individuals  eligible  for  such 
protections  from  discrimination  because  of  their  affiliation  with 
the  uniformed  service. 

In  the  program  year  ending  June  30,  1995,  more  than  5,600 
service- connected  disabled,  Vietnam-era,  and  recently  separated 
veterans  received  training  with  the  $8,957  million  provided 
through  the  Job  Training  Partnership  Act  Title  IV,  Fart  C  (JTPA 
IV-C) .   Most  of  these  funds  were  competitively  awarded  through 
grants  to  14  states.   More  than  3,000  veterans  were  helped  into 
jobs. 

In  FY  1995,  the  National  Veterans'  Training  Institute, 
established  in  1986  by  Public  Law  100-323  and  known  as"  NVTI, 
trained  2,753  veterans'  service  providers  at  the  low  cost  of 
$1,162  per  trainee.   NVTI  training  increased  the  quality  of 
services  provided  through  the  development  of  revised  courses  to 
address  changes  in  the  program  requirements  of  TAP,  the  veterans' 
reemployment  rights,  and  case  management  services. 
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The  Advisory  Committee  on  Veterans'  Employment  and  Training 
was  chartered  to  provide  VETS'  external  constituencies,  such  as 
employers  and  veterans'  service  organizations,  with  a  forum  for 
advising  the  Secretary  of  Labor  and  the  Assistant  Secretary  for 
Veterans'  Employment  and  Training  on  the  broad  range  of  issues 
facing  veterans  as  a  group  and  VETS  as  an  agency.   The  ACVET 
issued  its  first  annual  report  to  the  Secretary  on  July  1,  1995. 

The  report  contains  useful  recommendations  on  veterans 
employment  and  training  issues.   As  we  look  to  FY  1997,  we  want  to 
build  on  our  successes  in  FY  1995. 

In  FY  1996,  VETS  has  encountered  difficulties  in  the  delivery 
of  its  services  due  to  funding  reductions  and  uncertainties  that 
resulted  from  government  shutdowns  and  sequential  continuing 
resolutions.   I  note  that  -- 

as  of  February  1996,  States  had  only  1,536  DVOPs  and  1,336 
LVERs  in  place  instead  of  the  planned  totals  of  1,624  DVOPs 
and  1,371  LVERs ; 

and  that  vacancies  are  left  unfilled  by  SESA  managers  who 
understandably  become  extremely  cautious  in  times  of  reduced 
funding;  and  due  to  the  government  shutdowns,  TAP  workshops 
had  to  be  postponed,  and  NVTI  training  sessions  were  either 
canceled  or  postponed. 

Because  of  these  budgetary  circumstances,  VETS  may  not  be 
able  to  continue  its  proud  record  of  surpassing  previous  year 
achievements  in  productivity,  automation,  and  reengineering  for 
continuous  improvements  to  benefit  our  veterans.   The  "holding 
action"  in  FY  1996  is  critical  now  because  of  the  cuts  in  the  DVOP 
and  LVER  programs  taken  in  recent  Conference  action  on  the 
President's  FY  1996  budget  request. 

Looking  ahead  to  FY  1997,  the  Administration  is  requesting  a 
total  of  $178,870,000  for  veterans'  employment  programs,  a  5% 
increase  over  the  funding  level  provided  in  recent  Conference 
action  on  the  budget  request  for  FY  1996.   This  includes 
$157,118,000  for  grants  to  States  that  would  fund  1,397  LVER 
positions  and  1,598  DVOP  specialist  positions,  and  $21,752,000  for 
administration  that  would  fund  250  Federal  positions. 

Although  the  President's  FY  1997  budget  request  does  not 
provide  for  full  funding  of  the  State-grants  programs  as 
authorized  by  statute,  it  does  seek  an  rggressive  program  increase 
over  the  FY  1996  Congressional  levels.   The  President's  FY  1997 
request  would  begin  increasing  the  number  of  DVOP  and  LVER  staff 
available  to  help  veterans,  particularly  those  participating  in 
the  VA's  vocational  rehabilitation  program,  and  transitioning 
servicemembers  into  jobs.   The  funding  level  requested  would 
enable  VETS  and  its  State  partners  to  give  emphasis  to  disabled 
veterans  graduating  from  vocational  rehabilitation  programs  by 
increasing  staff  resources  for  this  purpose,  while  increasing  TAP 
support,  and  initiating  a  marketing  campaign  to  encourage 
employers  to  hire  veterans . 
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Services  to  veterans  by  the  front-line  providers  in  VETS' 
delivery  system,  the  DVOP  and  LVER  staff  in  the  State  Employment 
Security  Agencies,  will  continue  as  the  key  component  of  VETS' 
operations.   DVOP  and  LVER  activity  in  FY  1997  would  continue  to 
include  all  legislatively  prescribed  responsibilities  for  ensuring 
that  veterans  become  job- ready  and  are  properly  assisted  in 
securing  employment  and  training  suited  to  their  individual  needs, 
with  continued  priority  being  given  to  disabled  veterans.   VETS 
will  work  with  the  SESAs  to  intensify  assistance  given  to  VA 
vocational  rehabilitation  sites  and  provide  intensive  employment 
assistance  to  disabled  veterans  about  to  graduate,  or  graduating 
from  this  VA  program. 

We  support  the  Department's  One-Stop  initiative  because  we 
believe  it  is  an  opportunity  to  improve  on  how  we  deliver  service 
to  veterans  and  to  test  how  we  can  use  our  dedicated  resources, 
the  DVOPs  and  LVERs,  to  serve  our  veterans  better.   We  are 
continuing  to  work  with  the  Employment  and  Training  Administration 
in  the  development  of  the  One-Stop  efforts. 

The  presentation  of  TAP  workshops  is  a  key  priority  within 
the  $21,752,000  requested  for  VETS'  various  administrative 
activities.   These  three-day  sessions  are  being  increasingly 
supported  by  SESA  and  VETS'  personnel.   A  program  increase  is 
requested  for  TAP.   This  increase  will  enable  the  shifting  of 
workshop  presentations  among  DVOP  and  LVER  staff,   federal  staff 
and  contractor  facilitators  and  thus  free  DVOP  and  LVER  resources 
to  help  veterans,  particularly  special  disabled  veterans. 

This  program  increase  will  allow  TAP  workshops  to  be 
presented  to  more  than  164,000  servicemembers .   This  program 
increase  avoids  having  unduly  large  classes  thereby  increasing  the 
quality  of  the  TAP  workshops. 

VETS  will  also  establish  a  Regional  Lead  Center  to  monitor 
USERRA  operations.   The  Center  v/ill  provide  operational  guidance 
to  VETS'  field  staff  on  USERRA,  including  the  issuing  of 
subpoenas;  and  establish  processes  that  will  enable  the  more 
experienced  VETS'  VRR  program  staff  to  provide  technical 
assistance  to  others  as  needed.  • 

The  Veterans'  Employment  Programs  under  the  Job  Training 
Partnership  Act  will  continue  to  be  administered  through  grants  to 
States,  funding  only  the  most  effective  and  efficient  States 
through  a  competitive  process.   Based  on  this  approach,  we  expect 
that  more  than  2,500  veterans  will  get  jobs  with  the  $7.3  million 
made  available  for  this  program. 

VETS  also  expects  to  develop  outcome-based  measures  and 
standards  for  two  of  its  key  operations,  TAP  workshops  and 
DVOP/LVER  activities,  particularly  those  involving  VA  vocational 
rehabilitation  program  clients  and  special  category  veterans. 
Other  areas  of  emphasis  VETS  anticipates  pursuing  in  FY  1997 
include  the  direct  marketing  of  veterans  to  employers  and  the 
providing  of  special  employment  assistance  for  minority,  female, 
and  disabled  veterans  made  more  effective  through  better 
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accessibility  to  job  listings,  skilled  staff  and  use  of  enhanced 
technology. 

VETS  will  maintain  its  authorized  Federal  staffing  level  for 
FY  1997  at  250  FTE,  22  fewer  than  in  FY  1995.   To  ameliorate  the 
impact  of  field  and  headquarters  FTE  reductions,  the  agency  will 
enhance  its  automated  management  information  systems  for  veterans' 
reemployment  rights  cases,  grant  management,  and  quarterly 
reporting.   Also,  we  will  achieve  efficiencies  through 
cross-training,  relocation,  and  expanded  utilization  of  the 
remaining  staff. 

Finally,  we  will  decentralize  program  operations  into 
regional  lead  centers.   These  measures  will  ensare  that 
accomplishments  such  as  those  noted  for  FY  1995  continue  to  be  the 
trend  for  VETS. 

Our  budget  request  does  not  include  funding  for  NVTI .   The 
Administration  had  to  make  tough  decisions  during  tough  times. 
The  Administration  decided  to  increase  funding  for  DVOP  and  LVER 
staff  and  to  seek  alternative  forms  of  training.   The 
Administration  wanted  to  maximize  assistance  to  veterans  looking 
for  job-related  services.   We  remain  committed  to  training,  but 
with  the  realities  of  the  budget  situation  the  choice  between 
State-grant  funding  and  NVTI  was  very  difficult,  but  unavoidable. 
To  fully  train  our  staff,  particularly  new  personnel  hired  with 
our  proposed  increase  in  funding  for  State  grants,  we  must  be  both 
flexible  and  creative  in  the  use  of  our  more  experienced  in-house 
staff.   We  can  ask  State  grantees  to  use  their  existing  facilities 
to  train  staff  who  are  dedicated  to  providing  employment  services 
to  veterans.   Our  experience  is  that  practically  every  State  now 
has  an  excellent  training  system  for  its  employees.   By  providing 
to  the  States  those  materials  already  developed  by  NVTI  under 
contract  with  VETS,  we  believe  that  satisfactory  training  can  be 
provided  locally. 

I  also  want  to  address  jobs  for  homeless  veterans.   Over  the 
Administration's  objections,  earmarked  funding  for  this 
demonstration  program  was  eliminated  by  P.L.  104-19,  the  FY  1995 
rescission  bill.   However,  the  Administration  continues  to  support 
assistance  for  the  homeless,  including  homeless  veterans.   Within 
discretionary  Job  Training  Partnership  Act  (JTPA)  resources 
available,  we  have  funded  a  cold  weather  area  jobs  for  homeless 
veterans  program  during  fiscal  year  1996,  in  partnership  with  the 
Department  of  Housing  and  Urban  Development.   We  anticipate  that, 
using  our  resources  and  others  available  within  DOL  and  other 
agencies,  we  will  be  able  to  continue  to  serve  homeless  veterans 
in  1997. 

Mr.  Chairman,  I  appreciate  the  opportunity  to  discuss  the 
Administration's  FY  1997  budget  request  for  the  Veterans' 
Employment  and  Training  Service .   I  look  forward  to  working 
closely  with  the  Committee,  and  I  now  will  be  pleased  to  answer 
any  questions  you  might  have.   Thank  you. 
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Mr.  Bonilla.  Thank  you,  Mr.  Taylor  and  Mr.  Barnicle.  It  was  ex- 
cellent testimony  and  now  the  members  will  begin  their  question- 
ing. 

I  will  begin  by  telling  you  what  a  pleasure  it  is  to  have  you  here 
today.  It  gives  me  an  opportunity  to  brag  on  my  Job  Corps  training 
center  in  Laredo,  Texas.  It  was  very  nice  of  you  and  Mary  to  come 
by  a  few  days  ago  and  talk  about  the  success  of  Job  Corps,  and  es- 
pecially the  centers  in  my  district.  The  one  we  have,  of  course,  and 
the  one  that's  just  outside  my  district  in  El  Paso. 

I'd  like  to  start  by  asking  a  couple  of  questions  about  Job  Corps. 
Mr.  Barnicle,  in  our  oversight  roles,  we  often  focus  too  much  atten- 
tion on  negatives  and  things  that  aren't  working.  In  some  cases, 
people  have  highlighted  poor  performing  Job  Corps  centers  instead 
of  highlighting  the  positive  results  of  some  things  that  are  going 
on  out  there. 

I'm  encouraged  that  Job  Corps  is  now  identifying  some  tech- 
niques that  work  well  in  some  Job  Corps  centers,  and  trying  to 
share  these  techniques  and  successes  with  other  Job  Corps  centers 
around  the  country. 

I'm  also  pleased  that  legislative  language  allowing  the  Civilian 
Conservation  Centers  that  do  not  meet  national  performance  stand- 
ards can  be  contracted  out  was  included  in  the  omnibus  fiscal  year 
1996  appropriations  bill.  If  these  efforts  don't  work,  I  think  the 
subcommittee  will  be  hard  pressed  to  continue  funding  the  poor 
performing  centers. 

POOR  PERFORMING  JOB  CORPS  CENTERS 

My  question,  Mr.  Barnicle,  is  has  the  Department  explored  the 
possibility  of  closing  historically  poor  performing  centers  and  re- 
placing these  centers  with  new  facilities  in  communities  that  would 
embrace  Job  Corps  as  they  have  in  Laredo? 

Mr.  Barnicle.  Yes,  Mr.  Chairman,  we  have  looked  at  that,  and 
are  looking  at  it  very  closely.  Ultimately,  if  poor  performing  centers 
continue  to  perform  that  way,  and  all  other  methods  of  redress  fail, 
that  may  have  to  be  done. 

I  think  what's  important  to  realize,  is  that  in  most  Job  Corps 
centers,  we  have  a  Federal  investment  that's  hundreds  of  millions 
of  dollars  in  facilities  and  in  developing  staff,  and  in  establishing 
relationships  with  the  business  community.  There  are  a  number  of 
steps  that  Job  Corps  can  take  short  of  closing  a  Job  Corps  center 
that  have  been  very  effective  in  turning  centers  around. 

We  have  Job  Corps  centers  that  have  gone  from  the  bottom  20 
list  to  the  top  10  or  15  list  on  a  pretty  recurring  basis.  But  some 
of  the  steps  that  can  be  taken,  and  are  taken,  include  dropping  a 
contractor  in  the  middle  of  a  contract  if  performance  is  awful,  or 
it  can  involve  moving  a  facility  from  one  location  to  another  in  a 
community  if  that  seems  to  be  necessary  in  order  to  make  Job 
Corps  work.  It  can  involve  subcontracting  various  functions  that 
Job  Corps  contractors  normally  provide.  And  we  do  all  of  those 
things  in  order  to  try  to  move  the  bottom  up. 

I  think  that  the  other  thing  we  need  to  concentrate  on  is  making 
sure  that  the  best  experience  in  Job  Corps,  as  you  said  earlier  in 
your  remarks,  get  shared.  Working  with  the  Job  Corps  centers  and 
the  Inspector  General,  Job  Corps  is  now  in  the  process  of  identify- 
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ing  what  are  those  characteristics  and  what  are  those  practices  in 
Job  Corps  that  ought  to  be  adopted  by  other  Job  Corps  centers. 
That  study  is  in  its  final  stages  and  should  be  available  soon  and 
it  will  be  used  with  all  Job  Corps  centers. 

UPGRADING  JOB  CORPS  OCCUPATIONAL  TRAINING 

Mr.  Bonilla.  Mr.  Barnicle,  what  efforts  are  the  Office  of  Job 
Corps  taking  to  upgrade  the  occupational  training  offered  in  the 
program  to  ensure  that  students  are  better  prepared  for  occupa- 
tions as  we  move  into  the  next  century? 

Mr.  Barnicle.  One  of  the  areas  that  Job  Corps  is  moving  aggres- 
sively into  is  working  much  more  closely  with  the  private  sector  in 
the  identification  of  those  skills  that  are  going  to  be  in  demand  in 
those  communities  that  young  people  are  going  back  to  after  they 
have  had  their  training.  And  we  are  working  with  the  private  sec- 
tor also  to  help  identify  not  only  generically  what  those  occupations 
in  demand  will  be,  but  what  are  the  specific  skills  sets  that  are 
going  to  be  necessary  if  they  are  going  to  be  successful  and  hired 
when  they  go  home. 

One  of  the  indications  of  Job  Corps  success  in  doing  that,  it 
seems  to  me,  is  the  way  in  which  its  placement  rate  has  increased 
over  the  last  couple  of  years.  It's  gone  from  about  57  percent  of  its 
overall  placement  rate  about  two  years  ago  to  73  percent  in  the 
program  year  1994.  That  includes  youngsters  who  have  jobs,  but 
also  includes  those  who  have  gone  to  higher  education.  But  the  job 
component  itself,  placement  in  good  jobs,  is  going  up. 

The  other  interesting  and  related  piece  of  evidence  that  quality 
placements  are  occurring  at  higher  rates  is  the  increase  in  one 
year,  this  last  year,  a  36  percent  increase  in  the  number  of  young- 
sters being  placed  in  jobs  that  pay  at  least  $6.00  an  hour.  We  think 
that's  another  important  indicator  that  we're  starting  to  do  a  better 
job  of  providing  that  skill  training  in  the  areas  and  in  ways  that 
are  relevant  and  appreciated  by  employers. 

INCREASED  HISPANIC  ENROLLMENT  IN  JOB  CORPS 

Mr.  Bonilla.  The  high  school  dropout  rate  for  Hispanic  youth  in 
our  Nation  still  hovers  at  around  50  percent.  Having  had  first-hand 
experience  with  this  at  my  high  school.  I  saw  very  clearly  that  it's 
a  sad  situation  that  has  not  changed  in  the  last  20  to  25  years. 

But  in  Laredo,  the  center  in  my  district,  and  the  David  Corasco 
Center  in  El  Paso,  adjacent  to  my  district,  have  been  very  success- 
ful in  reaching  out  to  some  of  the  dropouts  in  the  communities.  In 
fact,  92  percent  of  the  enrollees  at  Corasco  and  73  percent  of  the 
enrollees  at  Laredo,  are  high  school  dropouts.  Yet  the  placement 
rate  for  both  centers  is  more  than  78  percent. 

What  actions  can  the  Office  of  Job  Corps  take  to  ensure  that 
more  Hispanic  youth  can  enroll  in  Job  Corps  and  attend  centers 
which  have  proven  results  with  this  targeted  population? 

Mr.  Barnicle.  Well,  I  think  that  part  of  it  is  that  looking  at 
those  Job  Corps  centers  in  your  district  or  adjacent  to  your  district, 
which  I  believe  are  number  one  and  two  or  number  one  and  three 
in  the  country,  specifically  involves  looking  at  what  that  population 
seems  to  respond  to.  Now,  in  both  cases,  I  understand,  there's  been 
extraordinary  leadership  on  the  ground  by  directors  who  are  leg- 
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endary.  That  is  obviously  something  that  you  can't  clone,  but  you 
can  certainly  strive  for. 

I  think  that  the  other  dimension,  taking  some  of  the  principles 
that  are  involved  in  the  school  to  work  initiative,  the  notion  that 
training  and  education  need  to  have  both  a  work  place-like  and  a 
school  place-like  nature  to  them.  And  that  what  it  does  is,  it  makes 
education  relevant  to  these  youngsters. 

One  of  the  great  things  about  Job  Corps  is  that  it  takes  edu- 
cation out  of  the  classroom  only  setting  by  connecting  it  to  trades, 
and  often  to  employers,  in  a  way  that  enables  you  to  get  the  kind 
of  experience  that  you  need  to  tell  you  that  your  education  is 
worthwhile  and  is  going  to  make  a  difference  in  your  life.  You're 
seeing  it  applied  in  practical  applications,  whether  it's  in  a  machin- 
ery program  or  a  carpentry  program  or  whatever. 

I've  seen  kids  in  many,  many  of  these  programs.  The  change  in 
these  youngsters  is  marvelous  when  they  start  seeing  the  relevance 
of  the  education  they're  getting,  and  they  start  to  see  a  little  bit 
of  hope  for  their  own  futures. 

We  also  work  very  closely  with  community  relations  councils. 
Those  community  relations  councils  can  help  us  do  a  better  job 
both  of  reaching  out  and  getting  these  youngsters  before  they've 
dropped  out  or  when  they're  on  the  verge  of  dropping  out,  and  con- 
necting them  to  the  Job  Corps.  We  need  to  do  a  better  job  of  doing 
that. 

Mr.  Bonilla.  Thank  you,  Mr.  Barnicle. 

Mr.  Obey? 

RETIREMENT  OF  CAROLYN  GOLDING 

Mr.  Obey.  Mr.  Chairman,  before  I  begin  my  questions,  and  I 
hope  this  doesn't  come  out  of  my  time,  I'd  simply  like  to  take  this 
opportunity,  Mr.  Barnicle,  to  note  that  not  only  do  you  have  a  long 
previous  and  very  respectable  tenure  with  the  Employment  Train- 
ing Administration,  but  I  think  the  committee  ought  to  also  take 
this  opportunity  to  recognize  the  distinguished  career  of  Deputy 
Assistant  Secretary  Carolyn  Golding,  who  is  with  you  today,  and 
who  I  understand  is  going  to  be  retiring  at  the  end  of  this  year. 

Ms.  Golding,  this  committee  is  appreciative  of  your  support  and 
the  work  you've  done  through  the  years.  You're  retiring  as  one  of 
the  agency's  top  career  officials.  I  understand  you  began  in  the 
agency  as  a  management  intern  and  have  worked  your  way  up  the 
hard  way.  This  committee  appreciates  the  help  that  you've  given  us 
over  the  years. 

STREAMLINING  CLIENT  SERVICES 

Let  me  simply  ask  Mr.  Barnicle,  in  the  absence  of  job  training 
reform  legislation,  has  your  department  been  able  to  do  anything 
to  facilitate  consolidation  at  the  street  levels  to  try  to  produce 
streamlined  services  for  the  clients  that  you're  supposed  to  serve? 

Mr.  Barnicle.  Working  with  this  committee  in  the  funding  of 
the  one  stop  career  center  I  think  has  probably  been  the  most  im- 
portant single  thing  that's  been  done  to  try  to  make  it  easier  for 
our  citizens  to  navigate  this  often  complicated  maze  of  Government 
bureaucratese  in  ways  that  end  up  getting  them  better  jobs  and 
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better  training  opportunities.  I  think  that  I  visited  a  one  stop  cen- 
ter in  your  state  in  Waukesha  about  six  months  ago. 

Mr.  Obey.  Waukesha  is  the  deep  south. 

Mr.  Barnicle.  I  know  it  is.  [Laughter.] 

It's  the  deep  south  and  it  was  a  wonderful  day. 

Mr.  Bonilla.  I  thought  that  was  the  North  Pole.  [Laughter.] 

Mr.  Barnicle.  Everything's  relative,  Mr.  Chairman. 

In  any  event,  I  was  out  in  Waukesha,  and  I've  seen  employment 
service  offices  and  job  training  offices  over  the  years,  and  all  over 
the  country. 

Waukesha  was  one  of  my  first  experiences  of  going  back  and  see- 
ing what  this  one  stop  business  is  all  about.  And  I  have  to  tell  you, 
it's  very,  very  impressive.  And  this  is  happening  all  over  the  coun- 
try. It's  happening  both  spontaneously  and  through  investments 
that  we're  making  in  the  one  stop  career  centers. 

This  was  not  an  idea  that  was  just  spawned  in  Washington  or 
dreamed  up  by  somebody  one  night.  This  is  a  notion  that's  come 
from  the  field,  from  the  people  who  are  actually  trying  to  provide 
services.  It's  remarkable  how  different  it  is  when  you  walk  into  a 
center  like  that  in  Waukesha  compared  to  what  it  used  to  be. 

I  mean,  number  one,  I  think  that  the  people  in  this  business  now 
recognize  that  consumers  are  very  sophisticated,  and  if  you  want 
to  provide  a  consumer  with  a  reasonable  service,  you  have  to 
present  that  service  in  a  way  that's  going  to  make  that  person  be- 
lieve there's  something  here  professional  and  of  value  to  them.  Our 
one  stop  centers  are  demonstrating  that  to  people  all  over  the  coun- 
try. 

This  particular  one  stop  center  had  a  little  day  care  organization 
as  part  of  it.  Our  one  stop  centers  have  lots  more  technology  that 
help  integrate  programs.  For  instance,  in  that  center,  they  have 
touch  screen  technology.  So  even  somebody  as  computer  illiterate 
as  I  am  can  sit  down  at  the  touch  screen,  and  said  say,  okay,  I 
want  to  have  a  job  up  in  Mr.  Obey's  district  so  I'd  like  to  work  in 
Superior.  What  jobs  are  open  in  Superior,  Wisconsin,  dealing  with 
management  positions?  Using  the  touch  screen  technology,  you  can 
find  out  what  jobs  are  there,  how  much  they  pay  and  who  you  con- 
tact. 

There's  also  integrated  assessment  and  intake,  so  that  whether 
you're  coming  in  under  theoretically  the  welfare  jobs  program  or 
one  of  the  titles  of  JTPA,  you  go  through  a  common  intake  process. 
You're  assessed  in  a  similar  type  of  way,  and  there  are  efficiencies 
and  competencies  that  develop  in  doing  it  as  a  result  of  that.  I  was 
very  impressed.  I  think  that  that's  probably  the  most  important 
single  thing  in  integration. 

I  think  the  second  thing  is  something  that  you've  all  done  in  the 
last  few  days,  and  that's  in  the  new  agreement  on  the  new  appro- 
priation, you've  allowed  a  100  percent  fungibility,  so  to  speak,  of 
the  summer  money  in  the  JTPA  Title  II-C  year-long  youth  pro- 
gram. I  think  that's  important  in  terms  of  allowing  local  level  deci- 
sion makers  led  by  the  private  industry  council  to  decide  what  the 
ratios  ought  to  be  in  their  particular  location  based  on  what  their 
needs  are. 

Similarly,  in  the  adult  program,  between  the  disadvantaged 
adult  and  the  dislocated  worker  programs,  you're  moving  in  the 
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same  direction.  The  Administration  in  that  case  is  proposing  in  this 
budget  a  20  percent  fungibility.  We  want  to  make  sure  that  we 
don't  have  a  rush  to  disinvest  in  some  of  these  workers. 

JOB  TRAINING  PROGRAM  EFFECTIVENESS 

Mr.  Obey.  Let  me  just  ask  three  boilerplate  questions  all  rolled 
into  one.  I've  been  in  this  Congress  27  years.  I've  seen  job  training 
programs  come  and  go.  I've  seen  many  "reform  efforts"  in  the  job 
training  area.  I  think  it's  safe  to  say  that  a  lot  of  people  in  this 
society,  often  justifiably  so,  have  the  skeptical  view  that  a  lot  of 
these  programs  aren't  worth  a  tinker. 

I'd  like  you  to  respond  and  to  tell  us,  what  we  can  tell  our  con- 
stituents to  demonstrate  that  these  programs  are  becoming  much 
more  useful.  Second,  with  rqspect  to  the  summer  program,  you 
have  a  lot  of  criticism  about  "that,  that  it  really  does  not  teach 
young  people  to  do  anything  or  to  learn  anything  real  about  work. 
What  solid  evidence  can  you  give  us  that  that's  not  so? 

And  lastly,  if  you  take  a  look  at  the  GAO  report  on  JTPA,  which 
some  would  characterize  as  being  negative  on  the  program,  would 
you  give  us  your  analysis  of  how  you  see  that  GAO  report  on  the 
program? 

Mr.  Barnicle.  Sure.  For  the  first  question,  I  think,  as  with  most 
programs  and  institutions  in  the  job  training  business  as  a  whole, 
there's  been  a  pragmatic  operational  level  set  of  improvements  that 
have  been  made  in  these  programs.  That,  I  would  think,  is  the 
most  important  reason  why  I  have  more  confidence  now  than  I  had 
in  the  past  in  the  likelihood  of  training  really  making  a  difference 
in  somebody's  life. 

I  think  that  in  terms  of  JTPA,  specifically,  we've  seen  changes 
that  have  been  brought  about  by  Congress  in  the  amendments  to 
JTPA  in  1992.  I  think  those  amendments  resulted  in  a  couple  of 
very  important  things  happening.  One  important  thing  is  that  in 
our  regular  program  for  disadvantaged  adults,  there  was  a  real 
concern  that  that  program  was  not  dealing  with  the  hardest  to 
train  and  the  hardest  to  employ.  And  there  was  a  push  on  our  sys- 
tem to  do  that  and  to  do  it  better. 

As  a  result  of  that  push,  over  the  last  two  or  three  years,  since 
those  amendments  have  been  implemented,  we've  seen  a  dramatic 
improvement  in  the  system's  responsiveness  to  people  with  real 
problems.  So,  for  instance,  the  number  of  people  on  welfare  who 
are  now  served  in  our  Title  II-A  program  has  increased  in  the  last 
two  years  from  about  30  percent  to  over  40  percent.  The  number 
of  people  who  have  never  been  connected  to  the  work  force  has  in- 
creased dramatically.  The  number  of  people  who  have  reading  and 
math  skills  that  are  below  the  high  school  level  have  increased  dra- 
matically. 

And  when  I  heard  all  this,  I  said,  well,  that's  all  great,  but 
what's  happened  to  placements  and  what's  happened  to  how  much 
people  are  making  who  go  through  the  programs.  And  what  I 
thought  was  very  heartening  is  that  in  fact  the  placement  rates 
have  stayed  up  in  the  mid  sixties,  around  close  to  two  thirds  of  all 
the  people  who  go  through  this  program  end  up  three  months  later 
in  a  job  and  getting  a  salary  that  is  the  average  wage  now  is  over 
$7.00  an  hour.  And  while  wages  generally  for  people  in  this  cat- 
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egory  have  not  been  increasing,  wages  for  people  in  these  programs 
have  been  increasing  in  the  last  several  years  at  a  rate  that's 
ahead  of  inflation. 

So  I  think  on  that  particular  program,  we've  got  a  base  to  build 
on  in  the  new  legislation  that  seems  encouraging. 

DISLOCATED  WORKERS 

In  terms  of  dislocated  workers,  which  are  an  extraordinarily  im- 
portant and  growing  problem  in  this  country,  the  data  is  also  very, 
very  impressive  to  me.  So  maybe  I  have  a  standard  that's  too  low. 
But  I  know  how  tough  it  is  to  run  these  programs,  how  difficult  it 
is  to  deal  with  people  who  have  these  problems  in  their  lives. 

You  take  the  dislocated  worker  program.  Now  there's  a  program 
that  now  places,  if  people  go  through  training,  over  70  percent  of 
the  people  who  come  in  the  door.  And  they're  placing  them  at  over 
90  percent  of  what  their  past  hourly  wage  was  in  the  job  they  lost. 

Now,  the  Inspector  General  did  an  evaluation  of  this  program  on 
a  sample  basis  in  1995.  And  what  the  Inspector  General  found 
from  his  sample  was  that  about  two  years  after  a  person  completes 
a  program  like  this,  84  percent  of  them  are  back  to  work,  and  are 
back  to  work  at  approximately  100  percent  of  the  wage  that  they 
left.  In  fact,  58  percent  of  the  people  in  that  analysis  said  that  they 
were  better  off  in  the  job  that  they  were  in,  bouncing  back  from  the 
job  they  lost,  than  if  they  had  stayed  where  they  were. 

I  think  that  there's  a  lot  of  quality  improvement  that's  taking 
place  in  these  programs,  not  because  some  geniuses  sat  in  a  corner 
and  said,  this  is  how  it  all  ought  to  be  done,  and  give  you  the  three 
magic  principles,  but  because  pragmatically,  year  after  year  after 
year,  the  system  has  gotten  better.  And  there  has  been  more  of  a 
focus  on  getting  that  quality  better,  and  we've  invested  substan- 
tially in  it. 

The  Enterprise  that  I  mentioned  earlier  is  a  very  interesting 
partnership  between  state,  local  and  Federal  Government.  We've 
got  the  Baldridge  award  judges  working  with  us  and  that  coalition, 
to  put  together  the  kind  of  standards  we  needed  to  set  for  our- 
selves. Our  folks  who  meet  those  standards  against  those  quan- 
titative measurements  get  a  kind  of  Good  Housekeeping  seal  of  ap- 
proval from  the  Enterprise. 

I  can  tell  you  from  being  all  over  the  country  that  out  of  the  630 
SDAs  that  we  have,  the  125  that  have  made  the  cut  in  terms  of 
the  Enterprise  are  very,  very  proud  of  it.  That's  building  pressure 
for  an  improved  system. 

Obviously,  the  increased  investment  in  labor  market  information 
is  something  that  I  thought  for  years  we've  just  totally  under- 
invested  in.  People  need  that,  because  their  lives  are  much  less  se- 
cure employment  wise  than  they've  been  in  the  past.  They  need 
data  to  make  judgments  about  what  to  get  trained  in,  where  the 
jobs  and  what  the  occupations  of  the  future  are  going  to  be,  etc.  In 
terms  of  efficiency  and  effectiveness,  I  think  that  we've  come  a  long 
way  in  the  last  five  or  ten  years. 

EFFECTIVENESS  OF  SUMMER  PROGRAM 

The  second  issue  you  raised  was  on  the  effectiveness  of  the  sum- 
mer program.  I  think  the  summer  program,  again,  is  one  that's 
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been  evaluated  by  lots  of  folks.  It's  one  that  I've  seen  in  many, 
many  places.  The  summer  program  does  not  turn  14  and  15  and 
16  year  old  kids  into  Harvard  business  school  graduates.  I  think 
that  if  that's  our  standard,  then,  well,  maybe  this  isn't  the  program 
we  ought  to  be  investing  in. 

But  I  think  it's  really  important  that  these  youngsters,  mostly 
from  very  poor  backgrounds,  unlikely  as  heck  to  get  any  kind  of  a 
job  in  the  private  sector,  given  the  communities  that  they  are  grow- 
ing up  in,  get  this  first  opportunity  to  earn  a  buck,  to  know  what 
discipline  is,  to  learn  what  working  on  a  team  means,  to  follow  a 
structured  work  pattern  every  day  and  have  a  boss  who's  making 
sure  that  you  are,  and  to  produce  a  product  that's  of  some  value 
to  society. 

I  think  that  the  summer  program  is  extremely  important  in 
doing  that.  I  mean,  we  talk  the  work  ethic  and  this  helps  us  walk 
the  walk.  We  can't  just  tell  these  kids  to  get  jobs  and  then  not  pro- 
vide the  wherewithal  when  the  private  sector  can't  do  it  in  the 
community.  So  I  think  that  the  summer  program  is  extremely  im- 
portant. 

I  might  also  say  that  in  the  last  couple  of  years,  one  of  the  new 
things  that  I've  seen  coming  back  into  this  business  full  time  is 
that  there  is  now  an  educational  enrichment  component  to  about 
two-thirds  of  all  the  summer  job  programs  in  the  country.  What 
this  does  is  it  reduces  the  amount  of  grade  loss  that  occurs  during 
the  summer  for  these  youngsters,  who  are  prone  to  dropping  out 
of  school.  It's  very  important  that  they  feel  comfortable  and  sus- 
tained in  terms  of  the  grade  that  they  reach  the  year  before.  This 
helps  them  to  do  a  little  bit  of  that. 

GAO  REPORT  ON  JTPA 

The  final  question  was  on  the  GAO  report  on  JTPA.  GAO  has 
done  the  first  intensive  five  year  analysis  of  the  original,  what  we 
call  the  Abt  study,  the  long  term  JTPA  study,  and  the  findings 
from  that,  the  data  that  they  have  looked  at  are  very  positive  as 
far  as  we're  concerned.  We've  looked  at  the  data,  our  analysts  have 
begun  to  analyze  it  in  detail. 

We've  had  external  experts  look  at  it  for  instance,  Dr.  Andy  Sum 
from  Northeastern  University,  who's  one  of  the  preeminent  experts 
in  this  field.  We're  all  very  impressed. 

What  the  data  shows  is  that  in  every  single  category,  adult  male, 
adult  female,  male  and  female  out-of-school  youth,  the  four  cat- 
egories that  were  evaluated,  in  every  single  category,  a  person  who 
went  through  the  JTPA  program  in  the  mid  and  late  1980's,  was 
better  off  financially  five  years  later  than  were  a  control  group  that 
did  not  have  this  opportunity. 

We  think  that's  a  very  positive  result.  We  think  it  reinforces  the 
results  that  came  out  of  the  analysis  that  was  done  30  months 
after  the  students  were  trained,  which  demonstrated  that  for  the 
adult  component,  the  program  paid  for  itself  very  quickly. 

What  this  also  showed  was  that  even  for  youth,  where  there  had 
been  some  real  questions  based  on  the  original  JTPA  analysis,  even 
those  young  people  who  had  gone  through  JTPA  were  better  off 
than  those  who  did  not.  That  includes  young  males  who  in  the  fifth 
year  after  the  program  were  making  $800  a  year  more  than  young- 
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sters  who  hadn't  gone  through  the  program.  We  think  the  results 
are  very  positive. 

Now,  we're  going  to  have  a  debate  with  the  GAO,  because  the 
GAO's  methodology  suggests  that  this  was  less  successful  than  we 
think  it  is.  Our  interpretation,  and  certain  outside  experts  who 
we've  consulted  on  it,  are  very  positive  about  the  results  this  study 
shows. 

I  would  say  that  given  the  fact  that  the  program  has,  in  my  opin- 
ion, and  based  on  the  data  that  I  quoted  to  you  a  few  minutes  ago, 
improved  pretty  substantially  in  terms  of  the  difficult  group  we're 
now  dealing  with,  particularly  on  the  pay  side.  I  would  project  that 
the  next  JTPA  study  that  we  do,  based  on  the  program  that  exists 
now  as  opposed  to  one  that's  been  gone  for  several  years,  is  going 
to  show  even  bigger  paybacks  for  these  kinds  of  investments. 

Hopefully,  under  the  new  reform  legislation,  these  kinds  of  in- 
vestments will  be  even  more  effective. 

Mr.  Obey.  Thank  you. 

Mr.  Bonilla.  Thank  you,  Mr.  Obey. 

Mr.  Wicker? 

Mr.  Wicker.  Thank  you,  Mr.  Chairman. 

JOB  TRAINING  EVALUATION  EVIDENCE 

And  again,  questions  for  Mr.  Barnicle.  With  regard  to  the  job 
training  programs,  a  publication  of  the  U.S.  Department  of  Labor 
in  January  1995,  "What's  Working  and  What's  Not,"  a  summary  of 
research  on  the  economic  impacts  of  employment  and  training  pro- 
grams, stated  that  there  are  many  areas  where  little  thorough  and 
reliable  evaluation  evidence  is  available,  and  that's  a  statement  is- 
sued by  the  Secretary  of  Labor  as  late  as  January  of  last  year.  I 
wonder  what  has  changed  in  that  period  of  time  to  provide  more 
evaluation  evidence? 

Mr.  Barnicle.  I  think  that  this  particular  General  Accounting 
Office  study  that  we  were  just  referring  to,  which  has  now  taken 
the  experience  in  the  1980's  and  provided  additional  follow-up  data 
on  youngsters  who  went  through  that,  for  a  five  year  period  of 
time,  that's  helped.  I  think  we've  seen  additional  evaluations  come 
out  of  a  number  of  specific  job  training  programs.  I  would  mention 
the  CEA  program,  the  CET  program  that  began  in  San  Jose  and 
is  now  being  replicated  in  part  through  our  investments  in  various 
parts  of  the  country. 

That's  been  evaluated  in  a  couple  of  instances  and  has  been  very 
positive.  The  evaluation  of  the  Quantum  program,  which  is  a  drop- 
out prevention  program  that  we've  been  involved  in  funding,  which 
is  another  recent  addition  to  the  literature,  has  come  out.  So  I 
think  that  there  are  a  number  of  additional  specific  pieces  of  eval- 
uation that  have  come  out  and  have  added  to  the  evidence. 

Mr.  WICKER.  So  the  Secretary's  statement  is  still  largely  true, 
though,  that  there's  little  thorough  reliable  evaluation? 

Mr.  Barnicle.  I  would  say  that  the  statement  today  would  have 
to  be  that  there  is  a  growing  body  of  evidence  on  longer  term  eval- 
uation. I  certainly  don't  think  we've  reached  a  point  where  we  have 
the  level  of  evidence  and  the  sophistication. 

Let  me  just  make  a  point  here.  I  think  that  these  programs  have 
been  about  as  thoroughly  evaluated  as  any  type  of  Federal  domes- 
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tic  investment  that  I'm  aware  of.  I  would  say  that  they've  been 
evaluated  according  to  a  standard  that  is,  I  think,  unmatched  in 
Federal  Government  programs. 

The  application  of  random  assignment  of  variable  long  term  eval- 
uation to  social  science  and  human  services  programs  has  been 
more  extensively  done  with  regard  to  these  programs  than  any 
place  in  Government.  What  this  means  is  that  as  we  interpret,  we 
have  to  interpret  carefully  because  this  is  a  relatively  new  science. 
We're  applying  evaluations  outside  of  the  laboratory  in  natural 
science,  to  a  more  human,  more  variable,  and  more  complex  set  of 
phenomena. 

Mr.  Wicker.  Let  me  just  ask  you  about  a  couple  of  studies  that 
you  may  be  familiar  with.  The  national  JTPA  study,  Title  II  im- 
pacts on  earnings  and  employment  at  18  months. 

Mr.  Barnicle.  Right. 

Mr.  Wicker.  Which  according  to  my  information  showed,  for  ex- 
ample, that  the  program  had  no  statistically  significant  effect  on  ei- 
ther the  average  earnings  of  young  females  or  their  employment, 
that  the  program  has  had  a  large,  7.9  percent  negative  effect  on 
the  earnings  of  young  males  and  no  effect  on  their  employment, 
and  that  the  program  had  no  statistically  significant  effect  on  the 
average  earnings  of  adult  men. 

Mr.  Barnicle.  Right. 

Mr.  Wicker.  I  would  appreciate  your  commenting  on  that,  and 
I  realize  that  you  have  figures  which  you've  already  mentioned  in 
your  testimony  concerning  the  five  year  point. 

Mr.  Barnicle.  Right. 

SECOND  JTPA  NATIONAL  STUDY 

Mr.  Wicker.  And  I  wonder  about  that  five  year  point.  If  a  dif- 
ference of  $67  per  month,  that  far  out,  is  really  that  significant  for 
the  individual. 

Mr.  Barnicle.  Well,  I  guess  it  depends  on  what  your  invest- 
ments are.  The  investments  in  training  these  youngsters,  that  we 
were  making  during  that  period  of  time  was  I  think  less  than 
$1,000.  And  so  one  of  the  things  that's  been  difficult  in  evaluating 
what  the  impact  is  to  ask  other  questions:  what  is  a  reasonable  re- 
turn on  this  kind  of  an  investment,  and  what  kind  of  period  of  time 
should  you  expect  to  see  it  in. 

I  think  that  this  is  a  very  tough  problem  to  deal  with.  I'm  not 
trying  to  minimize  how  difficult  it  is.  I  understand  the  question 
and  I  think  it's  certainly  germane. 

What  we  draw  is  some  optimism  from  looking  at  the  longer  term 
analysis.  I  mean,  the  fact  that  in  the  fourth  and  fifth  years  there 
does  seem  to  be  some  significant  difference  showing  up  based  on 
our  definition  of  significance,  to  us  it  is  heartening,  because  we  do 
think  that  this  is  a  population  that  we  need  to  invest  in. 

But  what's  more  heartening  is  to  look  at  specific  programs  that 
have  taken  an  even  tougher  population,  the  migrant  and  seasonal 
farm  worker  population.  The  CET  program  in  San  Jose  is  the  ex- 
ample that  we  use. 

Mr.  Wicker.  But  back  to  my  question  concerning  the  18  month 
period.  You  don't  challenge  those  figures? 
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Mr.  Barnicle.  I  challenge  their  relevance.  I  challenge  the  rel- 
evance in  this  way,  that  the  program  that  research  evaluated  is  a 
program  that  no  longer  exists.  In  1992,  Congress  gave  very  specific 
directions  in  terms  of  how  they  wanted  both  the  youth  and  adult 
programs  to  change.  Now  the  characteristics  of  the  individuals  who 
are  being  treated  have  changed  dramatically,  and  also  some  of  the 
results  have  changed  dramatically. 

At  least  in  our  own  analyses,  we'll  see  how  they  show  up  in  fu- 
ture random  assignment  evaluations,  and  we'll  see  whether  they 
hold  up  when  compared  to  control  groups.  We're  hopeful  that  they 
will,  we  don't  see  any  reason  why  they  shouldn't.  But  you  know, 
I  think  that  this  is  a  tough  group  to  try  to  impact.  We  see  in  the 
long  term  study  and  in  the  changes  that  have  occurred  in  the  way 
the  programs  are  administered,  some  reason  to  be  optimistic. 

I  might  also  add  that  GAO  has  just  recently  produced  a  study 
that  I  testified  on  about  two  weeks  ago  on  exemplary  job  training. 
And  a  number  of  these  exemplary  job  training  programs,  in  fact, 
five  out  of  six  of  the  ones  they  really  studied  in  detail,  are  JTPA 
programs.  Those  were  the  ones  that  they  thought  had  dramatic  and 
very  serious  and  major  impacts  on  peoples'  lives,  and  many  of  those 
being  younger  people. 

I  think  that  we  could  have,  and  we  have  had,  many  interesting 
seminars  on  all  of  the  evaluations  that  have  been  done  on  the  im- 
pact of  various  investments  on  youth.  I  think  we  have  to  be  very 
careful  in  interpreting.  I  think  that  particular  study  is  one,  the 
JTPA  study  is  one  that  employed  very  new  methodology  in  the  so- 
cial sciences.  When  you  look  at  how  things  were  done,  one  certainly 
could  raise  numerous  questions  about  the  methodology. 

I  think  it's  extremely  important  that  we  continue  to  develop  it, 
get  it  more  sophisticated,  but  not  to  jump  to  conclusions  too  quick- 
ly, realizing  that  like  most  new  technologies,  there  are  bugs  that 
have  to  be  worked  out  as  well. 

We  have  to  look  at  a  whole  range  of  things,  look  at  that  evalua- 
tion, look  at  it  short  term,  look  at  it  long  term,  look  at  other  spe- 
cific evaluations  that  have  been  done  the  same  way  and  some  more 
different  ways  on  more  targeted  youth  activities,  and  look  at  the 
evidence  of  the  overall  numbers  that  are  produced  from  our  data 
information  system  in  terms  of  what  we  think  is  happening  with 
these  young  people. 

Mr.  Wicker.  If  I  could  just  ask  one  final  question,  Mr.  Chair- 
man. 

SUMMER  PROGRAM  EVALUATION 

With  regard  to  your  answer  to  the  ranking  minority  member  of 
this  committee  with  regard  to  the  summer  training  and  employ- 
ment program,  I  think  I  only  heard  your  impressions  of  the  value 
of  instilling  the  work  ethic  and  things  of  that  nature. 

A  specific  report  that  I  have  in  front  of  me  says  that  after  two 
or  three  years,  the  STEP  graduates  do  not  have  higher  graduation 
rates  or  higher  grades  than  a  control  group,  and  that  graduates  of 
the  summer  training  and  employment  program  were  no  more  likely 
to  be  working  than  the  control  group.  I  don't  think  I  heard  you  say 
that  you  could  quantify  any  information  to  counter  these  very  dis- 
mal statistics. 


155 

Mr.  Barnicle.  The  Inspector  General,  again,  did  an  evaluation 
about  two  years  ago  of  the  summer  youth  employment  program, 
and  so  did  a  research  organization  called  Westat  They  did  major, 
major  evaluations. 

What  they  found  was  reflected  in  the  comments  that  I  made. 
What  they  found  that  these  aren't  make  work  experiences,  these 
are  real  work  experiences  for  these  youngsters,  that  they're  well 
supervised,  and  that  they're  producing  a  product  or  a  service  that 
is  recognized  as  valuable.  They  are  in  jobs  that  are,  again,  real. 
They  are  learning  team  skills  and  they're  getting  educational  en- 
richment. 

I  think  that  those  are  all  extremely  positive  outcomes  that  we 
can  expect  of  this  kind  of  a  six  week,  relatively  low  cost  treatment, 
to  be  able  to  produce.  You  know,  I  was  saying  earlier,  you  can't  ex- 
pect to  get  dramatic  changes  in  peoples'  lives  by  putting  them  in 
a  highly  structured  work  experience  for  a  few  weeks  in  the  summer 
that  may  show  up  in  kind  of  qualitative,  quantitative  analysis. 

I  do  think  that  based  on  the  kind  of  programs  the  Inspector  Gen- 
eral says  that  we're  running  that  we  can  expect  these  youngsters 
to  have  a  better  appreciation  for  work  and  a  better  willingness  and 
probably  employability  skills  that  employers  will  value  when  they 
come  to  work.  What  it  does  in  terms  of  their  potential  to  drop  out, 
I  think  we'd  have  to  see  more  data  before  we  can  come  to  any  kind 
of  a  definitive  conclusion  on  that. 

Mr.  Bonilla.  Thank  you,  Mr.  Wicker. 

Mr.  Stokes? 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

Mr.  Barnicle,  on  the  first  page  of  your  formal  statement,  you 
make  the  statement,  "our  request  also  targets  high  unemployment, 
low  skill  levels  and  lack  of  work  experience  among  youth  and 
adults  in  some  of  our  poorest  communities." 

Also  at  page  73  of  your  justifications,  you  tell  us  there  are  4.7 
million  youth  ages  16  to  24,  living  in  inner  city  and  rural  areas 
with  poverty  rates  of  30  percent  or  higher.  You  tell  us  that  these 
youth  face  considerable  barriers  to  succeeding  in  life.  The  justifica- 
tion goes  on  to  indicate  that  in  some  of  these  areas,  the  unemploy- 
ment for  high  school  dropouts  exceeds  70  percent.  Is  that  right? 

Mr.  Barnicle.  Yes,  sir. 

UNEMPLOYMENT  STATISTICS 

Mr.  Stokes.  Let's  talk  for  a  moment  about  this  whole  state  of 
unemployment.  What  is  the  rate  of  unemployment  across  the  major 
segments  of  the  adult  United  States  population,  that  is,  taking  into 
account  males,  females,  whites,  African-Americans,  Hispanics, 
whatever  other  breakdown  you  have? 

Mr.  Barnicle.  Let  me  give  it  to  you,  if  you  would  like,  by  race. 
I  have  those  here. 

Mr.  Stokes.  Sure. 

Mr.  Barnicle.  In  April  1996,  the  unemployment  rate  among  all 
whites  was  4.9  percent.  The  rate  for  blacks  was  9.9  percent,  and 
for  Hispanics,  9.7  percent.  When  you  look  at  the  number  for  men 
20  years  and  over,  for  instance,  among  white  men  20  years  and 
over,  the  unemployment  rate  is  4.2  percent.  For  blacks,  it's  9.6  per- 
cent. And  I'm  not  sure  I  have  it  for  Hispanics,  it's  a  different  series. 
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The  unemployment  rates  in  the  inner  cities  are  a  whole  different 
ball  game.  The  unemployment  rates  in  the  highest  poverty  commu- 
nities in  America,  those  communities  where  in  a  census  track  basis 
30  percent  of  the  population  or  more  are  in  poverty,  the  unemploy- 
ment rates  for  black  dropouts,  for  instance,  young  men,  is  probably 
in  excess  of  70  percent. 

Fewer  than  30  percent  of  these  young  men  are  working.  You 
know,  16  to  24  years  old,  in  a  community  that's  not  producing 
many  jobs,  they've  dropped  out  of  school.  They  have  no  economic 
future.  It's  something  that  is  of  grave  concern  to  this  Administra- 
tion, as  you  know. 

OUT  OF  SCHOOL  INITIATIVE 

The  response  that  the  President  has  proposed  in  his  budget  is  a 
$250  million  out  of  school  initiative.  It's  designed  to  deal  exactly 
with  that  population  that  you're  referring  to.  These  youngsters, 
men  and  women,  have  a  huge  problem.  There  aren't  many  jobs  in 
their  communities,  and  they  don't  have  the  skills  to  get  the  few 
that  are  there,  or  to  get  outside  the  community  and  get  a  job. 

The  cost  to  themselves  and  to  their  families  is  heartache,  but  to 
all  of  us  in  broader  society,  in  terms  of  cost,  are  absolutely  enor- 
mous. I  think  it  was  the  Carnegie  or  Rockefeller  Foundation  that 
did  a  recent  study  where  they  showed  that  every  class  of  dropouts 
that  we  produce,  every  year,  costs  our  society  in  terms  of  lost  pro- 
duction, lost  taxes,  and  increased  costs,  incarceration,  welfare,  etc., 
over  $260  billion  over  the  lifetime  of  that  class,  $260  billion. 

On  an  individual  basis,  what  you  see  in  numbers  is  also  stagger- 
ing. The  difference  between  a  dropout  and  a  high  school  graduate 
throughout  society  is  over  $230,000  in  lifetime  earnings  and  over 
$70,000  in  taxes.  And  when  you  add  to  it  all  of  the  other  social 
costs  that  are  related  to  being  a  dropout  with  no  prospects  in  the 
toughest  communities  in  America,  it  simply  is  a  problem  we've  got 
to  deal  with. 

William  Julius  Wilson  has  looked  at  this  problem  extensively, 
probably  the  most  highly  respected  social  anthropologist  in  the 
United  States.  And  what  he's  focused  on  and  gone  back  to  is  the 
young  black  male.  And  he's  basically  said  that  if  not  the  cause,  cer- 
tainly a  major  cause  of  the  poverty  pathology  in  the  United  States 
today  is  male  joblessness  in  these  communities.  It's  simply  costing 
and  costing  and  costing. 

What  we're  trying  to  do  in  this  proposal  is  begin  a  real  serious 
discussion  in  this  country  and  in  this  committee  on  what's  the  ap- 
propriate way  to  respond.  I  mean,  what  we  do  know  is  that  the 
problem  of  poverty  is  increasingly  concentrated  in  America.  While 
we've  had  a  30  percent  increase  in  poverty  in  this  country  since  be- 
tween 1970  and  1990,  a  30  percent  increase,  we've  had  a  175  per- 
cent increase  in  the  presence  of  poverty,  in  those  poorest  commu- 
nities in  this  country. 

So  increasingly,  an  isolated,  poor,  uneducated  population,  living 
in  an  area  with  no  job  prospect,  is  what  is  out  there.  It  is  costing 
us  dearly,  and  we  need  to  find  some  solutions,  some  ways  to  give 
people  who  live  in  these  communities  hope,  a  hand,  and  a  way  out. 
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Specifically  what  we're  proposing  to  do,  suggesting  that  it  makes 
some  sense  to  do,  is  to  not  entitle  anybody  to  anything,  but  to  have 
a  highly  competitive  process,  where  if  a  community  thinks  that  it 
is  willing  to  make  the  kinds  of  investments  that  would  be  called 
on  by  them,  that  the  Federal  Government  would  be  willing  to  be 
their  partner,  in  a  limited  number  of  sites  with  significant  number 
of  dollars  where  this  problem  is  concentrated,  and  to  only  be  will- 
ing to  invest  in  those  models  that  the  research  says  work  for  these 
youngsters. 

And  only  where  the  private  sector  in  that  region,  not  merely  the 
individual  community,  has  said,  we're  going  to  step  up  to  the  bar. 
We're  going  to  assure  that  there  are  going  to  be  jobs  for  these 
youngsters  if  they  agree  to  try  to  be  tenacious  and  to  try  to  change 
their  lives  and  change  their  outcomes. 

So  a  concentrated  program  is  needed,  because  you  can't  change 
the  behavior  in  this  community  unless  you  change  the  peer  pres- 
sure. If  they  are  willing  to  changes,  in  one's  and  two's  and  three's, 
I've  seen  it  for  years,  we  can  do  wonderful  things  or  try  to  do  won- 
derful things.  But  if  you're  only  talking  about  ones  and  twos  and 
threes  in  a  neighborhood,  it  doesn't  make  any  fundamental  change. 

We  need  to  put  enough  in,  we  need  to  make  sure  that  we've  got 
the  tenacious  kids  in  that  community  signed  up,  we're  using  the 
principles  that  the  GAO  has  identified  as  being  those  principles 
that  are  essential  to  successful  training  programs,  and  we  simply 
can't  afford  to  disinvest  in  this  segment  of  the  population.  We  can't 
deal  with  welfare  reform,  in  my  opinion  and  in  the  opinion  of  many 
others,  in  an  effective  way  if  we  don't  deal  with  the  problem  of 
young  men  in  these  communities. 

We're  spending  a  tremendous  amount  of  money  on  welfare,  on 
the  consumption  side.  We  need  to  spend  more  money,  or  some 
money,  on  the  investment  side  and  try  to  create  the  possibility  of 
some  families  where  the  economic  possibility  of  some  families  in 
many  of  these  places  is  not  great  because  there's  no  job  there. 

How  many  young  people  do  you  know  who  can  afford  to  raise  a 
family  on  one  income?  In  many,  many  places  in  America,  that's  just 
not  really  feasible.  If  you  can  get  two  people  working  and  two  peo- 
ple producing,  then  the  possibility  to  have  a  family  and  to  have 
some  decency  and  some  hope  increases.  But  that's  what  this  nega- 
tive is  all  about. 

GRAVITY  OF  YOUTH  UNEMPLOYMENT 

Mr.  Stokes.  Well,  taking  into  consideration  everything  that  you 
have  said,  it  would  seem  to  me  that  what  this  also  portends  is  an 
even  more  ominous  picture  in  terms  of  the  future,  when  you  con- 
sider that  we  are  a  little  over  three  years  away  from  a  new  cen- 
tury, the  year  2000.  By  everything  that  we  know  demographically, 
we  will  be  entering  the  most  highly  technical  marketplace  ever 
known  to  mankind,  and  yet  we're  talking  about  not  properly  train- 
ing young  people  who  are  going  into  that  marketplace  in  the  year 
2000  and  beyond. 

As  you're  describing  it,  we're  talking  about  generations  of  people 
who  grow  up  and  who  have  never  had  a  job;  don't  have  a  social  se- 
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curity  number,  because  they've  never  had  a  job;  don't  know  any- 
thing about  dressing  properly  for  work;  don't  know  how  to  go  to 
work  on  time,  because  they  never  had  a  job  to  go  to;  and  know 
nothing  about  in  the  marketplace.  What  does  this  portend  for  the 
future  of  this  country? 

Mr.  Barnicle.  Well,  I  agree  with  you,  I  think  it's  very  serious. 
You  can  add  one  other  piece  of  demographic  information.  What  we 
do  know  is  that  the  youth  population,  this  very  age  group,  as  a  per- 
cent of  the  total  population,  is  growing  very  rapidly.  And  over  the 
next,  I  think  it's  15  years,  we  are  going  to  experience  another  bub- 
ble. 

And  so  when  we  look  at  the  crime  report  that  came  out  yesterday 
and  we  congratulate  ourselves,  as  we  should,  that  crime  is  going 
down,  we  have  to  look  underneath  that  a  little  bit  and  look  what's 
happening  to  teenage  crime,  look  what's  happening  to  youth  crime. 
We  know  that  this  age  group  produces  crime  at  a  rate  that's  about 
three  times  the  rate  in  the  average  population.  And  now  we  know 
that  we've  got  a  bubble  of  young  people  coming  through  the  system 
that  are  going  to  be  in  this  age  group,  and  for  the  next  15  years, 
we're  going  to  see  an  increasing  rise  in  the  proportion. 

All  the  criminologists  will  tell  you  that  what  you're  going  to  see, 
almost  inevitably,  is  an  increase  of  crime  in  the  broader  society. 
Well,  if  we  see  that  take  place,  and  we  have  the  kind  of  poverty 
pathology  that  exists  right  now,  then  I  think  the  severity  of  the 
crime  and  the  magnitude  of  the  crime  is  going  to  be  very  large,  and 
with  very,  very  negative  consequence  for  all  of  us. 

This  is  not  just  a  question  of  doing  something  nice  for  those  peo- 
ple. This  is  a  question  about  doing  something  that's  in  all  of  our 
interests  and  that  will  pay  off  for  all  of  us  if  we're  smart,  not  just, 
in  economic  terms  but  also  in  very  human  terms. 

Mr.  Stokes.  Thank  you,  Mr.  Barnicle. 

Thank  you,  Mr.  Chairman. 

Mr.  Miller  [presiding].  Mrs.  Lowey? 

Mrs.  Lowey.  Thank  you,  Mr.  Chairman. 

And  welcome,  nice  to  see  you  again.  We  appreciate  all  your  good 
work  and  we  thank  you. 

EMPLOYMENT  AND  TRAINING  AS  A  FEDERAL  RESPONSIBILITY 

A  couple  of  questions.  As  we  work  to  improve  many  of  these  pro- 
grams, and  we  appreciate  your  effort  in  looking  at  all  of  the  pro- 
grams and  making  sure  that  they  are  effective  and  actually  doing 
the  job  for  which  they  were  created.  Can  you  tell  us  why  employ- 
ment and  training  is  a  Federal  responsibility,  and  what  would  be 
the  consequences,  if  we  don't  make  this  investment?  How  heavily 
do  state  and  local  governments  invest  in  training? 

Mr.  Barnicle.  The  Secretary  has  talked  about  this  a  great  deal, 
as  has  the  President  from  time  to  time.  I  think  that  the  Federal 
nature  of  this  responsibility  is,  more  than  anything  else,  a  reflec- 
tion of  the  kind  of  economy  that  we  live  in.  You  know,  we  don't  live 
in  an  isolated  pocket  of  economic  communities.  We  live  in  a  very 
integrated  national  and  international,  increasingly  global  economy. 

Our  training  has  to  be  germane,  not  only  on  Main  Street,  it  has 
to  be  germane  in  Kobe,  Japan.  We  must  have  standards  that  are 
applicable  nationwide  that  we're  training  people  to.  Because  people 


159 

have  extraordinarily  mobility  these  days,  we  can't  predict  where 
job  growth  is  going  to  occur  with  any  great  sophistication  around 
the  country.  And  individuals  move  to  where  the  jobs  are  in  many, 
many  cases,  particularly  as  workers  and  companies  become  more 
technologically  specialized,  that  level  of  mobility  becomes  greater. 

So  I  think  one  factor  is  that  we're  part  of  a  national  and  a  global 
economy  and  people  have  to  be  prepared  to  respond  to  that  na- 
tional demand. 

I  think  a  second  thing  about  these  kinds  of  programs  is  that 
these  programs  are  targeted.  Now,  there  could  be  a  debate  about 
how  targeted  these  programs  are.  Some  would  like  to  see  them 
more,  some  would  like  to  see  them  less  targeted.  But  the  fact  is, 
they're  virtually  all  targeted  in  a  couple  of  ways.  One,  we  have  for- 
mulas that  target  money  based  on  the  amount  of  unemployment 
and  poverty,  etc.,  in  the  general  community.  And  that  applies  to 
virtually  all  of  the  JTPA  programs. 

But  in  addition,  we  have  some  extraordinary  targeting,  and  by 
providing  the  Secretaries  of  Labor,  historically,  with  a  substantial 
amount  of  discretionary  resources  those  resources  are  again  tar- 
geted based  on  urgent  need,  whether  it's  a  flood  in  the  Missouri 
River  or  whether  it's  a  series  of  layoffs  in  the  upper  Midwest  in  the 
auto  industry.  And  being  able  to  go  into  those  situations  with  these 
resources  is  extremely  important. 

What  you  often  find  is  that  exactly  at  that  moment,  when  a  com- 
munity really  has  a  problem  it  has  to  respond  to,  that's  when 
they're  at  least  able,  from  their  tax  base  standpoint  and  private 
sector  standpoint,  to  respond  to  those  needs.  So  the  Federal  Gov- 
ernment, taking  advantage  of  this  national  economy,  becomes  kind 
of  a  buffer  against  cyclical  and  structural  employment  related 
change  in  a  local  community. 

Now,  having  said  that,  of  course,  the  way  the  program  is  deliv- 
ered is  very  much  a  block  grant  to  state  and  local  levels.  It  will  be 
more  of  a  block  grant  under  the  new  legislation  and  there  will  be 
more  individual  choice  about  where  they  take  their  training  and 
what  they  should  be  trained  in  under  the  new  legislation.  But  this 
is  still  a  program  that  is  locally  run,  having  private  business  people 
calling  the  shots  in  terms  of  where  we  should  be  investing  our  dol- 
lars and  who  should  we  be  investing  them  on  at  the  local  level. 

Now,  there  are  more  constraints  on  it  right  now  than  we  would 
all  like.  But  even  in  the  action  of  this  committee  in  the  1996  appro- 
priation, some  of  those  constraints  have  been  substantially  re- 
duced. And  we've  moved  in  the  direction  of  a  much  more  integrated 
locally  driven  program. 

OPPORTUNITY  AREAS  FOR  OUT-OF-SCHOOL  YOUTH 

Mrs.  Lowey.  In  your  testimony  you  talk  about  your  proposal  for 
a  new  out  of  school  youth  program,  which  will  cost  $250  million 
next  year.  This  certainly  is  a  significant  investment  of  taxpayer 
money.  Could  you  explain  to  the  committee  why  this  program  is 
necessary?  Aren't  we  already  providing  for  training  services  to  this 
same  population?  We've  been  hearing  all  year  that  "there  are  X 
number  of  programs",  "we  don't  need  all  those  programs",  "let's 
consolidate  them",  and  yet  here  we're  creating  a  new  program. 
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Mr.  Barnicle.  Well,  I  think  there  are  a  couple  of  different  ques- 
tions. One,  why  do  we  need  it?  I  think  we  need  it  because  the  way 
in  which  our  normal  job  training  programs  run  with  formula  fund- 
ed activity,  we  provide  a  somewhat  targeted  relatively  thin  layer 
of  resources  to  communities  all  over  the  country. 

Now,  on  the  dislocated  worker  side,  we  have  a  pot  of  dollars  right 
now  of  about  $300  million  is  that  is  awarded  during  periods  of  ex- 
tensive or  intensive  economic  need  based  on  a  dislocation,  plant 
closings,  base  closings,  etc.  The  Secretary,  in  that  case,  can  release 
this  very  intensive  treatment  in  a  situation  where  our  regular 
funded  program  would  not  be  sufficient.  And  we've  had  them  in 
virtually  every  community  represented  here  on  the  Committee 
when  that's  been  necessary. 

On  the  youth  side,  we've  got  a  very  special  problem.  We've  got 
pockets  of  poverty  in  this  country,  increasingly  concentrated  pov- 
erty in  this  country.  And  in  those  communities  we  have  virtually 
no  employment  for  our  young  people,  particularly  for  people  who 
drop  out  of  high  school.  And  we  can  say  that's  a  choice  that  they 
made. 

But  when  we  say  that,  we  pay  enormous  costs  for  their  children, 
for  their  incarceration,  and  enormous  costs  in  terms  of  lost  produc- 
tion, lost  tax  revenues,  etc.  So  what  we're  saying  is,  we  need  kind 
of  an  analogous  notion,  that  where  you  have  extensive  and  inten- 
sive levels  of  extraordinary  underemployment  and  unemployment, 
and  poverty  communities,  that  if  communities  are  tenacious 
enough,  if  they're  willing  to  get  their  act  together  and  organize  and 
come  up  with  scarce  resources  and  bring  their  business  community 
into  a  real  partnership  with  real  jobs  involved,  then  we  would  be 
willing  to  match  them  in  terms  of  that  level  of  commitment  when 
they're  ready. 

But  they'll  have  to  compete.  There's  no  entitlement  here.  They'll 
have  to  compete  with  lots  of  other  people  for  the  opportunity  to  get 
those  resources  to  try  to  make  that  change. 

So  that  in  a  nutshell,  is  what  we're  proposing.  Now,  in  terms  of 
how  this  fits  into  the  philosophy  of  the  new  legislation  where  we're 
consolidating,  we  think  that  the  at-risk  youth  section  of  the  new 
consolidation  legislation,  as  it's  being  developed,  should  make  pro- 
vision for  an  approach  like  this  similar  to  the  way  it  will  make  pro- 
vision in  that  law  for  special,  targeted  assistance  for  communities 
where  there  are  base  closings,  mass  layoffs,  etc.  So  we  think  it's 
consistent  with  it,  although  I  can  understand  why  you'd  have  a 
question. 

VETERANS  EMPLOYMENT  SERVICES 

Mrs.  Lowey.  Thank  you.  And  Mr.  Taylor,  can  you  discuss  for  us 
how  veterans  gain  access  to  employment  and  training  services  at 
the  local  level?  Could  we  possibly  be  doing  a  better  job  of  delivering 
training  to  vets  at  the  local  level?  I  wonder  if  you  have  any  sugges- 
tions or  what  you  would  propose?  Or  do  you  think  it's  just  fine? 

Mr.  Taylor.  No,  I  don't  think  it's  just  fine.  But  it's  not  really 
that  bad,  either. 

Last  fiscal  year,  there  were  about  2  million  veterans  that  came 
into  the  employment  offices  across  the  country  looking  for  services. 
And  we  were  able  to  help  about  1.8  million  of  those  veterans.  And 
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of  that  number,  we  found  jobs  for  567,000.  So  we  don't  think  that's 
too  bad. 

My  main  concern  is  those  veterans  that  have  certain  barriers. 
Earlier,  I  testified  that  young  veterans  between  the  ages  of  20  and 
24,  their  unemployment  is  about  14.8  or  14.9  percent.  And  that's 
higher  than  any  number  heard  today.  And  you  wonder  why  this  is 
the  case. 

And  we've  looked  into  it.  And  what  we  have  found  is  that  these 
young  people  volunteered  for  the  military,  they  got  off  that  esca- 
lator, and  their  contemporaries  that  did  not  join,  their  careers  kind 
of  kept  going  along. 

And  in  our  transition  assistance  workshops,  where  we  teach 
these  young  people  how  to  write  resumes,  dress  for  interviews,  do 
an  interview  and  those  kinds  of  things,  we've  found  a  lot  of  fear. 
There's  a  lot  of  concern  about  coming  back  into  the  private  sector. 
And  so  all  these  problems  result  in  high  unemployment  for  the 
young  veteran. 

We've  heard  Assistant  Secretary  Barnicle  talk  a  lot  about  the 
problems  in  the  inner  city,  and  with  minorities  in  regard  to  unem- 
ployment, high  unemployment.  We  see  the  same  thing  with  minor- 
ity veterans,  very  high. 

The  number  of  women  joining  the  military  is  going  up.  And  we 
think  that  that's  because  of  the  barriers  to  women  doing  non-tradi- 
tional female  jobs  in  the  military  is  dropping.  We  see  them  on  the 
flight  lines,  we  see  them  in  shops,  we  see  them  flying  airplanes. 
And  so  the  opportunities  for  women  in  the  military  have  gone  up. 

So  therefore,  we  are  seeing  more  female  veterans.  And  yet,  their 
unemployment  is  very  high,  too.  And  so  we  think  we  need  to  ad- 
dress that  issue. 

DISABLED  VETERANS 

We're  not  in  a  war,  we  haven't  been  in  a  major  war  for  many, 
many  years.  But  the  military  is  a  dangerous  business.  And  people 
become  disabled,  even  in  peacetime,  primarily  through  accidents. 
And  we  are  focusing  our  attention,  in  concert  with  the  VA,  going 
into  those  58  vocational  rehabilitation  centers  across  the  country 
and  helping  these  disabled  and  special  disabled  veterans  find  em- 
ployment before  they  graduate  from  the  vocational  rehabilitation 
programs. 

We  just  signed  a  memorandum  of  agreement  with  the  VA  which 
allows  our  employment  specialists  to  go  in  about  six  or  seven 
months  before  they  graduate  and  to  work  with  them,  rather  than 
to  work  with  them  after  they've  graduated  and  been  out  of  work 
for  a  year  or  two  years.  So  what  we  are  doing  is  beginning  to  focus 
our  attention  primarily  on  those  veterans  that  have  these  barriers, 
and  there  are  a  lot  of  them. 

We  expect  with  the  one  stop  shop  and  we're  working  very  closely 
with  ETA  in  regard  to  the  development  of  one  stop  shop  that  many 
of  our  able  bodied  veterans  who  don't  have  the  kind  of  barriers  that 
I  just  mentioned  will  be  able  to  go  into  the  one  stop  shop  and  uti- 
lize those  computers  and  access  those  data  bases  and  be  able  to  do 
some  self  help  and  find  jobs. 
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VETERANS'  PROBLEMS 

So  yes,  indeed,  we  are  happy  with  what  we're  doing.  We're  con- 
cerned about  the  homeless  veterans.  The  data  tells  us  there  are 
about  250,000  of  these  homeless  veterans  in  the  country,  about  one 
third  of  all  homeless  people  in  the  United  States  are  veterans.  And 
I  have  heard  that  they  are  alcoholics,  that  they  are  drug  abusers, 
that  they  suffer  from  post-traumatic  stress  disorder,  PTSD,  and 
we've  looked  into  this.  And  that  is  not  the  case.  The  White  House 
refers  letters  written  to  the  President  or  the  First  Lady  in  regard 
to  employment,  veterans  employment. 

And  oddly  enough,  just  today  I  received  a  letter  that  was  for- 
warded to  me.  And  most  of  these  letters  are  written  by  mothers 
and  wives.  They  usually  aren't  written  by  veterans.  And  they  ask 
the  President  to  help  their  husband.  And  he's  been  downsized  in 
some  organization,  usually,  and  he's  a  great  American,  and  Mr. 
President,  you  should  help  him,  because  he  deserves  a  good  job. 

And  of  course,  we  agree.  And  these  women  and  mothers  usually 
are  very  concerned,  they're  going  through  the  savings,  that  they're 
going  to  be  homeless.  And  we  do  see  veterans  that  have  fallen  on 
hard  times.  And  they  are  not  sufferers  from  PTSD  or  alcoholics  or 
drug  addicts.  They  just  have  simply  become  victims  of  some  cir- 
cumstance. 

And  so  we  think  that  reaching  out  to  these  people  also  is  the  ap- 
propriate thing  for  us  to  do. 

JOBS  FOR  VETERANS 

Mrs.  Lowey.  Mr.  Taylor— just  one  other  point,  and  then  I'll  pass 
it  back  to  you,  Mr.  Chairman — you  mentioned  that  you  found  jobs 
for  567,000  veterans.  I  wonder  if  you  can  explain  to  us  how  this 
process  is  tracked.  Of  those  567,000,  how  many  kept  their  job,  and 
for  how  long?  How  many  get  a  job  and  then  come  back  again  six 
months  or  a  year  from  now? 

Mr.  Taylor.  That's  an  excellent  question.  The  way  the  process 
works  is  that  we  issue  grants  to  each  state.  By  law,  for  every  6,900 
veterans,  there  should  be  at  least  one  disabled  veterans  outreach 
program  specialist,  who  is  a  job  specialist  located  in  the  state  em- 
ployment security  office,  or  SESA.  And  this  person  is  dedicated 
only  to  working  with  veterans. 

And  when  a  veteran  comes  in,  they  set  up  a  case  management 
type  of  program  with  that  individual,  help  that  individual  find  a 
job,  and  then  track  that  individual,  and  then  even  intervene  with 
the  individual  and  the  individual's  employer  if  there  are  employ- 
ment problems  down  the  line.  The  grant  requires  that  they  provide 
us  with  the  data.  And  so,  on  an  annual  basis  we  gather  up  this 
data.  And  this  data,  the  numbers  I  just  gave  you,  is  reflected  from 
the  data. 

We  don't  track  beyond  perhaps  maybe  14,  15,  16  weeks.  With 
some  of  our  homeless  grants,  we  have  tracked  longer  than  that. 
But  there  is  no  requirement  to  track  to  see  if  they're  still  on  the 
job  a  year  later  or  two  years  later  or  even  three  years  later. 

Mrs.  LOWEY.  Why  not? 

Mr.  Taylor.  Well,  that's  a  good  question  also.  Perhaps  we  ought 
to  think  about  doing  something  like  that.  There  may  be  some  costs 
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involved  in  tracking  an  individual  for  such  a  long  period  of  time. 
Once  we  help  them  find  a  job,  they  often  graduate  to  other  jobs. 
So  we  can  look  into  the  feasibility  of  tracking  these  people  and  we 
can  get  back  to  you. 

Mrs.  Lowey.  I  guess  what  I'd  be  really  interested  in  knowing  is 
what  kind  of  jobs  they're  placed  in,  what  is  the  salary  level?  Are 
they  entry  level  jobs?  Who  moves  on  to  another  job?  Is  there  con- 
tinuing training  for  these  veterans,  helping  them  in  the  process? 

I  know  one  of  the  problems  we  have  with  Medicaid.  Welfare  is 
not  that  people  stay  on  welfare  forever,  they  go  on  and  off  all  the 
time.  So  I  want  to  know  what  kind  of  support  we're  actually  giving 
these  veterans  to  help  them  get  some  kind  of  a  job,  and  then  where 
do  they  go  from  there? 

Mr.  Taylor.  I  can  provide  you  with  some  data.  I  didn't  bring 
that  with  me. 

But  we  did  a  survey  about  six  or  seven  months  ago  just  on  that 
question.  I  asked  the  question  myself,  what  kind  of  jobs  are  the 
SESAs,  the  people  in  the  SESAs  finding.  Are  they  good  jobs?  And 
the  data  is  kind  of  suggesting,  I'm  not  giving  you  the  exact  num- 
bers, but  I  can  give  you  the  numbers,  I  can  send  the  survey  infor- 
mation over  to  you.  But  about  30  percent  of  those  individuals  fall 
into  the  category  of  around  $25,000.  And  another  10  or  15  percent, 
$30,000  or  $35,000.  Not  very  many,  $40,000  and  above.  But  I  can 
send  that  information  over  to  you. 

[The  information  follows:] 

Data  on  Job  Placement  for  Veterans 

The  information  that  follows  is  from  a  study  done  under  contract  from  the  Veter- 
ans' Employment  and  Training  Service.  The  data  was  derived  from  a  survey  com- 
pleted by  a  random  sample  of  1,114  veterans  who  used  the  state  Job  Service  agency 
in  16  states  between  October  1,  1993  and  March  31,  1994. 

Of  the  respondents  whose  current  job  was  obtained  as  a  result  of  assistance  from 
the  Job  Service  agency  (15%  of  respondents),  30%  reported  their  current  earnings 
were  in  the  $20-$30  thousand  range,  7%  were  in  the  $30-$40  thousand  range,  2% 
were  in  the  $40  thousand  or  above  range.  The  largest  cohort  was  the  $10-$20  thou- 
sand range,  comprising  $45%  of  the  respondents. 

The  survey  also  measured  the  correlation  between  the  jobs  currently  held  and  the 
veterans'  career  goals.  Of  those  veterans  whose  current  job  was  obtained  as  a  result 
of  assistance  from  the  Job  Service,  39%  said  their  current  job  was  "very  consistent" 
with  their  career  goals,  and  41%  said  it  was  "somewhat  consistent".  Only  20%  said 
it  was  "not  at  all  consistent".  So,  although  some  observers  might  be  disheartened 
by  the  salary  data,  the  career  goal  data  suggests  that  the  public  employment  service 
agencies,  including  the  veterans  specialists  funded  by  the  Disabled  Veterans'  Out- 
reach Program  (DVOP)  and  Local  Veterans'  Employment  Representatives  (LVER) 
grant,  are  doing  a  good  job  at  helping  veterans  get  into  the  career  paths  they  desire. 

For  comparative  purposes,  the  study  also  dealt  with  veterans  who  found  their  cur- 
rent job  through  sources  other  than  the  Job  Service.  The  data  indicated  that  those 
veterans  fared  slightly  better  in  terms  of  obtaining  employment  at  the  higher  salary 
ranges.  Almost  one-quarter  of  the  respondents  reported  their  current  earnings  to  be 
in  the  $30  thousand  or  above  range.  However,  the  career  goal  consistency  rating  by 
those  veterans  was  virtually  identical  to  that  of  the  veterans  whose  current  job  was 
obtained  through  Job  Service. 

We  do  not  know  how  many  or  which  of  those  veterans  who  obtained  the  higher 
paying  jobs  through  sources  other  than  Job  Service  might  have  gotten  those  jobs 
due  to  work  experience  they  gained  in  a  prior  job  obtained  through  Job  Service;  nor 
do  we  know  how  many  or  which  might  have  obtained  those  higher  paying  jobs  due 
to  job  search  skills  they  gained  by  participation  in  a  Transition  Assistance  Program 
workshop  provided  by  the  DVOPs  or  LVERs.  The  cost  of  that  level  of  study  was  be- 
yond our  capacity. 

What  we  do  know  is  that  all  of  the  veterans  in  the  study  availed  themselves  of 
some  or  all  of  the  free  services  offered  them  by  the  State  Job  Service  agencies.  We 
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also  know  that  85%  of  the  veterans  respondents  obtained  their  current  job  through 
sources  other  than  the  Job  Service.  Therefore,  since  four  out  of  five  veterans  sur- 
veyed said  they  would  recommend  the  Job  Service  to  other  veterans,  we  inferred 
that  our  program  services  generally  have  had  positive  impacts  on  the  great  majority 
of  veterans.  But  we  also  know  that  there  is  room  for  improvement. 

The  survey  data  said  the  outcomes,  in  terms  of  current  earnings,  were  not  as  good 
for  female  veterans,  nor  for  black  or  hispanic  veterans.  We  also  know  that  female, 
hispanic,  and  young  (aged  20-24)  veterans  also  expressed  much  lower  satisfaction 
levels  regarding  the  current  job  versus  career  goals  issue. 

So  our  survey  data  has  helped  to  focus  our  attention  on  the  kinds  of  veterans  for 
whom  our  delivery  system  has  not  done  as  well  as  it  might. 

Mrs.  Lowey.  Thank  you. 

Thank  you,  Mr.  Chairman.  I  think  this  information  will  help  us 
and  you. 

Thank  you  very  much. 

Mr.  Taylor.  You're  welcome. 

Mr.  Miller.  Mr.  Bonilla  has  a  couple  of  questions,  and  then  I'll 
conclude. 

Ms.  Lowey,  are  you  going  to  be  asking  more  questions?  Are  you 
going  to  have  another  round? 

Mrs.  Lowey.  No,  Mr.  Chairman.  Thank  you. 

Mr.  Bonilla.  Thank  you,  Mr.  Chairman.  I  do  have  a  couple  more 
things. 

I'm  concerned  about  a  fascinating  article  I  read  in  the  Associated 
Press  which  ranked  the  250  jobs  based  on  salary,  stress,  work  envi- 
ronment, outlook,  security,  physical  demands  and  so  forth.  Migrant 
farm  workers,  out  of  250  job  descriptions,  ranked  dead  last.  And  in- 
terestingly enough,  the  job  of  Congressmen  and  Senator  ranked  at 
107th,  right  between  the  bookbinder  and  file  clerks.  [Laughter.] 

MIGRANT  PROGRAM  FUNDING 

On  page  72  of  your  budget  justification,  Mr.  Barnicle,  it  shows 
that  you're  requesting  $4.2  million  less  this  year.  This  request  you 
say  will  serve  a  little  over  44,000  migrant  and  seasonal  farm  work- 
ers at  an  estimated  cost  of  about  $1,400  per  person.  Your  request 
will  serve  2,900  fewer  than  in  fiscal  year  1996. 

My  question  is,  why  is  the  funding  priority  for  migrant  workers 
decreasing,  especially  at  a  time  when  they  are  obviously  in  greatest 
need? 

Mr.  Barnicle.  I  think  number  one  is  the  kind  of  obvious  issue 
of  the  constraints  on  all  of  us  in  the  budget  process  and  the  need 
to  find  ways  of  economizing.  I  did  point  out  that  under  the  $250 
million  proposal  that's  designed  for  the  toughest  communities  in 
America,  one  of  those  communities  that  it's  designed  for,  and  for 
which  funds  would  be  set  aside  out  of  the  $250  million  would  be 
for  the  migrant  seasonal  farm  worker.  We've  got  to  find  some  way 
of  focusing  some  resources  there. 

So  overall,  our  objective  is  to  keep  the  availability  at  about  the 
same  level  as  it  was  last  year  in  terms  of  numbers  of  people  we'd 
be  able  to  serve.  But  you're  absolutely  right,  this  is  probably  the 
toughest  population.  The  Indian  Native  American  population  is 
also  very  difficult  for  related  reasons. 

But  the  migrant  seasonal  farm  worker  population  certainly  is  as 
difficult  as  any  population  that  we  have  to  deal  with.  What  is  just 
very,  very  optimistic  is  the  way  in  which  some  of  the  migrant  and 
seasonal  farm  worker  programs  have  been  able  to  perform.  Now, 
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I  know  we  have  also  examples  of  where  the  performance  has  been 
bad. 

But  we  have  examples  that  have  been  just  terrific.  Now,  I  hate 
to  keep  mentioning  the  same  organization,  but  in  the  GAO  report 
on  exemplary  programs,  the  CET  program  in  Reno,  Nevada,  was 
one  of  the  six  programs  that  they  decided,  based  on  performance, 
was  an  extraordinary  success.  And  this  is  a  place  where  virtually, 
where  the  population  being  served  is  the  migrant  and  seasonal 
farm  worker  population,  with  all  that  that  means  in  terms  of  drop- 
out rates  and  school  problems,  etc. 

But  they  literally  place  everybody  in  the  program.  The  process 
that  they  have  come  up  with  for  running  these  kinds  of  training 
programs  works.  The  relationship  they  have  and  the  credibility 
with  the  business  community,  which  is  a  major  part  of  why  it 
works,  is  one  of  the  reasons. 

But  they've  developed  that  credibility.  They've  developed  meth- 
ods for  keeping  these  youngsters  engaged  in  training,  and  then  for 
getting  them  placed  in  these  relatively  high  paying  jobs.  And  there 
are  other  examples  in  other  parts  of  the  country,  where  we're  be- 
ginning to  see  that  there  are  some  techniques  whereby  this  could 
be  accomplished. 

But  I  certainly  share  your  concern,  and  would  certainly  be  happy 
to  work  with  you  in  terms  of  how  we  can  do  a  better  job  of  serving 
this  population  that  certainly  does  need  all  the  help  and  assistance 
it  can  get. 

Mr.  Bonilla.  I  often  talk  about  them,  because  they  are  a  group 
of  people  who  aren't  afraid  of  work. 

Mr.  Barnicle.  Right. 

Mr.  Bonilla.  They  don't  care  how  hot  it  is,  or  how  much  it  may 
be  raining,  or  how  far  you  have  to  travel.  They're  always  interested 
in  working.  For  that  reason,  I  believe  these  are  American  citizens 
who  want  to  help  themselves.  Those  are  the  instances  I  think  Gov- 
ernment ought  to  be  involved  in  helping  them. 

That  concludes  my  questioning.  I  appreciate  it  very  much,  Mr. 
Barnicle. 

COMMUNITY  BASED  ORGANIZATIONS 

Mr.  Barnicle.  If  I  could  just  add  one  thing.  I  think  that  there 
are  a  number  of  community  based  organizations  in  this  country 
that  do  just  an  extraordinary  job.  CET  is  one,  OIC  is  another.  I 
won't  go  through  the  laundry  list.  But  they  are  locally  based,  they 
know  the  community,  they  know  the  client  group.  Over  the  years 
they  develop  the  business,  set  the  relationships. 

And  to  a  large  degree,  if  we're  going  to  be  successful  in  dealing 
not  only  with  this  problem,  but  also  with  the  problem  that  exists 
in  the  inner  cities,  we  have  to  find  a  way  for  business,  community 
based  groups  and  people  with  political  power  in  these  communities 
to  become  willing  partners  if  we're  going  to  be  successful  in  chang- 
ing the  prospects  for  these  peoples'  lives. 

Mr.  Bonilla.  Thank  you  very  much. 
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AGENCY  BUDGET  REQUEST 

Mr.  Miller.  Mr.  Barnicle,  is  the  total  amount  of  money  in  your 
part  of  the  budget  $9.5  billion  this  year? 

Mr.  Barnicle.  Yes,  sir. 

Mr.  Miller.  And  that's  an  increase  of  $886  million  in  discre- 
tionary? 

Mr.  Barnicle.  Yes. 

Mr.  Miller.  How  much  is  that  above  the  FY  96  number  in  the 
recently  passed  budget? 

Mr.  Barnicle.  It's  an  11.3  percent  increase  over  the  fiscal  year 
1996  appropriation. 

Mr.  Miller.  One  of  the  things  that  we  who  are  strong  fiscal  con- 
servatives feel  very  strongly  about  is  balancing  the  budget  and  how 
obscene  this  whole  deficit  problem  is.  One  of  the  questions  we  get 
asked,  and  I  was  asked  that  question  yesterday  on  a  TV  talk  show 
in  Sarasota,  is  what  is  the  Federal  responsibility? 

We're  into  so  many  different  programs,  we've  got  over  1,000  pro- 
grams in  this  one  committee  here  alone.  And  how  do  you  justify 
that  your  agency  is  a  Federal  responsibility,  that  it  is  worthy  of  us 
going  into  debt  and  increasing  our  deficit?  I  mean,  you've  got  300 
and  some  million  dollars  of  new  programs  this  year.  And  that's 
going  right  to  our  bottom  line  of  the  deficit.  That's  going  to  be 
added  to  the  debt  that  our  children  and  grandchildren  are  going  to 
be  paying  interest  on  forever  and  ever  and  ever. 

How  do  you  justify,  for  example,  an  increase  of  that  amount  and 
with  three  new  programs?  And  are  they  really  a  Federal  respon- 
sibility? So  could  you  kind  of  briefly  comment  about  this?  I  know 
you've  talked  about  these  programs  a  little  bit.  But  how  do  we  jus- 
tify spending  money,  going  into  debt  for  these,  and  how  are  they 
a  Federal  responsibility? 

Mr.  Barnicle.  I  think  some  of  them  are  uniquely  national  in  na- 
ture. For  instance,  one  of  the  things  that  we're  doing,  working  with 
the  states  in  a  partnership,  but  in  only  a  way  that  the  partnership 
can  produce,  is  developing  our  labor  market  information. 

Our  labor  market  information  has  been  abysmal  in  this  country. 
People  are  making  decisions,  companies,  individuals,  parents,  stu- 
dents, on  literally  hundreds  of  billions  of  dollars  worth  of  invest- 
ment in  education  every  year  and  they're  making  it,  in  terms  of  ca- 
reer education  decisions,  with  the  scantiest  of  information  about 
what  kinds  of  occupations,  what  kinds  of  skills  are  going  to  be  in 
demand  in  the  future,  if  it's  a  good  investment  or  not.  And  by  the 
way,  what's  been  the  performance  of  this  institution  that  I'm  about 
to  invest  in. 

Now,  we  need  to  get  people,  we  need  to  have  more  information 
that  helps  people  make  those  judgments.  And  if  we  do,  we're  going 
to  save  all  kinds  of  money,  both  in  terms  of  national  investment 
dollars  in  education,  and  also  in  budgets  that  also  matter,  the  indi- 
vidual family  budgets  that  are  being  made. 

I  think  that  you  have  to  look  at  that  fact.  I  think  the  second  fact 
is  that  it  certainly  is  the  case  that  the  kind  of  fault  line  in  income 
in  America  today  is  skills.  And  that's  dividing  those  people  who 
are,  like  us,  lucky  enough  to  have  a  reasonably  good  education  and 
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make  a  decent  living  from  people  who  aren't,  and  are  falling  be- 
hind. 

If  we're  going  to  increase  revenue,  one  of  the  things  we  need  to 
do  is  increase  peoples'  independence  and  reduce  their  dependency. 
And  training  is  an  important  use  for  the  investment  if  that's  going 
to  occur.  And  so  one  of  the  things  that  we  think  makes  sense  is 
to  invest,  and  we  think  this  is  an  investment  budget,  not  a  con- 
sumption budget,  but  an  investment  that's  going  to  pay  back  over 
time,  hopefully  in  substantially  larger  quantity  than  the  invest- 
ment itself,  in  terms  of  increased  tax  revenue  and  increased  pro- 
ductivity. 

Something  like  the  America's  Job  Bank,  for  instance,  which  has 
to  be  national  in  scope,  ties  all  the  individual  state  job  banks  to- 
gether. This  has  been  in  development  with  the  states  for  about  18 
months  now.  And  we've  gone  from  having  15,000  jobs — excuse  me, 
we've  gone  from  a  handful  of  jobs  to  400,000  jobs  being  listed  on 
the  Internet,  for  Americans  to  access  from  any  part  of  the  country 
on  a  daily  basis. 

And  we've  had  5.3  million — 5.3  million — visits  to  that  data  in  the 
month  of  April.  And  it's  increasing  at  an  extraordinary  rate.  So 
those  kinds  of  investments  are  national  in  nature,  and  you  have  to 
have  it  on  a  national  basis. 

I  was  in  South  Carolina,  Charleston,  the  other  day,  where  we've 
had  a  base  closing,  a  large  base  closing.  And  we  had  a  big  job  fair 
down  there.  We  had  100  employers.  We  had  several  thousand 
workers  who  worked  through  this  job  fair. 

One  of  the  things  that  caught  their  eye,  and  they  spent  a  lot  of 
time  at,  was  looking  at  America's  job  bank,  because  these  are  peo- 
ple who  are  quite  mobile  and  quite  highly  skilled.  So  you  have  in- 
vestments like  that. 

Then  you  have  investments  in  parts  of  our  country  in  commu- 
nities where  they  don't  have  the  wherewithal  to  invest.  And  it's 
going  to  cost  us  in  Medicare  and  Medicaid  and  AFDC,  and  on  and 
on  and  on  if  we  don't  find  some  way  of  taking  people  who,  say  the 
Job  Corps,  if  we  don't  help  these  Job  Corps  kids  and  get  these  kids 
back  to  work,  or  get  them  to  work,  get  them  skilled  up,  the  percent- 
age of  these  youngsters,  79  percent  of  the  youngsters  in  Job  Corps 
dropped  out  of  school. 

We  know  what  the  statistics  say  about  what  they're  going  to  cost 
society  in  all  of  the  various  ways  that  they  affect  our  budget.  If  we 
can  get  them  into  Job  Corps,  get  them  placed  and  get  them  to 
work,  then  the  deficit  reduction  that  occurs  because  of  this  invest- 
ment is  important. 

So  you  have  to  look  at  the  net,  it  seems  to  me. 

ADDITIONAL  FUNDING  FOR  JOB  TRAINING 

Mr.  Miller.  Yes,  there  are  so  many  different  programs.  And  ev- 
erybody comes  and  claims,  "it's  an  investment."  Whether  it's  Head 
Start  or  cancer  research.  You're  not  going  to  argue  against  cancer 
research  or  Head  Start  either.  So  we've  got  all  kinds  of  programs 
that  are  all  investments. 

And  one  problem  is,  as  Mr.  Stokes  will  bring  up  at  times,  the  un- 
employment. We  have  high  unemployment  with  teenage  minorities 
in  this  country.  If  job  training  is  doing  such  a  good  job,  why  are 
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we  having  these  problems.  And  you  say,  well,  we  just  need  to  pour 
more  money  in  it. 

Is  that  the  solution?  Does  that  solve  the  problems  of  the  high  un- 
employment? Raising  minimum  wage  is  going  to  create  even  more 
of  a  problem,  in  my  opinion,  more  minorities  that  are  unemployed 
in  this  country. 

So  is  the  solution  just  throwing  more  money  at  the  system?  Is 
it  really  that  successful? 

Mr.  Barnicle.  Well,  I  think  you,  when  you  phrase  it  that  way, 
throwing  more  money  at  the  problem,  I  can  say  the  answer  prob- 
ably is  no.  But  strategically,  I  think  we  have  to  wisely  invest  some 
money  in  places  where  we  know  are  cost  centers.  If  you  look  at  the 
toughest  neighborhoods  in  America,  they  are  cost  centers  for  the 
United  States  budget,  for  our  Federal  budget.  Let  alone  state  and 
local  budgets. 

These  are  cost  centers.  These  are  places,  just  look  strictly  at 
budgetary  terms,  where  dollars  are  being  consumed  in  massive 
amounts  through  food  stamps,  AFDC.  They  may  not  be  in  the  juris- 
diction of  this  committee  or  this  subcommittee,  but  they  certainly 
affect  the  bottom  line  of  the  Federal  budget,  and  massively. 

And  they  certainly  are  a  lot  more  expensive  than  investing  in 
getting  a  kid  to  go  back  to  school,  or  helping  a  kid  to  stay  in  school 
and  see  the  wisdom  of  that  rather  than  dropping  out,  or  learning 
what  it's  like  to  work,  or  helping  to  create  a  job  network  in  a  place 
that  is  a  desert  in  terms  of  job  opportunities. 

I  agree;  it's  very  difficult  to  make  the  macro  decisions  about  what 
your  priorities  are  going  to  be  and  where  you  invest.  But  as  a  busi- 
ness person,  if  I'm  going  to  invest,  I'm  going  to  look  at  where  my 
biggest  costs  are  and  I'm  going  to  invest  in  getting  those  costs 
down.  And  I'm  going  to  look  at  where  the  best  production  and  re- 
turn on  investment  is  going  to  be  in  my  business,  and  that's  where 
I'm  going  to  put  my  other  dollar. 

And  I  think  that  what  the  President  has  said  in  this  budget  is 
that  let's  take  our  cuts  in  consumption  elsewhere.  Let's  make  our 
investments  in  areas  like  human  resources  that  pay  back  for  the 
lifetime  of  the  individual  you've  invested  in.  And  let's  balance  our 
budget  through  growth  in  these  kinds  of  wise  investments. 

Mr.  Miller.  With  all  the  different  programs,  how  many  are 
within  your  jurisdiction?  Do  you  know  offhand? 

Mr.  Barnicle.  I  guess  I  don't  have  an  actual  count.  But  cer- 
tainly, the  vast  majority  of  our  resources  go  into,  number  one,  ad- 
ministrating the  Federal  unemployment  insurance  program,  and 
number  two,  the  Job  Training  Partnership  Act  training  programs, 
which  are,  as  you  know,  being  consolidated.  I  guess  number  three 
would  be  the  Job  Corps. 

program  consolidations 

Mr.  Miller.  Are  you  proposing  any  reductions  in  spending  in 
any  of  the  programs  under  your  jurisdiction,  or  the  elimination  of 
any  this  year? 

Mr.  Barnicle.  Well,  there  are  programs  that  we're  proposing  to 
consolidate,  the  President  proposed  to  consolidate,  the  House  has 
passed 

Mr.  Miller.  Careers  bill,  you  mean?  Right. 
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Mr.  Barnicle.  The  legislation  consolidates  70  separate  pro- 
grams. A  number  of  those  are  Department  of  Labor  programs.  And 
the  ones  that  have  been  decided  not  to  consolidate  were  part  of  a 
very  conscious,  deliberative  process  in  creating  the  Careers  Act  by 
the  House  and  by  the  Senate  and  by  the  Administration. 

Mr.  Miller.  But  this  budget  doesn't  reflect  the  Careers  Act, 
right? 

Mr.  Barnicle.  No,  it  does  not. 

Mr.  Miller.  So  of  all  the  programs  you  have,  there's  no  program 
that's  going  to  have  a  proposed  reduction  of  spending  or  elimi- 
nation, is  that  right?  Are  there  two  there? 

Mr.  Barnicle.  Decrease  in  the  Trade  Act,  and  in  the — or  commu- 
nity services 

Mr.  Miller.  So  there  are  two  in  your  area  that  would  have  a  re- 
duction in  spending? 

Mr.  Barnicle.  Right.  There  are  reductions  in  the  Native  Ameri- 
cans program  and  in  the  migrant  program  and  our  national  activi- 
ties also  being  reduced.  And  when  you  compare  with  the  Presi- 
dent's proposal  in  1996,  in  terms  of  what  he  was  requesting  in  the 
summer  or  spring  of  1996,  there  are  reductions  virtually  across  the 
board  in  the  interest  of  producing  a  balanced  budget.  When  you 
look  at  the  Careers  Act  and  the  GI  Bill,  again,  a  large  number  of 
programs  are  being  reduced. 

Now,  the  GAO  did  a  major  study,  which  we've  all  heard  about, 
which  identified  163  programs  in  job  training.  And  that  number 
has  kind  of  stuck  out  there  and  become  part  of  the  vernacular.  In 
terms  of  those  programs,  there  are  many,  many  items  identified 
that  are  really  small  percentage  set-asides  in  what  you  and  I  would 
normally  consider  to  be  programs. 

So  I  think  that  we,  if  you  really  look  at  everything  that's  in 
there,  is  that  there  are  about  a  dozen  programs  that  are  respon- 
sible for  about  75  percent  of  all  the  money  spent  on  job  training 
at  the  Federal  level. 

Mr.  Miller.  I  visited,  during  the  Easter  break,  my  job  program 
in  Sarasota.  And  one  thing  that  struck  me  was  all  these  different 
programs  they  have  there.  They've  got  all  these  different  grants. 
And  one  was,  I  think  it  was  a  $10,000  grant.  And  I  was  curious, 
we  didn't  really  pursue  it,  but  there's  a  lot  of  work  to  getting  a 
$10,000  grant.  And  you  wonder  why,  the  amount  of  effort  to  apply 
and  how  much  up  the  chain  and  whether  it  is  worth  it. 

Mr.  Barnicle.  Probably 

Mr.  Miller.  And  that's  part  of  the  problem,  there  are  so  many 
of  these,  and  you  say,  "wait  a  minute,"  we  have  too  many  different 
programs.  And  I  know  that's  part  of  the  goal  of  the  Careers  Act, 
which  is  bipartisan. 

Mr.  Barnicle.  Right. 

Mr.  Miller.  And  we're  all  moving  in  the  right  direction  there. 

Mr.  Barnicle.  But  a  lot  of  that  is  by  formula,  so  that  they'll 
have  a  10  or  20  or  30  percent 

Mr.  Miller.  This  is  a  specific  one.  It  was  a  women's  issue. 

Mr.  Barnicle.  Somebody  actually  applied  for  it? 

Mr.  Miller.  Yes,  this  was  an  applied  grant.  I  mean,  you  know, 
a  good  goal.  But  then  the  person  has  so  much  work. 
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Mr.  Barnicle.  Yes,  I  tend  to  agree  with  you.  We  do  very,  very 
few  micro  grants.  Now,  they  may  have  resources  out  of  this  pro- 
gram at  the  state  level  that  they  would  decide  that  they  would  put 
up,  put  out  for  bid  like  that.  But  most  of  ours  are  substantially 

larger. 

I  share  with  you,  I  mean,  we  can't  afford  the  cost  of  the  micro, 
miniaturization  of  job  training  programs. 

Mr.  Miller.  Actually  once  in  a  while  you'll  have  some  members 
of  the  minority  party  say  that  one  thing  we've  done  is  we've  been 
willing  to  cut  some  of  these  smaller  programs.  This  was  hard  to  do 
previously,  but  they  support  a  lot  of  this  consolidation. 

Well  as  you  know,  we're  going  to  have  a  very  tight  budget,  a 
602(b)  allocation,  and  it's  going  to  be  more  like  a  flat  budget  rather 
than  a  growing  budget.  So  it's  a  tough  decision.  As  you  say,  the 
macro  decision  is  very  difficult  when  you  get  down  to  a  micro  level. 

So  thank  you  very  much  for  being  here  today,  and  we  appreciate 
your  testimony.  Thank  you  all. 

Mr.  Barnicle.  Thank  you,  Mr.  Chairman. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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NATIONAL  SPONSOR  TRAINING 


Mr.  Porter:   What  specific  training  does  each  of  the  national 
sponsors  provide  enrollees?   (Responses  should  not  include  host 
agency  training.) 

Mr.  Barnicle:   Although  the  Department's  OMB- approved 
reporting  system  does  not  require  program  sponsors  to  report  on 
this  item,  we  can  provide  some  general  information  in  this  regard. 
Enrollees  are  provided  with  training  which  is  designed  to  meet 
specific  individual  needs  consistent  with  the  local  job  market.  In 
the  past,  typical  occupational  training  has  included  such  areas 
as:  home  health  care,  computer\clerical ,  security  guard,  bank 
tellers,  and  nurse  aide.   Those  sponsors  which  serve  large  numbers 
of  persons  with  limited  English  speaking  ability  frequently 
provide  English  as  a  second  language  training.   Nearly  every 
national  sponsor  arranges  for  GED  and  literacy  training  for  its 
enrollees.  Virtually  every  enrollee  is  provided  with  training  in 
job  seeking  skills  and  information  on  such  matters  as  health, 
consumer  benefits  and  personal  safety. 


PERCENTAGE  ALLOTTED  FOR  TRAINING 

Mr.  Porter:   What  percentage  and  dollar  among  of  each 
national  sponsor  budget  is  allotted  for  enrollee  training? 
(Responses  should  exclude  training  costs  for  enrollees  performing 
administrative  work  for  the  nationals.) 

Mr.  Barnicle:   As  noted  above,  although  the  Department's  0MB- 
approved  reporting  system  does  not  require  program  sponsors  to 
report  on  this  item,  we  can  provide  some  general  information  in 
this  regard.   SCSEP  sponsors  are  encouraged  to  secure  training 
through  other  funding  sources  such  as  the  Job  Training  Partnership 
Act,  the  Carl  D.  Perkins  Act  and  local  community  colleges.  Most 
training  is  provided  at  a  very  low  direct  cost  to  the  SCSEP.   The 
actual  costs  to  the  project  for  vocational  training  (classroom) 
are  minimal,  but  a  substantial  amount  of  time  and  effort  is  spent 
on  arranging  training  for  individual  enrollees  based  on  an 
assessment  of  their  skills  and  interests.   The  amount  allotted  for 
training,  per  se ,  is  small  and  not  easily  extrapolated  from 
grantee  budgets  since  it  may  involve  a  number  of  different  cost 
categories.  Nevertheless,  even  with  the  limited  amount  allotted 
for  training,  sponsors  are  able  to  leverage  other  training 
resources  to  meet  participant  needs. 
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NATIONAL  SPONSOR  LINK 

Mr.  Porter:   How  do  national  sponsors  link  enrollees  with 
state/area  aging  network  services?  How  many  enrollees  under 
national  sponsor  slots  receive  other  aging  network  services?  How 
many  enrollees  under  state  sponsor  slots  receive  other  aging 
network  services? 

Mr.  Barnicle:   As  noted  above,  although  the  Department's  OMB- 
approved  reporting  system  does  not  require  program  sponsors  to 
report  on  this  item,  we  can  provide  some  general  information  in 
this  regard.  At  initial  orientation  sessions,  meetings  and 
seminars,  national  sponsors  provide  enrollees  with  information  on 
services  available  through  the  aging  network.  Also,  in  their 
assessment  process,  grantees  identify  services  needed  by  the 
enrollees.  To  secure  these  services,  such  as  transportation,  legal 
assistance  or.  health  screening,  the  projects  turn  to  the  aging 
network.   One  national  sponsor  estimates  that  70%  of  its  enrollees 
receive  some  services  from  the  state  and  area  agency  aging 
network. 

The  relationship  between  the  aging  network  and  the  national 
sponsor  enrollee  is  often  a  close  one  because  sponsors  use  the 
aging  network  for  host  agency  work  sites.  One  of  every  four 
national  sponsor  enrollees  is  assigned  to  a  position  that  serves 
the  elderly  community.   Moreover,  sponsors  are  required  to  share 
their  plans  with  State  and  area  agencies. 


NATIONAL  TRAINING  AND  SUPPORT  SERVICES 

Mr.  Porter:   For  enrollees  of  more  that  1  year's  duration, 
describe  the  training  and  support  services  provided  by  each  of  the 
national  sponsors'  programs. 

Mr.  Barnicle:   As  noted  above,  although  the  Department's  0MB- 
approved  reporting  system  does  not  require  program  sponsors  to 
report  on  this  item,  we  can  provide  some  general  information  in 
this  regard.   Each  enrollee  is  assessed  upon  entering  the  program 
and  annually  thereafter  to  determine  if  their  community  service 
assignment  is  still  appropriate,  or  if  additional  training  or 
supportive  services  are  needed.  Although  some  sponsors  rotate  the 
enrollees  to  a  new  agency  after  a  predetermined  period,  one  year 
is  not  a  significant  date  in  and  of  itself.   Rather,  the  personal 
changes  that  have  occurred  in  the  participant  over  the  previous 
year  are  considered  more  significant  such  as:   health  status, 
skill  acquisition,  or  completion  of  prerequisite  classes  which 
would  permit  them  to  undertake  new  training  or  assignments.   These 
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are  the  types  of  factors  which  are  weighed  in  the  annual 
assessment  rather  than  the  completion  of  a  particular  period  of 
time . 


STATE  TRAINING  AND  SUPPORT  SERVICES 

Mr.  Porter:   For  enrollees  of  more  that  1  year's  duration, 
describe  the  training  and  support  services  provided  by  each  of  the 
states'  programs. 

Mr.  Barnicle:   As  noted  above,  although  the  Department's  OMB- 
approved  reporting  system  does  not  require  program  sponsors  to 
report  on  this  item,  we  can  provide  some  general  information  in 
this  regard.  State  sponsors  follow  the  same  requirements  as  the 
national  sponsors.   Each  enrollee  is  assessed  upon  entering  the 
program  and  annually  thereafter  to  determine  if  the  community 
service  assignment  is  appropriate,  or  if  additional  training  or 
supportive  services  are  needed.  Although  some  State  sponsors  or 
their  sub  grantees  rotate  the  enrollees  to  a  new  agency  after  a 
predetermined  period  such  as  a  year,  one  year  is  not  a  significant 
date  in  and  of  itself.  The  personal  changes  that  have  occurred  in 
the  participant  over  the  previous  year  are  considered  more 
significant  such  as:  health  status,  skills  acquisition,  or 
completion  of  prerequisite  classes  which  would  permit  them  to 
undertake  new  training  or  assignments?   These  are  the  types  of 
factors  which  are  weighed  in  the  annual  assessment  rather  than  a 
particular  period  of  time. 

NATIONAL  SPONSOR  ADMINISTRATIVE  COSTS 

Mr.  Porter:   How  much  of  each  national  sponsors'  Other 
Enrollee  Costs  (OEC)  budget  is  made  up  of  administrative  expenses 
allowed  under  the  1995  regulations? 

Mr.  Barnicle:   As  noted  above,  although  the  Department's  0MB- 
approved  reporting  system  does  not  require  program  sponsors  to 
report  on  this  item,  we  can  provide  some  general  information  in 
this  regard.  The  1995  regulations  define  Other  Enrollee  Costs  as 
the  costs  of  functions,  services  and  benefits  not  categorized  as 
administration  or  enrollee  wages  and  fringe  benefits.  Generally, 
"Other  Enrollee  Costs"  are  those  dealing  with  recruitment  and 
selection  of  enrollees,  assessment,  transition  to  unsubsidized 
placement,  provision  of  supportive  services  and  training.  There 
have  not  been  any  questioned  audit  amounts  as  a  result  of  sponsors 
charging  administrative  costs  to  Other  Enrollee  Costs. 
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COMBINED  ADMINISTRATIVE  COSTS 

Mr.  Porter:   For  each  national  sponsor  and  state,  what  is  the 
combined  percentage  of  administration  as  a  separate  category  plus 
administration  under  OEC? 

Mr.  Barnicle:   As  noted  above,  although  the  Department's  OMB- 
approved  reporting  system  does  not  require  program  sponsors  to 
report  on  this  item,  we  can  provide  some  general  information  in 
this  regard.   Both  state  and  national  sponsors  use  the  same  SCSEP 
regulations;  therefore,  it  is  likely  that  the  categorization  of 
costs  is  similar.   In  neither  case  are  we  aware  that 
administrative  costs  are  being  charged  to  OEC  in  violation  of  the 
1995  regulations.  We  cannot  provide  a  combined  administrative 
figure  for  individual  SCSEP  grantees. 


COMPARISON  OF  COSTS 

Mr  Porter:   How  do  the  combined  dollars  going  to 
administration  in  total  compare  with  other  ETA  programs? 

Mr.  Barnicle:   As  noted  above,  although  the  Department's  0MB- 
approved  reporting  system  does  not  require  program  sponsors  to 
report  on  this  item,  we  can  provide  some  general  information  in 
this  regard.  The  SCSEP  administrative  category  is  limited  to  13.5 
percent;  with  a  waiver,  it  can  be  increased  to  15  percent.  There 
is  no  other  category  of  administrative  costs.  Actual  SCSEP 
expenditures  for  administrative  costs  are  less  than  the  budgeted 
caps.  For  instance  for  the  last  complete  program  year,  July  1  1994 
to  June  30,  1995,  the  actual  expenditures  (as  of  11/95)  were 
slightly  over  12  percent.  According  to  a  1994  Urban  Institute 
study,  the  average  administrative  costs  for  major  employment  and 
training  programs  were  17  percent. 


NATIONAL  SPONSOR  CO-ENROLLEES 

Mr.  Porter:   How  many  national  sponsor  enrollees  are  co- 
enrolled  in  JTPA? 

Mr.  Barnicle:   As  noted  above,  although  the  Department's  0MB- 
approved  reporting  system  does  not  require  program  sponsors  to 
report  on  this  item,  we  can  provide  some  general  information  in 
this  regard.   However,  one  national  sponsor  indicates  that  they 
have  approximately  5.5  percent  of  their  current  enrollees  co- 
enrolled  with  JTPA  and  another  indicated  that  about  6  percent  of 
the  enrollees  were  co-enrolled. 
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NATIONAL  SPONSOR  OVERSIGHT  IN  1994 

Mr.  Porter:   How  many  on-site  visits  of  national  sponsor 
programs  were  done  by  staff  in  1994?  1995? 

Mr.  Barnicle:   There  were  a  total  of  9  visits  in  1994  and 
1995. 


UNSUBSIDIZED  PLACEMENT 

Mr.  Porter:   Has  the  uniform  definition  of  an  unsubsidized 
placement  been  adopted  by  all  states  and  national  sponsors?   How 
has  DOL  verified  this?   Has  the  change  had  any  impact  on  any 
sponsors  placement  rates?   Please  explain. 

Mr.  Barnicle:   The  Department  issued  a  directive  to  all 
sponsors  at  the  start  of  the  present  program  year  (July  1,  1995) 
informing  them  of  the  new  standards  for  unsubsidized  placements. 
This  directive  was  followed  by  a  series  of  training  sessions  on 
the  new  1995  regulations  which  included  a  discussion  of  the  new 
placement  standards.   The  standards  were  developed  by  a  work  group 
composed  of  sponsors  and,  prior  to  their  implementation,  all  SCSEP 
sponsors  were  fully  advised  of  these  new  requirements.   In  regard 
to  the  impact  on  the  unsubsidized  placement  performance  of  the 
sponsors,  it  is  too  soon  to  make  an  assessment  since  the  goal  is 
an  annual  one.   Final  reports  for  the  present  grant  year  will  be 
available  in  August.   At  that  time,  we  can  fairly  assess  the 
impact  of  the  new  standards. 


LOBBYING 

Mr.  Porter:   How  has  DOL  ensured  that  program  funds  have  not 
been  used  for  lobbying  or  political  activities? 

Mr.  Barnicle:   In  this  regard,  the  Department  has  taken  the 
following  steps:  1)  the  restrictions  on  political  activities  and 
lobbying  are  included  in  the  SCSEP  regulations  at  641.321;  2)  the 
grant  package  also  has  anti- lobbying  and  political  activities 
clauses;  3)  on-site  program  reviews  include  checks  to  ensure  that 
funds  are  used  consistent  with  the  purposes  of  all  applicable  laws 
and  regulations;  and  4)  the  annual  audit  of  the  grantees  by  an 
independent  audit  firm  examines  the  expenditure  of  funds. 
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INDIRECT  COST  RATES 

Mr.  Porter:   Has  DOL  negotiated  annual  modifications  to 
indirect  cost  rates  for  the  National  sponsors?  What  modifications 
were  made?  What  are  the  latest  provisional  indirect  cost  rates 
approved  for  national  sponsors? 


Mr.  Barnicle:   The  Department  follows  standard  Federal 
indirect  cost  rate  procedures  in  negotiating  indirect  cost  rates 
for  each  national  and  State  Senior  Community  Service  Employment 
Program  (SCSEP)  sponsor  for  which  it  is  cognizant.  These 
procedures  include:  the  submittal  of  a  cost  proposal  by  the 
organization  seeking  the  indirect  cost  agreement  and  the 
negotiation  of  provisional  or  final  rates,  as  appropriate,  by  the 
cognizant  Federal  agency.   Provisional  indirect  cost  rate 
agreements  would  only  be  modified  based  on  known  events  which 
would  cause  significant  changes  in  the  then  current  provisional 
rates.   At  this  time,  none  of  the  national  sponsors  are  seeking  a 
modification  to  their  present  provisional  indirect  cost  rates. 
The  sponsors  and  their  current  provisional  indirect  rates  are  as 
follows : 

Rate    Thru  Date 


The  American  Association  of  Retired  Persons: 

(Overhead) 
(General  &  Administrative) 

The  National  Association  of  Hispanic  Elderly: 
(Asociacion  Nacional  Pro-Personas  Majores) 

Green  Thumb: 

National  Center  on  Black  Aged: 

National  Council  on  The  Aging: 


National  Senior  Citizens  Employment  Research  Center 
(National  Council  of  Senior  Citizens) 


National  Urban  League : 
US  Forest  Service: 


15.80% 
5.81% 

12/31/94 
12/31/94 

35.21% 

6/30/95 

4.90% 

9/30/96 

45.29% 

12/31/96 

50.00% 

12/31/96 

iter: 
95.10% 

6/30/96 

72.00% 

12/31/96 

Does  not  have  a  rate 


National  Indian  Council  on  Aging:    The  entity's  Cost  Allocation 

Plan  has  been  accepted  in  lieu 
of  an  indirect  cost  rate. 


National  Asian  Pacific  Center  on  Aging: 


51.70% 


6/30/97 
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DISALLOWED  EXPENDITURES  FOR  NCOA 

Mr.  Porter:  Has  NCOA  been  making  its  payments  for  disallowed 
expenditures  on  schedule?   If  not,  why,  and  what  has  been  done 
about  it?  How  is  DOL  ensuring  that  the  payments  are  not  made  with 
funds  from  federal  sources? 

Mr.  Barnicle:   As  of  May  16,  1996  the  NCOA  installment 
payments  to  reimburse  the  Government  for  disallowed  payments  are 
on  schedule.  Future  audits  will  determine  if  the  payments  were 
made  from  appropriate  sources . 


OLDER  WORKERS  MATCHING  REQUIREMENT 

Mr.  Porter:   For  each  of  the  national  sponsors,  how  much  of 
the  10  percent  match  is  provided  by  the  sponsor  and  how  much  is 
provided  by  the  host  agencies? 

Mr.  Barnicle:   The  grant  applications  for  the  SCSEP  provide 
an  indication  of  the  sources  of  the  match.  There  are  three 
categories:  "applicant,"  which  refers  to  match  provided  from  the 
applicant's  own  resources;  "State,"  which  refers  to  match  provided 
by  a  State  government  (except  when  the  State  is  the  applicant) ; 
and  "other  sources".  This  last  item  refers  to  any  other  source 
including  but  not  limited  to  affiliates,  subgrantees  and  host 
agencies.   Based  on  our  quick  review  of  the  national  grants,  the 
sources  of  their  match  are  as  follows: 

Asociacion  Nacional  Pro  Personas  Mayores  -  Other  Sources:  100%. 

American  Association  of  Retired  Persons  -  Other  Sources:  100% 

Green  Thumb  Inc.-  States  28%,  Other  Sources:  72% 

National  Center  on  Black  Aged  -  Other  Sources:  100% 

National  Council  on  the  Aging  -   States:  20%,  Other  Sources:  80% 

National  Council  of  Senior  Citizens  -  Other  Sources:  100% 

National  Urban  League  -  Other  Sources:  100% 

U.S.  Forest  Service  -  Applicant:  99%,  States:  1% 

National  Indian  Council  on  Aging  -  Other  Sources:  100% 

National  Asian  Pacific  Center  on  Aging  -  Other  Sources:  100% 
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Mr.  Porter:   For  each  of  the  national  sponsors,  how  much  of 
the  match  is  provided  in  cash? 

Mr.  Barnicle:   We  are  not  aware  that  any  of  the  national 
sponsor  organizations  provide  a  direct  cash  match  and  claim  it  as 
part  of  the  match.   However,  they  have  sought  and  obtained  local 
resources  that  represent  a  local  cash  commitment.   For  example,  a 
city  government  may  pay  the  salary  of  a  project  director  or  the 
wages  for  extra  enrollees.   Moreover,  the  national  sponsors 
provide  enrollees  with  access  to  their  organizational  services  at 
no  charge . 

Mr.  Porter:   For  each  of  the  state  sponsors,  how  much  of  the 
10  percent  match  is  provided  by  the  sponsor  and  how  much  is 
provided  by  the  host  agencies? 

Mr.  Barnicle:   As  noted  above,  although  the  Department's  0MB- 
approved  reporting  system  does  not  require  program  sponsors  to 
report  on  this  item,  we  can  provide  some  general  information  in 
this  regard.   A  review  of  a  small  sample  of  the  state  grants 
indicated  that  about  15%  of  the  match  was  provided  by  the  state 
and  85%  by  "Other  Sources."  The  latter  category  match  includes 
resources  provided  by  subgrantees  and  host  agencies. 

Mr.  Porter:   For  each  of  the  state  sponsors,  how  much  of  the 
match  is  provided  in  cash? 

Mr.  Barnicle:   Although  the  Department's  OMB-approved 
reporting  system  does  not  require  program  sponsors  to  report  on 
this  item,  we  can  provide  some  general  information  in  this  regard. 
We  are  aware  that  a  few  states  provide  state  funds  to  support  the 
SCSEP.   In  these  case,  the  State  often  provides  the  salaries  of 
the  project  administrators. 


EQUITABLE  DISTRIBUTION 

Mr.  Porter:   Give  some  specific  examples  of  how  national 
sponsors  and  state  actions  have  improved  equitable  distribution 
deficiencies  in  counties  between  1994  and  1996. 

Mr.  Barnicle:   Such  improvements  have  occurred  in  the 
following  counties  between  1994  and  1996:   Maricopa  County, 
Arizona;  Orange  and  Riverside  Counties,  California;  Canyon  and  Nez 
Perce  Counties,  Idaho;  Madison  County,  Indiana:  and  Cameron, 
Dallas  and  Harris  Counties,  Texas. 
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Mr.  Porter:   Describe  what  happens  to  the  existing  program 
enrollees  when  national  sponsors  elect  to  "swap"  slots  in  the 
states  at  the  "melon  cutting" . 

Mr.  Barnicle:   When  given  approval  by  the  Department, 
national  sponsors  occasionally  make  position  exchanges  for 
programmatic  and  administrative  purposes.   (On  rare  occasions, 
such  exchanges  also  take  place  between  the  nationals  and  the 
states.)   When  this  happens,  the  enrollees  who  may  be  occupying 
these  slots  become  enrollees  of  the  new  sponsor.   It  is  the 
Department's  policy  that  no  enrollee  should  lose  his/her  job 
because  of  such  exchanges . 

Mr.  Porter:   In  cases  where  national  sponsors  have  swapped 

slots  in  states,  what  formal  policies  or  procedures  are  in  place 

to  inform  state  officials  that  they  are  having  a  change  in  program 
service  providers  for  their  citizens? 

Mr.  Barnicle:   The  SCSEP  regulations  require  program  sponsors 
to  provide  copies  of  their  plans  to  the  State  Office  on  Aging  and 
the  area  agencies  on  aging.   This  is  usually  done  prior  to  the 
start  of  the  grant  period  (when  nearly  all  such  exchanges  take 
place)  as  part  of  the  grant  application  process.   Project  sponsors 
must  also  submit  their  applications  to  the  Single  Point  of  Contact 
system  in  each  state  prior  to  the  start  of  the  grant  period. 


DISLOCATED  WORKERS  AND  OUTPLACEMENT  SERVICES 

Mr.  Porter:   Some  concern  has  been  expressed  to  the  Committee 
that  the  dislocated  worker  program  may  be  competing  with  the 
private  sector  and  in  particular  the  outplacement  industry.   We 
hear  reports  of  some  companies  using  the  government  program  since 
it  is  "free",  rather  than  continuing  to  pay  for  outplacement 
services  themselves.   Is  the  Department  consciously  pursuing  a 
policy  whereby  this  Federal  program  would  take  the  place  of  the 
private  sector  outplacement  industry? 

Mr.  Barnicle:   The  Federal  government  has  acknowledged  that 
it  is  a  public  responsibility  and  social  benefit  to  help 
individuals  who  lose  their  jobs  through  no  fault  of  their  own  to 
become  reemployed  as  quickly  as  possible.   The  Department  is  not 
pursuing  a  strategy  whereby  federal  programs  would  take  the  place 
of  the  private  sector  outplacement  industry.   By  obtaining 
employer  support  for  outplacement  activities,  this  industry 
augments  the  resources  available,  and  makes  a  significant 
contribution  to  the  reemployment  of  dislocated  workers.   We  see 
the  private  sector  outplacement  industry  as  an  important  partner 
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in  achieving  the  goal  of  timely  reemployment  for  dislocated 
workers. 

The  Department  has  been  providing  labor  exchange  services 
through  the  public  employment  service  under  the  Wagner-Peyser  Act, 
since  1933.   The  Job  Training  Partnership  Act  (JTPA)  Program, 
implemented  in  1983,  authorizes  a  network  of  State  and  local 
grantees  to  use  the  most  effective  service  providers,  including 
private  sector  businesses,  to  meet  local  training  and  reemployment 
needs  based  on  a  competitive  selection  process  that  includes  a 
cost  analysis.   These  programs  are  designed  to  respond  to  a 
national,  public  need,  without  duplicating  services  that  would 
otherwise  be  available. 

JTPA  Title  III  funds  serve  only  a  small  proportion  of  all 
dislocated  workers  --  dislocated  workers  who  are  not  receiving 
services  elsewhere,  or  who  need  help  beyond  what  their  employers, 
unions  or  professional  associations  were  willing  or  able  to 
provide.   Employers,  for  example,  may  fund  private  outplacement 
services  for  some  but  not  all  of  their  workers.   In  addition,  JTPA 
provides  a  wide  range  of  services ,  such  as  retraining  and 
supportive  services  that  are  not  generally  provided  by 
outplacement  firms.   All  available  resources  for  dislocated 
workers  should  be  leveraged,  since  public  funds  for  these  workers 
are  limited. 

Decisions  as  to  types  of  services  and  service  providers  are 
made  at  the  local  level,  under  the  guidance  of  a  Private  Industry 
Council  made  up  of  local  business  leaders  and  representatives  of 
the  citizens  and  agencies  in  the  community.   The  Department  has 
actively  pursued  a  policy  of  working  with  the  private  sector, 
including  the  private  outplacement  industry,  to  ensure  maximum 
utilization  of  the  resources  available  for  the  greatest  benefit 
for  the  dislocated  workers. 

Mr.  Porter:   Isn't  it  more  cost-effective  for  the  taxpayers 
to  have  the  private  sector  bear  the  costs  of  outplacing  their 
employees,  rather  than  having  the  government  do  it?   And  can't  the 
private  sector  do  it  cheaper  than  the  government  can? 

Mr.  Barnicle:   Whenever  private  resources  address  individual 
needs  otherwise  met  through  taxpayer -supported  assistance,  the 
result  is  beneficial  to  the  taxpayer.   It  is  unlikely,  however, 
that  all  workers  dislocated  by  plant  closings,  natural  disasters, 
base  closings,  trade,  and  other  causes,  would  receive  needed 
employer -funded  services.   There  are  currently  no  Federal  or  State 
laws  which  require  employers  to  provide  these  benefits  to  their 
downsized  employees,  although  some  voluntarily  provide  services. 
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The  JTPA  grantees  are  required  to  coordinate  with  the 
employer,  the  union  representing  the  workers,  and  other  agencies 
and  organizations  to  ensure  that  resources  available  through 
public  or  private  sources  are  fully  utilized.   JTPA  funds  are  used 
only  for  activities  which  are  in  addition  to  those  which  would 
otherwise  be  available.   Therefore,  JTPA  funds  build  upon  those 
services  that  the  private  sector  is  providing,  to  ensure  a 
comprehensive  array  of  options  that  can  be  customized  to  meet  the 
various  needs  of  individual  workers  who  have  been  laid  off  and  are 
unlikely  to  return  to  their  previous  industry  or  occupation. 

We  have  no  information  demonstrating  that  the  private  sector 
is  able  to  provide  services  at  a  lower  cost  than  those  funded  by 
the  government.   It  is  difficult  to  compare  costs  of  various 
activities  for  different  groups  of  workers.   While  many  of  the 
millions  of  workers  who  lose  their  jobs  each  year  have  marketable 
skills  and  can  quickly  find  new  jobs  on  their  own  or  with  limited 
assistance,  many  others,  the  "dislocated  workers,"  do  not  have  the 
tools  to  compete  in  today's  labor  market.   The  JTPA  State  and 
local  grantees  make  sure  that  necessary  services  are  available  to 
meet  the  needs  of  eligible  dislocated  workers  who  are  unlikely  to 
return  to  their  previous  industry  or  occupation,  and  are  most  in 
need  of  and  can  benefit  from  assistance  under  the  Act. 

Mr.  Porter:   What  steps  can  the  Department  take  to  get  the 
States  and  the  local  program  people  to  involve  the  private 
outplacement  industry  in  this  effort,  rather  than  competing  with 
them? 

Mr.  Barnicle:   JTPA  Title  III  funds  are  sufficient  to  serve 
only  a  small  segment  of  dislocated  workers  who  would  not  otherwise 
receive  needed  assistance.   The  Department  continues  to  encourage 
partnership  between  public  dislocated  worker  assistance  programs 
and  private  outplacement  firms  and  has  provided  guidance  on  ways 
State  agencies  could  coordinate  with  outplacement  firms  when 
planning  and  providing  services  to  dislocated  workers. 

In  1994,  the  Department  funded  a  grant  with  the  Association 
of  Outplacement  Consulting  Firms  International  (AOCFI)  to  conduct 
workshops  across  the  country  to  identify  the  benefits  of  creating 
partnerships  between  the  private  and  public  sectors  to  provide 
cost-effective  reemployment  services. 

A  report  prepared  by  AOCFI  describing  the  results  of  these 
workshops  was  sent  by  the  Department  to  all  State  JTPA  liaisons, 
all  State  Worker  Adjustment  Liaisons,  and  all  State  Wagner-Peyser 
Administering  Agencies  in  1995.   The  Department  also  distributed  a 
case  study  prepared  by  The  Transition  Team,  a  private  outplacement 
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agency,  outlining  a  successful  partnership  in  which  an  employer, 
State  rapid  response  teams  from  two  States,  and  an  outplacement 
team  worked  together  successfully  to  provide  career  transition 
services  to  workers  affected  by  a  plant  closing. 

Although  the  JTPA  program  is  built  on  the  model  of  local 
oversight  by  private  sector  led  Private  Industry  Councils,  The 
Department  has  continued  to  promote  private  sector  partnerships  in 
the  One-Stop  model,  and  in  various  demonstration  grants  to  serve 
dislocated  workers  in  innovative  ways. 

Mr.  Porter:   What  steps  will  the  Department  take  at  the 
national  level  to  continue  to  involve  the  outplacement  industry  in 
this  effort? 

Mr.  Barnicle:   Private  sector  organizations,  including 
outplacement  firms ,  recently  have  been  awarded  grants  to 
demonstrate  innovative  service  strategies  for  dislocated  workers 
in  several  locations  around  the  country.   Private  sector 
organizations  will  be  featured  in  the  upcoming  JETT*CON  (Joint 
Employment  and  Training  Technology  Conference) ,  a  nationwide 
conference  related  to  the  use  of  technology  in  employment  and 
training. 

There  is  a  growing  list  of  successful  partnerships  between 
public  programs  and  private  outplacement  firms.   For  example,  the 
Transition  Team,  a  private  outplacement  agency,  has  had  22  joint 
projects  with  14  different  Title  III  programs  since  1994. 
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QUALITY  OF  LIFE  FOR  AT-RISK  YOUTH 


Mr.  Stokes:   According  to  page  73  of  your  Congressional 
justification,  there  are  4.7  million  youth,  ages  16-24,  living  in 
inner-city  and  rural  areas  with  poverty  rates  of  30  percent  or 
higher.   And  these  youth  face  considerable  barriers  to  succeeding 
in  life.   The  justification  goes  on  to  indicate  that  in  some  of 
these  areas  the  unemployment  for  high  school  dropouts  exceed  70 
percent.   To  what  extent  are  measurable  benchmarks,  and  goals  and 
objectives  which  are  tied  to  timetables,  built  into  this  new 
initiative? 

Mr.  Barnicle:   The  goals  and  objectives  of  this  new 
initiative  are  very  straightforward  -  to  raise  the  employment  rate 
for  16-24  year-old  out-of -school  youth  in  the  target  neighborhoods 
from  current  levels  of  less  than  50  percent  to  a  level  of  60 
percent  by  the  third  year  of  the  program  and  80  percent  by  the 
fifth  year  of  the  project.   The  80  percent  level  would  achieve 
parity  with  the  employment  levels  of  non-minority  youth  who  are  at 
least  high  school  graduates.   These  employment  goals  build  on  the 
work  of  William  Julius  Wilson  and  other  researchers  who  suggest 
that  the  pervasive  joblessness  in  inner  cities  is  the  underlying 
cause  of  many  of  the  ills  that  plague  these  communities- -poverty , 
crime,  welfare  dependency,  youth  gangs,  and  drug  abuse. 


WHAT  WORKS  FOR  AT-RISK  YOUTH 

Mr.  Stokes:   For  the  record,  would  you  elaborate  on  the 
effectiveness  of  job  training  outcomes,  and  what  works  for  at-risk 
populations? 

Mr.  Barnicle:   Over  recent  years  there  have  been  several 
evaluations  of  job  training  programs,  and  collectively  these 
studies  indicate  that  employment  and  training  programs  can  be 
effective  in  raising  the  earnings  of  disadvantaged  adults  and 
youth.   At  the  same  time,  the  studies  of  job  training  suggest  that 
it  is  not  easy  to  turn  around  the  lives  of  participants- -that 
programs  need  to  be  well-designed  to  be  effective  and  that  we 
still  need  to  strengthen  programs  to  have  the  impact  on  moving 
people  out  of  poverty  that  we  would  like  to  have. 

Disadvantaged  Adults 

The  principle  programs  for  adults  that  have  been  evaluated 
with  random  assignment  research  methods  include  JTPA,  several 
State  welfare-to-work  programs,  a  demonstration  funded  by  the 
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Rockefeller  Foundation  for  minority  single  female  parents,  a 
demonstration  funded  by  HHS  to  train  women  to  become  home  health 
care  aides,  and  the  Supported  Work  demonstration.   additionally, 
GAO  recently  completed  a  study  identifying  the  key  elements  of 
highly  regarded  adult  employment  and  training  programs. 

•  In  the  National  JTPA  Study,  over  20,000  applicants  to 
training  programs  were  randomly  assigned  to  participant  and 
control  groups.   At  30  months  follow-up,  adult  men  and  women 
who  received  JTPA  services  were  earning  roughly  $850  a  year 
more  than  controls.   This  represented  a  15  percent  earnings 
increase  for  women  and  a  10  percent  increase  for  men.   These 
results  showed  that  the  program  paid  for  itself  for  adults 
in  terms  of  benefits  to  society  within  three  years.   The 
findings  for  adult  women  on  AFDC  were  especially  strong. 
Adult  women  AFDC  recipients  who  were  enrolled  to  receive  on- 
the-job  assistance  earned  roughly  $6,000  a  year  during  the 
follow-up  period,  as  compared  to  $4,000  a  year  for  controls. 
In  the  5-year  follow-up  report  just  released  by  GAO,  earning 
gains  for  adults  continued  into  the  fourth  and  fifth  year, 
although  at  a  reduced  level. 

•  Various  studies  conducted  by  the  Manpower  Demonstration 
Research  Corporation  (MDRC)  of  State  welfare-to-work 
programs  have  found  earnings  gains  for  adult  women  generally 
in  the  range  of  10  to  30  percent  over  controls.   However, 
both  participants  and  controls  in  these  studies  have  very 
low  earnings  levels.   Recent  results  from  the  California 
GAIN  welfare- to-work  program  indicate  quite  large  impacts  on 
earnings,  particularly  at  the  Riverside  site.   At  this 
point,  immediate  job  placement  of  AFDC  recipients  is  showing 
stronger  impacts  in  the  GAIN  program  than  efforts  to  first 
increase  educational  and  occupational  skills,  but  it  is 
unclear  which  strategy  will  be  best  in  the  long-term. 

•  The  Rockefeller  Foundation  study  of  training  programs  for 
minority  female  single  parents  found  disappointing  results 
in  two  sites,  somewhat  positive  results  in  a  third  site,  and 
very  strong  positive  earnings  gains  for  the  Center  for 
Employment  Training  (CET)  in  San  Jose.   The  CET  program  is 
quite  structured  and  offers  concurrent  basic  education  and 
job  training,  close  interaction  with  case  managers,  and 
instructors  with  extensive  industry  experience  (Burghardt  et 
al . ) .  Earnings  gains  for  CET  participants  of  $1,000  a  year-- 
a  16  percent  increase  over  controls- -persisted  through  the 
fifth  year  of  the  five-year  follow-up. 
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•  A  program  to  train  women  on  AFDC  to  become  home  health  care 
aides  resulted  in  earnings  gains  over  controls  of  75 
percent,  but  again,  the  earnings  of  both  controls  and 
participants  were  very  low. 

•  The  Supported  Work  demonstration  conducted  in  the  late  1970s 
provided  sheltered  work  experiences  to  various  target 
groups.   Post-program  earnings  were  higher  for  participants 
than  controls  in  all  three  adult  groups  in  the  study- -AFDC 
women,  ex-addicts,  and  ex-offenders.  These  results  were 
statistically  significant  for  AFDC  women  and  ex-addicts,  but 
not  for  ex-offenders  (MDRC) . 

Disadvantaged  Youth 

The  main  youth  employment  and  training  programs  that  have 
been  evaluated  with  random  assignment  methods  include  JTPA  out-of- 
school  youth  programs,  JOBSTART,  the  Summer  Training  and  Education 
Program,  the  Quantum  Opportunity  Program,  and  three  demonstrations 
aimed  at  young  women  on  AFDC.   Additionally,  there  have  been  some 
non- random  assignment  evaluations  of  youth  programs  that  are 
interesting  because  of  either  their  findings  or  their  scope. 
These  include  the  evaluations  of  the  Job  Corps,  Youth  Fair  Chance, 
and  the  Entitlement  demonstration. 

•  At  the  30-month  follow-up  point  of  the  National  JTPA  Study, 
the  results  for  out -of -school  youth,  both  male  and  female, 
were  quite  disappointing.   However,  the  impacts  on  earnings 
for  both  groups  have  become  positive  in  the  5-year  follow-up 
results  just  recently  released  by  GAO.   For  male  out-of- 
school  youth,  the  earnings  impacts  were  $800  during  the 
fifth-year  of  follow-up,  and  were  statistically  significant 
at  the  90  percent  level  of  confidence. 

•  The  JOBSTART  demonstration  attempted  to  provide  a  fairly 
comprehensive  set  of  basic  skills  and  vocational  skills  to 
dropout  youth  with  low  reading  skills.   The  study  did  not 
find  positive  impacts  on  earnings  for  female  youth  or  for 
male  youth  without  a  prior  arrest  record.   However,  the 
demonstration  was  highly  effective  for  male  youth  with  prior 
arrest  records,  increasing  their  earnings  during  the  fourth- 
year  of  follow-up  by  almost  $2,000. 

•  One  of  13  JOBSTART  sites  had  particularly  high  net  impacts 
on  earnings,  the  CET  program  in  San  Jose- -the  same  site  that 
had  the  most  positive  results  in  the  Rockefeller  Foundation 
minority  female  single  parent  demonstration.    JOBSTART 
participants  at  the  CET  site  earned  over  $3,000  a  year  more 
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in  earnings  than  controls  during  the  third  and  fourth  years 
of  the  four-year  follow-up. 

The  Quantum  Opportunity  Program  (QOP)  starts  working  with 
entering  ninth-graders  and  follows  them  through  their  four 
years  of  high  school.   The  students  are  combined  into  groups 
of  20  to  25  and  stay  with  the  same  adult  coordinator  and 
fellow  students  through  the  entire  four  years.   Students 
participate  in  a  combination  of  academic  remediation, 
community  service,  and  cultural  activities.   They  also 
receive  stipends  and  educational  accrual  accounts .   A  pilot 
study  of  the  program  showed  that  it  cut  high  school  dropout 
rates  in  half  and  doubled  the  rate  of  college  entrance  of 
participants  over  controls.   Because  the  sample  was  quite 
small  in  the  pilot  study  and  the  positive  impacts  were 
concentrated  in  one  of  the  pilot  sites,  DOL  and  the  Ford 
Foundation  are  now  testing  the  program  in  a  wider 
demonstration . 

The  Youth  Fair  Chance  program  concentrates  large  amounts  of 
resources  into  relatively  small  high-poverty  urban  and  rural 
neighborhoods  in  the  hope  of  bringing  about  community-wide 
change.   Preliminary  results  from  the  seven  pilot  sites  in 
the  demonstration  show  that  dropout  rates  went  down  in  six 
of  the  seven  sites  and  teen  parenthood  rates  went  down  in 
all  six  of  the  sites  for  which  data  was  available. 

The  Summer  Training  and  Education  Program  (STEP)  added 
remedial  education,  life  skills,  and  sex  education 
components  to  traditional  summer  employment  programs.   The 
evaluation  of  STEP  funded  in  part  by  DOL  found  short-term 
positive  impacts  on  math  and  reading  scores,  but  no  long- 
term  impact  on  staying  in  school,  employment,  or  teen 
pregnancy . 

The  Entitlement  Demonstration,  begun  by  DOL  in  1978,  offered 
disadvantaged  youth  a  guaranteed  job  if  they  stayed  in 
school  or  returned  to  school.   The  job  guarantee  was  offered 
in  17  high-poverty  inner-city  or  rural  communities.   The 
evaluation  was  not  based  on  random  assignment,  but  rather  in 
comparing  four  demonstration  sites  to  four  similar  sites. 
The  results  indicated  no  long-run  impact  on  school 
completion,  but  some  post-program  impact  on  earnings. 

One  clear  finding  of  the  Entitlement  Demonstration  is  that 
inner-city,  minority  youth  will  work  if  given  the  chance. 
Of  in- school  youth  who  heard  of  the  program,  85  percent 
applied.   Of  out-of -school  youth  who  heard  of  the  program, 
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61  percent  applied  even  though  it  meant  returning  to  school 
in  order  to  get  a  job.   While  the  guaranteed  jobs  were 
provided,  the  demonstration  equalized  the  unemployment  rates 
and  employment-population  ratios  of  black  and  white  youth 
eligible  for  the  program. 

While  the  Supported  Work  evaluation  found  positive  gains  for 
the  three  adult  groups  served,  youth  served  by  Supported 
Work- -mainly  males  who  were  high  school  dropouts- -had 
slightly  lower  post-program  earnings  than  controls. 

A  multi-year  evaluation  of  the  Job  Corps  funded  by  DOL  and 
completed  in  1982  did  find  a  positive  benefit-cost  ratio  of 
$1.42  per  $1  spent  for  the  program  from  society's  point  of 
view.   The  study  found  post -program  gains  in  earnings  of 
perhaps  15  percent,  but  much  of  what  tipped  the  scale  in 
favor  of  a  positive  benefit-cost  ratio  were  savings  in 
criminal  justice  costs  due  to  reduced  serious  crimes 
committed  by  participants- -both  while  they  were  in  the 
program  and  after  they  left.   The  study  used  a  comparison 
group  rather  than  a  control  group  design. 

The  Career  Beginnings  was  aimed  at  helping  high  school 
juniors  from  low- income  families  learn  about  and  attend 
college.   The  study  found  that  53.2  percent  of  the 
experimental  group  subsequently  attended  college,  as 
compared  to  48.5  percent  of  the  control  group.   This 
difference  was  statistically  significant.   Given  that  the 
program  provided  fairly  minimal  services  and  started  late  in 
the  high  school  years  of  participants,  it  is  likely  that  a 
more  comprehensive  program  would  have  had  larger  impacts. 

There  have  also  been  three  recent  random  assignment  studies 
of  programs  aimed  at  young  women  on  AFDC .   Preliminary 
results  are  available  for  each  of  these  studies.   In  the 
State  of  Ohio's  Learning,  Earning,  and  Parenting  (LEAP) 
program,  teenage  parents  on  AFDC  receive  a  $62  bonus  in 
their  monthly  welfare  grant  if  they  return  or  remain  in 
school  and  a  $62  reduction  each  month  if  they  do  not.   Among 
teens  who  were  already  enrolled  in  school,  56  percent  in  the 
participant  group  remained  in  school  during  the  first  year 
of  follow-up,  as  compared  to  47  percent  of  the  control 
group.   Among  teens  who  were  not  initially  in  school,  47 
percent  of  the  participant  either  returned  to  school  or 
entered  a  GED  program,  as  compared  to  33  percent  of  the 
control  group. 
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The  Teenage  Parent  Demonstration  was  conducted  in  Newark, 
Camden,  and  Chicago.   Young  women  entering  AFDC  were 
required  to  participate  in  education,  work,  or  job  training. 
The  program  strongly  emphasized  to  participants  their 
responsibility  to  eventually  support  themselves  and  their 
children.   The  program  was  mandatory  for  teen  parents 
entering  AFDC.   Preliminary  results  indicate  gains  in  school 
retention,  but  no  impacts  on  subsequent  pregnancy. 

New  Chance  is  a  comprehensive  program  specifically  designed 
by  MDRC  to  best  serve  young  women  on  AFDC.   Components 
included  basic  education,  GED  preparation,  career 
exploration,  pre-employment  training,  life  skills,  health 
education  and  health  care,  family  planning,  case  management, 
child  care,  occupational  skills  training,  work  internships, 
and  job  placement.   The  target  group  was  young  women  ages  16 
to  22  who  gave  birth  at  age  19  or  younger,  were  AFDC 
recipients,  were  high  school  dropouts,  and  who  were  not 
pregnant  when  entering  the  program.   On  average,  young  women 
stayed  in  the  program  about  six  months.   Preliminary  results 
indicate  gains  in  GED  attainment,  but  no  impact  on 
subsequent  pregnancy. 


CAREERS  ACT  AND  AT-RISK  YOUTH 

Mr.  Stokes:   With  respect  to  the  Careers  Act,  what  major 
opportunities  does  the  legislation  have  to  offer  the  at-risk,  the 
out-of-school? 

Mr.  Barnicle:   The  Careers  Act  passed  by  the  House  creates  a 
dedicated  stream  of  funds  for  at-risk  youth,  but  it  does  not 
target  resources  to  out-of-school  youth  or  school  dropouts. 
Furthermore,  the  legislation  does  not  concentrate  funds  in  high 
poverty  neighborhoods,  where  a  substantial  proportion  of  out-of- 
school,  low- income  individuals  reside.   Without  such  targeting, 
the  Careers  Act  does  not  create  major  opportunities  to  concentrate 
services  on  this  difficult- to-serve  population. 

However,  the  Opportunity  Areas  for  Out- of -School  Youth 
Initiative,  proposed  in  the  President's  FY  1997  Budget,  would 
impact  on  this  population  and  ensure  that  the  needs  of  out-of- 
school  youth,  including  school  dropouts,  in  high-poverty  urban  and 
rural  areas  are  addressed  regardless  of  the  final  form  of  job 
training  consolidation  legislation.   The  initiative  is  designed  so 
that  it  could  be  carried  out  through  the  consolidation 
legislation,  and  it  incorporates  many  of  the  key  features  of  the 
consolidation  legislation,  including  a  strong  State  role  (the 
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Governor's  statement  of  support  is  required),  involvement  of  the 
private  sector,  and  a  strong  local  role  (including  involvement  of 
local  Workforce  Development  Boards) . 


CAREERS  ACT  AND  ONE- STOP  CAREER  CENTERS  AND  SCHOOL -TO -WORK 

Mr.  Stokes:   What  impact  will  the  measure  have  on  the  School - 
to -Work  initiative  under  the  Departments  of  Labor  and  Education, 
and  on  the  Department  of  Labor's  One-Stop  Career  centers? 

Mr.  Barnicle:  The  Careers  Act  calls  for  the  repeal  of  the 
School-to-Work  Opportunities  Act  of  1994,  and  in  its  current  form, 
does  not  contain  any  language  concerning  the  continuation  of 
School-to-Work  activities  by  States.   Under  this  scenario,  there 
would  be  no  assurance  that  State  School-to-Work  system  building 
efforts  would  continue.   The  Administration  would  prefer  to 
continue  a  separate  authorization  for  School-to-Work 
Implementation  grants  until  each  State  has  received  support  to 
complete  their  five-year  implementation  plan. ,   This  would  mean 
separate  funding  until  FY  2001,  the  year  in  which  the  Act  is 
currently  scheduled  to  sunset. 

For  One-Stop  Career  Centers,  the  language  in  both  the  House 
and  Senate  bills  recognize  the  implicit  value  in  this  integrated 
service  concept  by  requiring  it  for  our  nation's  jobseekers  and 
employers . 

Both  bills  identify  core  services  which  must  be  made 
available  by  each  One-Stop  system.   The  Department  believes  the 
bill  should  clarify  that  One-Stop  systems  are  to  provide  universal 
access  to  core  services ,  so  that  all  population  groups  may 
benefit.   The  Department  believes  it  is  essential  to  include  the 
House  bill's  provision  which  ensures  that  intensive  services  -- 
testing,  assessment  and  counseling  --  are  available  through 
One -Stop  systems  for  those  who  are  unable  to  obtain  employment 
through  the  core  services . 

With  respect  to  the  One-Stop  design,  the  Department  prefers 
the  original  House  language  requiring  a  physical  site  and  unified 
computer  systems  but  is  concerned  about  loophole  created  by  the 
phrase  "to  the  extent  practicable  as  determined  by  the  Governor." 
One -Stop  physical  locations  are  valuable  to  the  customer, 
eliminating  referrals  from  one  location  to  another.   The  ability 
for  customers  to  access  services  and  information  electronically 
has  been  critical  in  the  facilitation  of  customer  choice. 
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The  starting  date  for  the  new  legislation  will  also  carry 
potential  consequences  for  One-Stop  Career  Centers.   The 
Department  would  prefer  to  maintain  a  separate  funding  stream  in 
1997  and  1998  to  continue  direct  system-building  grants  to  States, 

These  Centers  will  help  ensure  that  America's  workers  have 
ready  access  to  critical  information  about  jobs,  their  skill 
requirements,  job  search  assistance,  available  training  and 
related  services,  and  the  quality  of  training  institutions  in  the 
local  and  State  labor  markets.   Legislative  support  for  a  strong 
Federal -State -local  labor  market  information  program  is  essential, 


EDUCATION  AND  JOB  SKILLS  MATTER  MORE 

Mr.  Stokes:   One  of  the  basic  massages  you  left  with  the 
committee  last  year  was  that  "education  and  job  skills  matter 
more".   Why  must  the  Federal  role  in  employment  and  training 
continue?   If  the  Federal  role  would  cease  to  exist,  what  would  be 
the  impact? 

Mr.  Barnicle :   There  are  several  compelling  reasons  why  the 
federal  role  in  employment  and  training  should  continue,  as  we 
seek  to  enhance  State  and  local  flexibility. 

First,  we  want  to  empower  individuals  by  putting  into  their 
hands  the  financing  and  information,  to  get  education,  training 
and  jobs.   The  Federal  government  has  a  special  role  in  promoting 
and  protecting  the  interests  of  all  Americans  who  work  hard  to  be 
part  of  the  middle  class  against  bureaucracies  at  all  levels. 

Second,  the  U.S.  exists  in  a  global  economic  environment  and 
has  a  national  labor  market.   If  we  are  to  respond  constructively 
to   our  competitors,  there  will  be  a  continuing  need  for  a 
national  strategy  on  workforce  preparation  that  helps  American 
workers  and  firms  adjust  to  regional  and  industry  change  and 
avoids  employment  and  training  policy  which  would  bankrupt  State 
and  local  governments.   States  by  definition  are  not  positioned  to 
provide  cross-cutting  national  visions.   Only  national  government 
can  do  this. 

Third,  States  and  localities  have  been  relying  on  Federal 
leadership  in  job  training  and  employment  programs  for  over  30 
years.   Block  grants  without  federal  leadership,  for  example, 
would  leave  States  and  localities  with  the  job  of  unraveling  the 
maze  of  Federal  and  State  job  training  initiatives  which  increased 
over  the  years . 
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Fourth,  a  common  national  approach  is  also  needed  to  prevent 
fraud  and  abuse,  assure  accountability  at  the  provider  level,  and 
provide  economies  of  scale  by  saving  States  from  having  to  spend 
additional  money  to  develop  a  substantial  portion  of  the 
accountability  package. 

Fifth,  comparable,  reliable  information  for  consumers  and 
policy-makers  requires  data  systems  driven  by  a  common  national 
approach,  and  monitored  at  the  national  level.   Only  national 
requirements  can  assure  that  such  systems  exist. 

Finally,  the  Federal  government  has  a  key  role  in  stimulating 
and  supporting  research  to  generate  new  ideas  and  determine  how 
well  programs  are  working,  as  well  as  providing  the  initiative  for 
building  the  capacity  of  the  provider  system  nationwide. 


TEENAGE  UNEMPLOYMENT  RATE 

Mr.  Stokes:   What  is  the  rate  of  unemployment  across  major 
segments  of  the  teenage  population? 

Mr.  Barnicle:   White  Youth  Ages  16-19  Unemployment  Rate, 
April  1996 

Males:  15.2  percent 
Females:  12.9  percent 
Combined:    14.1  percent 


Black  Youth  Ages  16-19  Unemployment  Rate,  April  1996 

Males:  34.1  percent 
Females:  31.3  percent 
Combined:    32.7  percent 

Monthly  unemployment  rates  for  Hispanic  male  and  female  youth  are 
not  published  by  BLS  because  of  small  size.   Annual  averages  are 
published  for  Hispanic  male  and  female  youth. 

White  Youth  Ages  16-19  Unemployment  Rate,  Annual  Average  1995 

Males:  15.6  percent 
Females:  13.4  percent 
Combined:    14.5  percent 

Black  Youth  Ages  16-19  Unemployment  Rate,  Annual  Average  1995 


25-051  96-7 
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Males:  37.1  percent 
Females:  34.3  percent 
Combined:    35.7  percent 


Hispanic  Youth  Ages  16-19  Unemployment  Rate,  Annual  Average  1995 


Males:  25.3  percent 
Females:  22.6  percent 
Combined:    24.1  percent 


OUT-OF- SCHOOL  UNEMPLOYMENT  RATE 

Mr.  Stokes:  What  is  the  rate  of  unemployment  across  major 
segments  of  the  out-of -school  population?  How  does  your  budget 
address  this  target  group? 

Mr.  Barnicle:  The  rate  of  unemployment  of  out-of -school 
youth  varies  greatly  by  age,  race,  ethnicity,  and  educational 
attainment.   It  differs  only  slightly  by  gender. 

For  out-of- school  white  youth  ages  16-24,  the  unemployment 
rate  is  11  percent.   This  breaks  down  to  19.7  percent  for  16-19 
year-olds  and  9.1  percent  for  20-24  year-olds.   Among  16-24  year- 
old  out-of -school  white  youth  who  are  high  school  dropouts  the 
unemployment  rate  is  20  percent,  as  compared  to  10.9  percent  for 
high  school  graduates  with  no  colleges;  6.6  percent  with  some 
college;  and  5  percent  with  a  college  degree. 

For  out-of -school  Black  youth  ages  16-24,  the  unemployment 
rate  is  23  percent.   This  breaks  down  to  38  percent  for  16-19  out- 
of  -school  youth  and  19.9  percent  for  20-24  year-olds.   Among  16-24 
year-old  out-of-school  Black  youth  who  are  high  school  dropouts, 
the  unemployment  rate  is  40.5  percent;  as  compared  to  22.3  percent 
for  high  school  graduates  with  no  college;  14.3  percent  for  those 
with  some  college;  and  1.4  percent  for  college  graduates.   College 
graduates  make  up  only  3  percent  of  the  Black  16-24  year-old  out- 
of-school  population. 

For  out-of-school  Hispanic  youth  ages  16-24,  the  unemployment 
rate  is  14  percent.   This  breaks  down  to  19.7  percent  for  16-19 
out-of-school  youth  and  12.8  percent  for  20-24  year-olds.   Among 
16-24  year-old  out-of-school  Hispanic  youth  who  are  high  school 
dropouts,  the  unemployment  rate  is  15.7  percent;  as  compared  to 
13.4  percent  for  high  school  graduates  with  no  college;  and  13.2 
percent  for  those  with  some  college.   College  graduates  make  up 
less  than  2  percent  of  the  Hispanic  16-24  year-old  out-of-school 
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population,  and  the  numbers  are  too  small  for  an  unemployment  rate 
to  be  published. 

Unemployment  rates  understate  the  employment  problems  of 
minority  out-of -school  youth  because  so  many  of  these  youth  are 
not  even  looking  for  work  and  are  characterized  as  out  of  the 
labor  market  rather  than  unemployed.   The  employment  rate  (the 
employment/population  ratio)  is  a  better  indicator  of  the  labor 
market  situation  of  these  youth.   Data  from  the  1990  Census  show 
that  the  employment  rate  of  16-24  year-old  out-of-school  youth, 
living  in  neighborhoods  of  30  percent  or  higher  poverty,  is  only 
46  percent.   For  Black  youth  in  these  areas,  the  employment  rate 
is  only  38  percent. 

The  1997  budget  addresses  the  out-of-school  youth  target 
population  through  a  new  $250  million  initiative  that  would  create 
Opportunity  Areas  for  youth  living  in  high-poverty  urban  and  rural 
communities.   It  would  concentrate  resources  in  these  areas  in 
order  to  boost  the  employment  rate  from  the  current  level  of  less 
than  50  percent  to  a  level  of  60  percent  by  the  third  year  of  the 
project  and  long  term,  to  a  level  of  80  percent  (the  employment 
level  for  non-minority  out-of-school  youth  with  at  least  a  high 
school  diploma) .   By  significantly  boosting  employment  levels  in 
poor  communities  to  80  percent,  we  believe  that  we  will  have 
profound  effects  on  all  elements  of  life  in  poor  communities- -drug 
use,  crime,  youth  gangs,  welfare  dependency,  and  poverty. 


IMPACT  OF  CONTINUING  RESOLUTIONS 

Mr.  Stokes:   On  a  broader  level,  what  was  the  impact  of  the 
series  of  continuing  resolutions  on  the  people  served  by  the 
programs  under  your  purview? 

Mr.  Barnicle:   The  most  obvious  impact  of  the  uncertainty  of 
federal  funding  was  the  inability  of  states  and  service  delivery 
areas  to  effectively  plan  for  the  next  program  year.   This 
inability  to  plan  had  an  adverse  effect  on  the  ability  of  the  SDAs 
to  ensure  high  quality  of  services  to  participants  that  result  in 
placement  into  meaningful  jobs. 

The  immediate  impact  was  the  layoffs  of  staff  in  the  service 
delivery  areas  in  those  programs  facing  a  cut.   In  addition,  SDAs 
were  hesitant  to  fully  enroll  participants  into  the  programs 
because  of  their  uncertainty  as  to  whether  or  not  the  funds 
available  would  enable  participants  to  complete  the  training 
offered. 
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JTPA  Titles  II -A  Adult  and  II -C  Youth  Training  Grants  Programs 

For  the  year-round  adult  and  youth  programs,  the  lack  of 
planning  guidance  and  funding  levels  created  many  uncertainties. 
Many  SDAs  were  forced  to  delay  actions  which  would  have  permitted 
them  to  coordinate  their  activities  with  the  employment  and 
training  community  for  the  forthcoming  program  year  which  begins 
in  July.   Furthermore,  they  were  not  be  able  to  meet  the 
legislative  requirements  for  publication  of  their  plans.   In  many 
instances,  that  resulted  in  late  submittal  and  approval  of  plans. 
In  terms  of  people  impacts  at  the  staff  level,  uncertainties 
surrounding  funding  impacted  on  hiring  decisions  for  both  the 
summer  and  year-round  programs.   Decisions  for  such  activities  as 
renting  space  and  arranging  for  educational  enrichment  for  the 
summer  program  were  delayed  or  eliminated.   Lack  of  information 
created  difficulties  with  local  procurement  rules  which  require 
the  publication  of  competitive  bids. 


JTPA  Title  II -B  Summer  Jobs  Program 

In  light  of  the  uncertainty  of  the  funding  surrounding  the 
summer  program,  States  and  Service  Delivery  Areas  (SDAs)  did  not 
take  any  actions  relating  to  planning  for  this  program. 

o     In  a  survey  conducted  by  National  Association  of  Training 
and  Employment  Professionals  (ATEP) ,  an  affiliate  of  the 
National  Association  of  Counties,  more  than  40%  of  the 
respondents  indicate  that  they  had  not  received  any 
information  from  their  State  offices  or  their  Private 
Industry  Councils  (PICs)  as  it  related  to  planning  guidance 
for  this  years'  summer  activities. 

o     The  guidance  which  States  provide  is  normally  the  result  of 
guidance  issued  by  the  Department  which  had  been  delayed 
pending  resolution  of  the  1996  budget. 


LAID -OFF  WORKERS 

Mr.  Stokes:   In  each  of  the  last  five  years,  how  many  workers 
in  the  United  States  have  been  laid-off  through  no  fault  of  their 
own?   What  are  the  estimated  numbers  for  FY  1996  and  1997? 

Mr.  Barnicle:   The  number  of  workers  who  were  laid  off  at  any 
time  during  1995  was  in  excess  of  18  million  people.   About  two- 
thirds  of  these  workers  were  only  on  temporary  layoff,  and  quickly 
returned  to  their  previous  job. 
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Of  the  6  million  workers  in  1995  who  were  permanently  laid 
off  through  no  fault  of  their  own,  about  60  percent  had 
transferable  skills  and  were  able  to  find  new  jobs  on  their  own  or 
with  limited  job  search  assistance.   The  remainder,  approximately 
2.4  million  workers,  were  permanently  laid  off  with  little 
opportunity  to  return  to  their  previous  industry  or  occupation. 
These  are  the  "dislocated  workers",  the  focus  of  the  Department  of 
Labor's  Dislocated  Worker  programs. 

A  recent  report  released  by  the  Council  of  Economic  Advisors 
and  the  Chief  Economist  for  the  U.S.  Department  of  Labor  entitled 
"Job  Creation  and  Employment  Opportunities:  The  United  States 
Labor  Market,  1993-1996"  states  that  "The  overall  number  of 
workers  displaced  was  roughly  the  same  proportion  of  the  workforce 
in  1991-2  as  in  1981-82. . ." 

Also  noted  in  the  CEA  report  was  research  published  by  the 
Federal  Reserve  Bank  of  San  Francisco  which  concluded  that  "after 
controlling  for  the  business  cycle,  the  share  of  unemployment 
attributable  to  permanent  dismissals  (rather  than  temporary 
layoffs)  has  increased--  particularly  from  1980  to  1993.   A  higher 
proportion  of  job  losers  thus  do  not  expect  to  be  recalled  by 
their  former  employers." 

Our  best  estimates  suggest  that  between  2.2  and  2.8  million 
workers  were  "dislocated"  each  year  between  1991  and  1995.   We 
estimate  that  there  will  be  at  least  2.2  million  dislocated 
workers  per  year  in  1996  and  1997. 

Mr.  Stokes:   In  each  of  the  those  years,  how  many  and  what 
percentage  of  these  workers  were  served  by  the  Dislocated  Workers' 
Program?   For  FY  1996  and  1997 ,  how  many  can  be  served? 

Mr.  Barnicle:   In  1996,  an  estimated  588,200  dislocated 
workers  will  be  served  compared  to  636,600  estimated  to  be  served 
in  1997.  The  number  of  dislocated  workers  served  and  the  percent 
served  of  the  estimated  dislocated  workers  universe  over  the  last 
five  years  (1991  through  1995)  plus  estimates  for  1996  and  1997  is 
as  follows: 
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Program  Year 

Number  of 

Dislocated  Workers 

Served 

Percent  Served 
of  Estimated 
Dislocated 
Worker  Universe 

1991 

332,200 

13.3% 

1992 

312,100 

12.5% 

1993 

306,300 

12.3% 

1994 

500,000 

20.0% 

1995 

639,800 

25.6% 

1996 

588,200 

26.7% 

1997 

636,600 

28.9% 

LOCAL  GOVERNMENT  AND  PRIVATE  SECTOR  TRAINING  INVESTMENT 


Mr.  Stokes:   Most  companies  consider  training  to  be  a 
worthwhile  investment,  to  what  extent  do  State  and  local 
governments,  and  private  employers  invest  in  training? 

Mr.  Barnicle :   Investment  in  training  and  education  is  an 
economic  decision.   Billions  of  dollars  are  invested  in  training 
by  firms,  individuals  and  through  the  government  at  all  levels. 

We  have  limited  insight  into  the  amount  of  the  investment  in 
training  by  State  and  local  governments.   We  do  know  that  States 
spend  very  little  on  training  low  income  and  unemployed  workers, 
but  are  expanding  their  uses  of  training  as  an  economic 
development  tool .   Training  is  not  only  used  to  attract  firms  to 
States,  but  also  to  induce  existing  employers  to  create  new  jobs 
and  improve  the  business  performance  of  those  firms  through 
expansion.   States  operate  customized  training  programs  on  worker 
training  as  well  as  provide  one-time  training  subsidies  when 
recruiting  large  industrial  firms.   Also,  States  increasingly  are 
reporting  a  demand  for  the  upgrading  of  employed  workers . 

It  has  been  estimated  that  U.S.  employers'  investments  in 
formal  training  range  from  $30  billion  to  $44  billion.   While  no 
precise  estimates  are  available,  there  is  no  doubt  that  employer- 
provided  training  is  a  large  enterprise.   Informal  training 
estimates  range  from  $105  billion  to  $210  billion  or  more  per 
year. 
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DELAY  IN  SUMMER  FUNDING 

Mr.  Stokes:   While  communities  across  the  country  were 
pleased  to  finally  have  funds  for  the  Summer  Jobs  program,  the 
delay  did  present  problems.   Specifically,  what  was  the  impact  of 
the  delay,  and  to  what  extent  has  the  private  sector  stepped  in  to 
help  provide  summer  jobs  for  youth  in  their  business  community? 

Mr.  Barnicle:   While  summer  allocations  are  normally  issued 
by  the  end  of  January,  funds  were  not  released  this  year  until 
April  12.  In  response  to  the  uncertainty  surrounding  the  funding 
of  the  summer  program  this  year,  States  and  service  delivery  areas 
(SDAs)  took  little  action  to  plan  for  this  program.   As  a  result, 
States  and  SDAs  lost  three  months  of  valuable  time  to  plan,  begin 
recruitment,  eligibility  determination  and  assessment,  as  well  as 
to  develop  remediation  components,  identify  worksites,  enter  into 
financial  agreements,  and  hire  summer  staff,  particularly 
teachers,  who  may  have  already  accepted  other  summer  jobs.   States 
and  SDAs  will  have  to  work  double  time  to  maintain  the  quality  and 
effectiveness  of  their  programs  and  provide  well -supervised  jobs 
to  as  many  disadvantaged  youth  as  possible. 

The  Department  is  doing  everything  it  can  to  make  this 
summer's  program  successful  and  we  are  hopeful  that  approximately 
500,000  economically  disadvantaged  youth  will  be  served. 

From  our  evaluations,  we  know  that  the  exceptional, 
innovative  summer  programs  that  have  operated  in  the  past  years 
require  substantial  advance  planning  by  experienced  staff.   This 
year,  however,  some  programs  will  have  to  begin  with  less  than  two 
months  of  preparation. 

Private  sector  summer  employment  programs,  where  they  exist, 
are  small  and  generally  not  limited  to  the  disadvantaged.   They 
serve  as  a  complement  to  the  public  summer  jobs  program,  rather 
than  a  substitute. 

The  Department  continues  to  actively  solicit  private  sector 
involvement  in  "partnering"  with  the  private  sector  summer  jobs 
programs  to  create  unsubsidized  summer  employment  opportunities, 
for  disadvantaged  youth.   The  Department  does  not,  however,  expect 
the  private  sector  to  make  up  the  anticipated  shortfall  in  numbers 
served  which  may  result  from  the  reduced  funding  and  delayed 
appropriation  of  funds.   In  fact,  a  survey  conducted  earlier  this 
year  by  the  National  Association  of  Counties  (NaCO)  found  that 
only  32  percent  of  survey  respondents  had  attracted  corporate 
funds  for  summer  jobs  programs  this  year.   Sixty- eight  percent  of 
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responding  SDA  administrators  were  not  planning  to  use  private 
funds  for  summer  activities. 


FEDERAL  ROLE  IN  SUMMER  JOBS 

Mr.  Stokes:   Explain  why  the  federal  role  in  Summer  Jobs  must 
continue  and  why  the  funding  must  be  restored  to  the  level 
requested. 

Mr.  Barnicle:   Throughout  the  FY  1995  rescission  process  and 
the  FY  1996  budget  process,  the  Administration  stressed  the 
importance  of  keeping  the  Summer  Jobs  Program  for  our  nation's 
most  disadvantaged  and  difficult  to  employ  youth.   Most 
disadvantaged  youth  would  not  otherwise  have  this  opportunity.   A 
1995  study  of  20  cities  with  the  largest  public  sector  summer  jobs 
programs  indicated  that  about  a  million  disadvantaged  young  people 
would  not  be  able  to  find  summer  jobs  in  1996  without  the  public 
summer  jobs  program.   The  report  indicated  that  there  are  two 
eligible  applicants  for  every  public  sector  summer  job  in  these 
cities.   The  Department  recognizes  the  valuable  job  opportunities 
that  exist  in  the  private  sector  for  some  youth,  and  is  trying  to 
promote  links  with  the  private  sector.   At  the  same  time  the 
public  summer  jobs  program  can  provide  important  opportunities  in 
communities  where  there  are  insufficient  private  opportunities. 

While  Federally- funded,  the  Summer  Jobs  Program  is  run  as  a 
partnership,  with  local  communities  making  agreements  with  schools 
and  community  organizations  to  provide  summer  jobs  and  learning 
services.   This  program  provides  valuable  work  experience 
opportunities  for  hundreds  of  thousands  of  our  youth,  and  the 
President  believes  this  program  must  be  continued.   This  program 
is  also  one  that  has  been  shown  to  work  and  to  make  a  difference 
in  people's  lives.   For  the  vast  majority  of  the  kids  in  the 
program,  it  is  the  first  time  in  their  lives  that  they  are  earning 
a  living,  and  learning  how  to  cope  in  the  world  of  work. 


NUMBER  OF  SUMMER  PARTICIPANTS  AND  TYPES  OF  SUMMER  JOBS 

Mr.  Stokes:   How  many  summer  jobs  will  the  FY  1997  Budget 
request  provide,  and  how  does  this  compare  with  the  number 
supported  in  FY  1996,  1995,  and  1994? 

Mr.  Barnicle:   An  estimated  574,000  participants  will  be 
served  in  the  1997  Summer  program,  compared  to  an  estimated 
521,400  in  the  1996  summer  program  and  approximately  489,200  in 
1995  and  574,500  in  1994. 
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Mr.  Stokes:   What  types  of  jobs  are  provided  and  why  is  the 
investment  in  summer  jobs  critical  to  the  nation's  youth  and  their 
long-term  development? 

Mr.  Barnicle:   Typical  summer  jobs  are  clerical  positions  in 
city  offices,  work  in  lawn  maintenance  on  public  properties, 
recreation  work  at  parks,  supervising  and  tutoring  children  at  a 
day  care  center,  and  serving  as  a  nurse's  assistant  in  a  hospital. 
All  these  jobs  are  "real",  not  make-work,  and  provide  a  chance  to 
teach  the  work  ethic  to  youth,  and  teach  them  how  to  work.   In 
addition,  these  jobs  can  and  do  lead  to  part-time  employment  for 
the  youth  during  the  school  year,  and  full-time  employment  after 
school  graduation.   These  jobs  also  provide  youth  with  information 
which  can  influence  them  to  seek  further  education  and  training  in 
certain  occupational  areas. 

The  private  sector,  through  the  Private  Industry  Council, 
contributes  its  expertise  in  the  identification  of  worksites  which 
will  provide  youth  with  skills  needed  for  private  sector  job 
opportunities . 

Westat  in  their  1993  study  of  the  Summer  Youth  Employment  and 
Training  Program  (SYETP)  identified  the  major  types  of  work 
participants  were  engaged  in.   This  identification  was  based  on 
site  visits  at  a  representative  sample  of  50  Service  Delivery 
Areas  (SDAs) .   Jobs  provided  in  SYETP  are  almost  entirely  in  the 
public/non-profit  sector. 
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The  study  reported  the  following  distribution  of  activities: 


Type  of  Activity 

Percentage  of 

Work  Experience 

Enrollees 

Office,  clerical 

25% 

Building  maintenance,  custodial,  repair 

15% 

Recreation,  camps,  playgrounds 

11% 

Grounds,  landscaping,  conservation 

9% 

Classroom  aide 

8% 

Day  care 

7% 

Health  service 

5% 

Libraries,  museums,  labs 

4% 

Food  service 

2% 

Construction  work 

1% 

Other 

13% 

The  other  category  in  the  above  table  includes  jobs  in  fine  arts 
and  theater  productions,  in  government  agencies,  in  agriculture 
and  fisheries,  and  as  mechanics  or  community  service  aides. 
We  cannot  ignore  our  nation's  disadvantaged  youth.   The  ages  of 
14-21  is  a  critical  time  when  young  people  should  be  competing 
their  educations,  and  entering  careers.   Forty  percent  of 
enrollees  in  the  Summer  Program  are  14  or  15  years  old,  and 
another  forty  percent  are  16  or  17.   For  many  in  this  age  group, 
it  can  be  a  time  of  criminal  and  violent  behavior  and  a  time  when 
single-parent,  welfare-dependent  families  are  started.   This 
program  provides  valuable  work  experience  opportunities  for 
hundreds  of  thousands  of  our  nation's  youth.   Many  youth  in  the 
summer  program  have  never  worked  before  and  many  have  parents  who 
are  not  working.   This  is  how  these  youth  learn  discipline,  how  to 
work,  and  the  meaning  of  the  work  ethic.   Without  the  public 
sector  summer  jobs  program,  many  poor  youth  would  not  have  summer 
jobs  and  learning  opportunities  to  better  their  basic  reading  and 
math  skills.   Many  summer  youth  participants  live  in  inner  cities 
and  rural  areas  where  there  are  few  opportunities  to  work,  and 
these  summer  jobs  provide  them  with  money  for  school  clothes  and 
supplies  and  other  necessities. 
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HISTORICAL  SUMMER  JOBS  TABLE 

Mr.  Stokes:   For  the  record,  include  a  chart  indicating  the 

number  of  jobs  provided  under  the  summer  Jobs  program  since  the 
program's  inception. 

Mr.  Barnicle:   The  requested  participant/jobs  table  follows. 

Summer  Participants/Jobs 

TP  1984  (CY  84)  Actual  943,463 

PY  1984  (CY  85)  Actual  786,662 

PY  1985  (CY  86)  Actual  746,554 

PY  1986  (CY  87)  Actual  624,015 

PY  1987  (CY  88)  Actual  640,626 

PY  1988  (CY  89)  Actual  607,576 

PY  1989  (CY  90)  Actual  584,727 

PY  1990  (CY  91)  Actual  555,198 

PY  1991  (CY  92)  Actual  782,139 

PY  1992  (CY  93)  Actual  647,398 

PY  1993  (CY  94)  Actual  574,453 

PY  1994  (CY  95)  Pre-Actual  489,200 

FY  1996  (CY  96)  Estimate  521,402 

FY  1997  (CY  97)  Request  573,923 
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CHANGES  IN  THE  SUMMER  JOBS  PROGRAM 

Mr.  Stokes:   To  what  extent  has  the  Summer  Jobs  program 
changed  since  its  inception?   In  your  professional  judgement,  are 
there  specific  changes  that  we  should  be  considering  which  would 
better  benefit  the  individuals  served  by  the  program?   If  so, 
explain. 

Mr.  Barnicle:   The  Job  Training  Reform  Amendments  of  1992 
provided  important  new  policy  direction  for  the  Summer  Jobs 
Program  by  mandating  the  closer  integration  for  youth  between 
academic  fundamentals,  such  as  reading  and  math,  and  work 
requirements.   Beginning  in  the  summer  of  1993,  the  summer  program 
has  played  an  important  role  in  our  "First  Jobs/New  Jobs/Better 
Jobs"  strategy- -a  program  where  new  entrants  to  the  labor  force 
and  those  with  short  work  histories: 

a.  build  and  refine  a  strong  foundation  of  workplace 
competencies  and  discipline;  and, 

b.  gain  an  abiding  appreciation  of  the  inextricable 
connection  between  work  and  learning  ("life -long 
learning")  which  is  so  critical  to  a  long-term  attachment 
to,  and  success  in,  a  rapidly  changing  labor  market. 

New  program  emphases  included: 

a.  objective  assessment  of  each  participant,  including  the 
identification  of  service  needs; 

b.  educational  enrichment  (Last  year's  goal  was  to  provide 
educational  services  to  64  percent  of  participants. 
Nationwide,  we  achieved  64  percent,  with  many  States 
actually  providing  educational  services  to  100  percent  of 
their  participants.) 

c.  integration  of  work  and  learning  through  the  application 
of  the  SCANS  skills  and  work-based  learning;  and 

d.  limited  private  sector  internships. 

In  addition,  renewed  areas  of  program  emphases  included  the 
importance  of: 

a.  help  students  to  have  a  meaningful  work  experience; 

b.  coordination  with  the  local  school  systems; 
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c.  coordination  with  the  school- to-work  and  Title  II-C 
programs;  and, 

d.  involvement  of  the  private  sector. 

We  propose  to  continue  the  summer  jobs  program  which 
integrates  academic  fundamentals  and  work  requirements  in  this 
way.   The  summer  jobs  program  provides  critical  first 
opportunities  for  economically  disadvantaged  youth  to  be  exposed 
to  the  world  of  work.   The  workforce  development  system  should 
continue  our  longstanding  commitment  to  this  successful  program. 
While  we  expect  that  most  areas  would  continue  to  operate  summer 
jobs  programs  even  if  they  are  not  required  in  any  new 
legislation,  specific  language  regarding  this  program  would 
provide  added  emphasis. 


JOB  CORPS  CENTER  RELOCATIONS 

Mr.  Stokes:   For  the  past  several  years,  the  Department  has 
identified  Job  Corps  centers  which  needed  to  be  relocated,  and  a 
number  have  been  relocated.   For  the  record,  provide  a  list  of 
those  in  need  relocation,  and  the  process  and  costs  associated 
with  this  activity. 

Mr.  Barnicle:   Provided  below  is  a  list  of  the  5  Job  Corps 
centers  that  are  currently  considered  to  be  candidates  for 
relocation.   These  centers  are  now  housed  in  facilities  that  do 
not  provide  a  suitable  campus  environment  that  is  conducive  to 
effective  operations.   Furthermore,  they  are  all  located  on 
parcels  of  land  that  do  not  allow  for  useful  facility 
modifications.   The  cost  for  relocating  these  centers  would  be  in 
the  range  of  $20-$25  million  each. 

Atlanta,  Ga 
Cincinnati,  Oh 
Cleveland,  Oh 
Jacksonville,  Fl 
Little  Rock,  Ar 

Because  center  relocations  tend  to  be  relatively  costly, 
they  are  normally  undertaken  only  when  the  Job  Corps 
appropriation  for  facility  construction  and  rehabilitation  is 
specifically  augmented  for  this  purpose.   When  funding  for 
relocating  a  particular  center  is  provided,  the  normal  steps 
for  accomplishing  the  relocation  are  as  follows:  1)  site  search 
using  competitive  procedures;  2)  site  selection  after 
consultation  with  State  and  local  political  leaders;  3) 
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acquisition  of  selected  site  (normally  via  outright  purchase) 
after  formal  appraisal;  4)  design  and  engineering  work;  5)  new 
construction  ar.d/or  major  rehabilitation  of  existing 
structures;  6)  activation  of  new  site  and  transfer  of  staff  and 
students  to  the  new  facility.   This  process  normally  takes 
about  three  full  years  to  complete. 


JOB  CORPS  IMPROVEMENTS 

Mr.  Stokes:   With  respect  to  the  Job  Corp  program,  what 
improvements  have  you  made  since  you  were  here  last?  What  are  the 
benefits  from  these  improvements? 

Mr.  Bamicle :   Over  the  past  few  years,  we  have  taken  a 
number  of  steps  to  improve  the  quality  and  effectiveness  of 
services  to  Job  Corps  students .   Some  of  the  more  important 
efforts  include: 

o   Implementation  of  a  zero  tolerance  policy  against  drugs  and 
violence  in  Job  Corps.   Our  very  preliminary  data  suggest 
that  zero  tolerance  is  having  an  overall  beneficial  impact 
on  program  effectiveness.   This  is  demonstrated  by  increased 
program  completion  rates,  along  with  reductions  in  both  AWOL 
terminations  and  resignations.   As  expected,  the  preliminary 
data  also  indicate  that  zero  tolerance  has  increased  the 
number  of  students  who  are  terminated  for  behavioral 
infractions  (both  zero  tolerance  terminations  and  other 
terminations  based  on  poor  behavior) .   Prior  to  zero 
tolerance,  the  monthly  percentage  of  behavioral  terminations 
tended  to  fall  in  the  10%-15%  range.   It  has  recently  been 
falling  in  the  25%-30%  range. 

o  Focussing  resources  on  correcting  the  problems  at  Job  Corps 
centers  that  have  been  chronically  poor  performers.   A 
variety  of  corrective  actions  have  yielded  positive  results 
at  many  of  the  20  centers  that  Job  Corps  staff  and  OIG  staff 
identified  as  persistently  poor  performers  in  January  1995. 
Five  of  these  centers  (Dayton,  Delaware  Valley,  Frenchburg, 
Grand  Rapids,  and  Gulfport)  now  rank  no  lower  than  59  out  of 
108.   We  are  further  encouraged  by  the  progress  being  made 
at  most  of  the  remaining  centers  on  the  list. 

o  Refining  our  performance  measurement  system  to  sharpen  the 
focus  on  placement  of  students  in  higher  paying  training- 
related  jobs.   The  5 -year  upward  trend  in  the  number  and 
quality  of  placements  has  continued  through  the  first  9 
months  of  PY  1995  (July  1995  -  March  1996).   During  this 
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period,  Job  Corps  tenninees  experienced  an  overall  placement 
rate  of  73%,  with  50%  of  these  being  in  training  related 
jobs,  and  an  average  wage  at  placement  of  $5.94  per  hour. 
All  of  these  performance  indicators  are  equal  to  or  better 
than  those  achieved  in  the  preceding  year. 

Conducting  school  to  work  pilot  programs  at  three  Job  Corps 
centers .   Building  and  expanding  on  previous  work  experience 
programs ,  the  Department  implemented  school  to  work  pilot 
programs  at  the  Penobscot,  New  Orleans  and  Springdale  Job 
Corps  centers.   The  early  assessment  of  these  pilot  programs 
indicates  that  they  show  great  promise  in  terms:  active 
participation  and  involvement  of  local  employers  who  provide 
work  places  for  the  students;  accelerated  skills  growth 
through  exposure  of  students  to  real -life  work  settings;  and 
employer   feedback  to  center  instructional  staff  on  ways  to 
better  prepare  the  students  for  the  work  place  in  terms  of 
academic  and  vocational  skills  and  deportment. 

Continual  Modernization  of  Vocational  Offerings.   Improved 
placement  performance  is~  at  least  partly  attributable  to  the 
painstaking  process  Job  Corps  uses  to  ensure  that  vocational 
training  programs  meet  industry  needs  and  expectations.   Job 
Corps  follows  a  regular  schedule  for  revising  industry- 
certified  tasks  lists,  called  Training  Achievement  Records 
(TARs) ,  for  its  40+  vocational  training  programs.   This 
revision  process  makes  use  of  academic  and  vocational 
education  experts  and,  most  importantly,  industry 
representatives  from  the  trades  being  studied. 

Upgrades  in  Academic  Education  and  Social  Skills  Training. 
Job  Corps  also  has  continually  upgraded  its  education 
program  by  providing  its  instructors  with  advanced  training 
tools  such  as  a  computerized  student  progress  tracking 
system.   In  addition,  Job  Corps  has  instituted  a  Maximizing 
Academic  Potential  (MAP)  program  for  students  with  special 
learning  needs .   Job  Corps  has  built  on  the  success  of  its 
Social  Skills  Training  program  by  providing  staff  training, 
technical  support  and  program  enhancements .   All  of  these 
improvements  have  meant  that  Job  Corps  students  are  more 
prepared  to  enter  and  succeed  in  the  workplace. 
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ONE -STOP  CAREER  SYSTEM  IMPLEMENTATION 

Mr.  Hoyer:   The  Congress  has  funded  the  Department  of  Labor 
to  begin  to  build  One -Stop  Career  Systems  and  America's  Labor 
Market  Information  System.   Can  you  give  us  an  update  on 
implementation  of  these  systems?   When  do  you  expect  to  have  them 
full  up  and  running  across  the  country? 

Mr.  Barnicle:   The  Department  and  its  State  partners  are 
making  substantial  progress  in  One -Stop  system-building  and  the 
introduction  and  expansion  of  America's  Labor  Market  Information 
System  (ALMIS)  which  supports  the  One -Stop  grants. 

Implementation  grants  were  awarded  to  16  States  in  1994  and 
1995.   A  total  of  26  One-Stop  Career  Centers  have  already  opened 
in  the  initial  six  Implementation  States.   A  total  of  53  Centers 
will  be  opened  by  the  end  of  June  1996.   The  rate  of  opening  will 
increase  in  the  fall  and  winter  of  1996,  as  additional  Centers 
come  "on-line . " 

A  total  of  38  States  now  have  planning  and  development 
grants.   These  States  are  eligible  to  apply  for  Implementation 
grant  funding  under  a  formal  competition  to  be  announced  soon. 
The  Department  expects  to  award  7  to  12  new  Implementation  grants 
by  Fall  1996. 

The  Department  has  requested  $150  million  in  1997  resources. 
At  this  level,  we  would  expect  to  fund  an  additional  14  -  23 
States  for  the  first  year  of  their  Implementation  activities. 
These  grants  are  based  on  a  36  month  expectation  for  the  State  to 
achieve  full  One -Stop  implementation  in  its  labor  markets,  with 
Year  2  and  Year  3  continuation  funding  based  on  continuing 
satisfactory  State  performance  against  the  grant  objectives  and 
the  availability  of  appropriations  from  the  Congress. 

The  Department  has  also  provided  funding  to  10  Local  Learning 
Laboratories  in  1994.   A  subset  of  these  grants  will  be  funded  in 
1996. 

The  LMI  formula  grants  made  to  all  States  in  1995  are 
producing  a  limited  group  of  nationally  consistent  LMI  core 
products . 

America's  Job  Bank  has  significantly  expanded  its  efforts  to 
provide  services  to  the  One -Stop  customer  and  the  Internet 
customer.   Employer  direct  entry  of  job  orders  on  the  publicly- 
funded  America's  Job  Bank  rolled  out  in  November  1995.   A  total  of 
1,000+  employers  now  directly  list  with  the  AJB.   A  total  of  29 
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State  job  banks  are  now  accessible  on  Internet,  with  400,000+  jobs 
available  on  a  daily  basis.   "Hits"  on  the  Internet  have  increased 
steadily;  from  just  over  15,000  in  February  1995  to  5,318,748  in 
April  1996.   Independent  rating  services  and  publications  continue 
to  give  high  "content"  marks  to  AJB. 

One  important  component  of  the  LMI  system  is  the  development 
of  a  module  for  making  performance  histories  of  education  and 
training  service  providers  available  to  One -Stop  customers  and 
administrators.   The  Consumer  Report  System  (CRS)  is  an  automated 
report  generator  which  draws  data  out  and  displays  the  information 
in  various  forms  which  will  be  easy  to  read  and  use  by  the  One- 
Stop  customers.   Texas  is  working  with  the  other  One-Stop  States 
in  the  testing  of  the  current  CRS  version,  and  adapting  the 
program  during  1996  to  meet  the  customized  needs  and  follow-up 
objectives  of  the  States. 

The  Department  is  also  taking  steps  to  standardize  the 
nation's  wage  surveys.   This  action  will  result  in  reduced 
employer  burden,  with  salutary  effects  for  other  ALMIS  on-going 
work  on  short-term  and  long-term  occupational  forecasts. 
Prototypes  are  also  now  available  for  short-term  and  long-term 
occupational  projections. 


QUALITY  OF  JOB  TRAINING  PROGRAMS 

Mr.  Hoyer:   I  am  impressed  that  placement  rates  and  salaries 
in  the  Job  Corps  program  have  risen  dramatically  over  the  past  two 
years.   What  has  the  Administration  done  to  improve  the  quality  of 
job  training  programs  and  make  sure  that  people  who  go  through 
them  get  high  paying  jobs? 

Mr.  Barnicle:   The  Department  has  taken  an  aggressive  stance 
to  improve  program  quality,  customer  service  and  system 
performance  and  to  embed  quality  practices  within  the  job  training 
system.   Examples  of  these  efforts  are  as  follows: 

We  have  invested  in  replicating  one  of  the  models,  Center  for 
Employment  and  Training,  that  GAO  included  in  its  just-completed 
study  of  well-regarded  employment  and  training  programs.   A  number 
of  initiatives  have  been  undertaken  under  the  SIMPLY  BETTER! 
framework  to  improve  quality  practices  through  the  development  of 
quality  tools  and  the  provision  of  training  in  their  use.  The 
Enterprise  Council  promotes  quality  practices  and  a  system  of 
certification  for  quality  organizations  throughout  the  workforce 
development  system  at  the  State  and  local  levels.   Also,  we  have 
been  moving  toward  identifying  what  works  in  youth  programs 
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through  the  Promising  and  Effective  Programs  Network  (PEPNet) .   In 
addition,  we  will  be  aggressively  communicating  the  findings  from 
the  previously  referenced  GAO  study  of  well -regarded  projects   so 
that  the  employment  and  training  system  is  aware  of  options  they 
may  implement  or  adapt  to  their  own  communities.   Finally,  we  have 
established  a  panel  of  workforce  development  professionals  to 
assist  us  in  developing  coordinated  capacity  building  plans  and 
activities  across  the  system. 


OPPORTUNITY  AREAS  FOR  OUT -OF -SCHOOL  YOUTH 

Mr.  Hoyer:   Some  people  will  look  at  the  Administration's  new 
Opportunity  Areas  for  Out-of -School  Youth  and  ask  how  it  differs 
from  the  Summer  Jobs  Program.   Both  focus  on  unemployment  in  urban 
areas.   How  would  you  answer  critics  who  wonder  why  we  need  both 
programs  and  suggest  eliminating  Summer  Jobs  to  pay  for  the 
Opportunity  Areas  initiative? 

Mr.  Bamicle:   The  summer  program  provides  jobs  to  about  a 
half  million  youth  each  year  in  every  city  and  rural  area  in  the 
country.   While  the  summer  program  is  open  to  both  in- school  and 
out-of-school  youth  ages  14  to  21,  it  serves  primarily  in-school 
youth  ages  14  to  17.   The  summer  program  serves  an  important 
function  because  for  many  disadvantaged  youth  this  is  their  first 
experience  in  the  labor  market.   Evaluations  of  the  summer  jobs 
program  by  the  Inspector  General  and  Westat  indicate  that  the 
program  provides  meaningful,  structured,  well-disciplined  jobs  for 
youth.   The  summer  jobs  program  is  particularly  important  to 
minority  youth.   DOL  estimates  that  a  quarter  of  summer  jobs  held 
by  Black  16-17  year-olds  and  20  percent  of  summer  jobs  held  by 
Hispanic  16-17  year-olds  are  through  the  federal  summer  jobs 
program.   The  program  provides  jobs  to  youth  who  might  be  involved 
in  youth  crime . 

The  Opportunity  Area  initiative  builds  upon  the  ideas  of 
William  Julius  Wilson  and  other  researchers  that  the  pervasive 
joblessness  in  inner  cities  is  responsible  for  many  of  the  ills  of 
these  neighborhoods  -  poverty,  crime,  welfare  dependency,  drug 
abuse,  and  youth  gangs.   In  this  initiative,  we  will  concentrate  a 
large  amount  of  resources  into  selected  inner-city  and  rural  high- 
poverty  communities,  and  attempt  to  boost  rates  of  employment  for 
16-24  year-old  out-of-school  youth  from  current  levels  of  less 
than  50  percent  to  levels  of  60  percent  within  a  few  years  and  80 
percent  within  five  years.   This  would  achieve  parity  with  the 
employment  rates  of  non-minority  out-of-school  youth  with  at  least 
a  high  school  diploma.   By  reaching  such  higher  employment  levels 
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we  hope  to  have  profound  impacts  on  all  aspects  of  the  quality  of 
life  in  these  communities. 

Unlike  the  summer  jobs  program,  this  Opportunity  Area 
initiative  would  focus  on  out-of -school  youth  and  most  likely 
would  mainly  serve  youth  18  years  old  and  over.   It  would  attempt 
to  lead  the  youth  to  full-time,  career -track  jobs.   Because  of  the 
comprehensive  array  of  services  needed  to  adequately  serve  such 
youth,  the  cost  per  participant  will  be  much  higher  than  in  the 
summer  jobs  program,  and  we  would  serve  fewer  people.   Rather  than 
serve  all  cities  as  in  the  summer  jobs  program,  this  new 
initiative  would  only  have  sufficient  funds  for  15  to  20  high- 
poverty  urban  and  rural  sites  initially.  DOL  sees  the  summer  jobs 
program  and  the  opportunity  areas  initiative  as  complements  rather 
than  substitutes.   Each  serves  a  different  purpose,  and  both  are 
very  much  needed  given  the  high  rates  of  unemployment  and  crime  in 
our  inner  cities. 

This  new  initiative  fits  in  with  the  new  consolidation 
legislation  much  like  the  JTPA  national  reserve  account 
complements  the  JTPA  formula -funded  programs  for  dislocated 
workers.   The  national  reserve  account  allows  for  DOL  to 
concentrate  resources  in  areas  of  high  need  when  a  plant  shutdown 
or  mass  layoff  occurs.   This  new  Opportunity  area  initiative  would 
concentrate  funds  in  areas  of  high  poverty.   Such  concentration 
will  not  occur  under  the  formula -funded  consolidation  programs . _ 

Mr.  Hoyer:   How  does  this  initiative  relate  to  the  pending^ 
job  training  legislation  provisions  regarding  at-risk  populations? 

Mr.  Barnicle:   This  new  initiative  fits  in  with  the  new 
consolidation  legislation  much  like  the  JTPA  national  reserve 
account  complements  the  JTPA  formula -funded  programs  for 
dislocated  workers.   The  national  reserve  account  allows  for  DOL 
to  concentrate  resources  in  areas  of  high  need  when  a  plant 
shutdown  or  mass  layoff  occurs.   This  new  Opportunity  area 
initiative  would  concentrate  funds  in  areas  of  high  poverty.   Such 
concentration  will  not  occur  under  the  formula -funded 
consolidation  programs. 


JOB  CORPS  EXPANSION 

Mr.  Hoyer:   For  the  past  six  years,  the  President  and  the 
Congress  have  supported  the  Job  Corps  50/50  plan,  a  plan  to 
strengthen  existing  Job  Corps  services  and  incrementally  open  new 
centers.   In  light  of  the  budgetary  constraints  facing  us,  what 
Job  Corps?   Is  the  Department  examining  the  possibility  of 
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rewarding  highly  performing  centers  by  increasing  the  number  of 
slots  or  opening  satellite  facilities,  options  which  could  create 
economies  of  scale  and  potentially  reduce  the  per-student  cost  of 
the  program? 

Mr.  Barnicle:   The  Department  is  not  proposing  to  expand 
capacity  at  existing  centers  this  year,  other  than  to  restore 
capacity  at  certain  facilities  where  slot  levels  have  been 
temporarily  reduced  pending  completion  of  major  rehab  and 
construction  projects.   The  intent  is  to  rely  on  the  activation  of 
new  centers  in  future  years  as  the  primary  means  to  increase  the 
number  of  Job  Corps  enrollment  opportunities  that  are  available  to 
the  Nation's  disadvantaged  youth.   Moreover,  even  though  a  small 
number  of  existing  sites  do  have  the  potential  for  expansion,  and 
might  be  considered  for  expansion  in  future  years,  most  existing 
Job  Corps  centers  are  located  on  sites  where  expansion  or 
enlargement  would  not  be  feasible  from  an  architectural  or 
engineering  standpoint. 


EMPLOYMENT  AND  TRAINING  AS  A  FEDERAL  RESPONSIBILITY 

Mr.  Hoyer:   Why  are  employment  and  training  a  federal 
responsibility? 

Mr.  Barnicle:   There  are  compelling  reasons  for  the  Federal 
government  to  have  responsibility  in  employment  and  training,  even 
as  we  seek  to  enhance  State  and  local  flexibility. 

First,  we  want  to  empower  individuals  by  putting  into  their 
hands  the  financing  and  information,  to  get  education,  training 
and  jobs.   The  Federal  government  has  a  special  role  in  promoting 
and  protecting  the  interests  of  all  Americans  who  work  hard  to  be 
part  of  the  middle  class  against  bureaucracies  at  all  levels. 

Second,  the  U.S.  exists  in  a  global  economic  environment  and 
has  a  national  labor  market.   If  we  are  to  respond  constructively 
to   our  competitors,  there  will  be  a  continuing  need  for  a 
national  strategy  on  workforce  preparation  that  helps  American 
workers  and  firms  adjust  to  regional  and  industry  change  and 
avoids  employment  and  training  policy  which  would  bankrupt  State 
and  local  governments.   States  by  definition  are  not  positioned  to 
provide  cross-cutting  national  visions.   Only  national  government 
can  do  this . 

Third,  States  and  localities  have  been  relying  on  Federal 
leadership  in  job  training  and  employment  programs  for  over  30 
years.   Block  grants  without  federal  leadership,  for  example, 
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would  leave  States  and  localities  with  the  job  of  unraveling  the 
maze  of  Federal  and  State  job  training  initiatives  which  increased 
over  the  years . 

Fourth,  a  common  national  approach  is  also  needed  to  prevent 
fraud  and  abuse,  assure  accountability  at  the  provider  level,  and 
provide  economies  of  scale  by  saving  States  from  having  to  spend 
additional  money  to  develop  a  substantial  portion  of  the 
accountability  package. 

Fifth,  comparable,  reliable  information  for  consumers  and 
policy-makers  requires  data  systems  driven  by  a  common  national 
approach,  and  monitored  at  the  national  level.   Only  national 
requirements  can  assure  that  such  systems  exist. 

Finally,  the  Federal  government  has  a  key  role  in  stimulating 
and  supporting  research  to  generate  new  ideas  and  determine  how 
well  programs  are  working,  as  well  as  providing  the  initiative  for 
building  the  capacity  of  the  provider  system  nationwide. 

Mr.  Hoyer:   How  heavily  do  State  and  local  governments,  and 
employers  invest  in  training? 

Mr.  Barnicle:   We  have  limited  insight  into  the  amount  of  the 
investment  in  training  by  State  and  local  governments.   We  do  know 
that  States  are  expanding  their  uses  of  training  as  an  economic 
development  tool.   Training  is  not  only  used  to  attract  firms  to 
States,  but  also  to  induce  existing  employers  to  create  new  jobs 
and  improve  the  business  performance  of  those  firms  through 
additional  expansion.   States  operate  customized  training  programs 
on  worker  training  as  well  as  provide  one-time  training  subsidies 
when  recruiting  large  industrial  firms.    Also,  States 
increasingly  are  reporting  a  demand  for  the  upgrading  of  employed 
workers . 

It  has  been  estimated  that  U.S.  employers'  investments  in 
formal  training  range  from  $30  billion  to  $44  billion.   While  no 
precise  estimates  are  available,  there  is  no  doubt  that  employer- 
provided  training  is  a  large  enterprise.   Informal  training 
estimates  range  from  $105  billion  to  $210  billion  or  more  per 
year. 

Mr.  Hoyer:  How  is  the  Department  encouraging  additional 
investments  in  training  and  skills  development  on  the  part  of 
State  governments  and  the  private  sector? 

Mr.  Barnicle:   Congress  has  invested  in  building  systems  to 
help  youth  and  adults  acquire  the  skills  and  knowledge  necessary 
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to  find  jobs  and  be  successful  in  today's  economy.   The  National 
School- to -Work  Opportunities  system  and  the  One -Stop  system  are 
changing  the  way  education  and  training  services  are  delivered. 
The  Federal  funds  invested  in  these  systems  leverage  significant 
amounts  of  additional  State  and  private  resources  for  the  creation 
of  statewide  systems  that  meet  their  needs. 

In  addition,  we  are  proposing  three  initiatives  which  require 
States  and  businesses  to  commit  resources  and  expertise. 

o   The  Opportunity  Areas  for  Out-of -School  Youth  Initiative, 

proposed  in  the  President's  FY  1997  Budget,  was  developed  in 
response  to  the  pervasive  joblessness  of  youth  in  high- 
poverty  urban  and  rural  areas.   This  initiative  would 
require  significant  State  and  local  matching  funds  --  and 
private -sector  job  commitments  --  that  would  increase  each 
year  as  the  Federal  funds  decrease. 

o   Jobs  for  Residents,  a  $50  million  initiative  which  would 
link  unemployed  adults  and  youth  in  the  highest  poverty 
communities  in  America,  including  Empowerment  Zones  (EZs) 
and  Enterprise  Communities  (ECs) ,  with  jobs  in  metropolitan 
or  greater  area  labor  markets.   The  ability  to  leverage 
local,  State  and  private  sector  resources  will  be  a  major 
factor  in  the  award  of  funds  for  this  initiative. 

o        The  Incumbent  Workers  Initiative,  which  would  demonstrate 

the  feasibility  of  State-based  systems  of  loan  guarantees  or 
other  financing  mechanisms  as  a  means  of  increasing  employer 
investment  in  training.   This  demonstration  would  also 
^explore  how  States  can  establish  an  "endowment"  to  sustain 
*State-based  systems  once  Federal  funds  cease. 


JOB  TRAINING  BEST  PRACTICES 

Mr.  Hoyer:   Last  year  you  talked  about  the  effectiveness  of 
your  programs,  focusing  on  the  importance  of  results.   I  am 
particularly  pleased  to  see  the  focus  on  results  in  the  Job  Corps 
program,  where  placements  have  risen  from  64  percent  to  73  percent 
of  kids  who  have  participated  for  even  one  day,  and  where  poor 
performing  programs  are  being  turned  over  to  more  competent 
managers.   How  does  your  FY  1997  budget  request  build  on  what 
you've  learned  about  what  works  and  what  doesn't  work? 

Mr.  Barnicle:   The  key  new  initiative  in  the  FY  1997  budget, 
the  Opportunity  Areas  for  Out-of -School  Youth,  has  been  built  upon 
best  practices  for  serving  at-risk  youth.   The  initiative  has  a 
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clear,  straightforward  goal --to  increase  the  employment  rates  of 
out-of -school  in  high-poverty  communities  from  current  levels  of 
less  than  50  percent  to  60  percent  within  three  years  and  80 
percent  within  five  years.   To  achieve  this  goal,  we  will  use  a 
set  of  programs  in  each  target  community  that  have  been  operating 
a  number  of  years  in  various  parts  of  the  country. 

They  include  the  Center  for  Employment  Training  job  training 
program  begun  in  San  Jose  and  now  operating  in  several  sites 
across  the  country;  YouthBuild  which  started  in  New  York  City; 
youth  conservation  corps  programs  that  have  as  their  origin  the 
Civilian  Conservation  Corps  of  the  1930s;  some  job  development 
programs  started  in  Boston;  and  the  CollegeBound  and  Futures 
dropout  prevention  programs  begun  in  Baltimore. 

The  approach  of  concentrating  resources  in  high-poverty 
communities  that  will  be  used  in  this  new  initiative  builds  upon 
ideas  in  the  Youth  Fair  Chance  program.   The  evaluation  of  the 
pilot  sites  in  that  program  showed  that  school  dropout  rates  fell 
in  six  of  the  seven  pilot  sites  and  teen  parenthood  rates  dropped 
in  all  six  of  the  pilot  sites  for  which  data  were  available. 
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TYPE  OF  VETERANS  TARGETED  FOR  SPECILAIZED  SERVICES 

Mr.  Stokes:   The  FY  1997  budget  request  includes  $7.3  million 
for  the  Veterans  Employment  Training  Program.   According  to  the 
justification,  it  is  expected  that  additional  projects  will 
continue  to  target  those  veterans  most  in  need  of  specialized 
employment  and  training  services.   Can  you  tell  us  a  little  more 
about  this  effort  and  the  basic  profile  of  type  of  veterans  it  is 
designed  to  serve? 

Mr.  Taylor:   The  Job  Training  Partnership  Act  provides  funds 
for  special  emphasis  veterans  employment  and  training  projects 
through  Title  IV,  Part  C.   The  Act  limits  the  eligibility  to 
service  connected  disabled  veterans,  Vietnam-era,  veterans  and 
those  veterans  recently  separated  from  military  duty  (within  48 
months).   Special  target  groups  have  included  minority,  homeless, 
female,  native  American,  incarcerated  and  special  disabled 
veterans. 

These  programs  are  intended  to  provide  services  to  targeted 
veterans  with  multiple  barriers  to  gainful  employment,  with 
emphasis  on  specialized  training,  support  services  and  other 
relevant  components  to  promote  attainment  of  long  term  gainful 
employment.   A  biannual  competition  is  held  for  funding  of  grants 
in  the  amount  of  $300, 000-$B00,000  (grantees  are  provided  second 
year  funding  based  on  achievements  in  the  first  year) .   In  PY  1994 
and  1995,  14  grants  totaling  $7  million  were  funded  with  13 
refunded  for  the  second  year. 

In  addition  to  competitive  process,  special  pilot,  research 
and  demonstration  projects  are  awarded  to  develop  models  for 
innovative  and  unique  project  designs.   For  example,  special 
projects  have  provided  for  increased  employment  opportunities 
through  intensive  workshops  and  support  services  mechanisms 
through  interactive  video  teleconferencing.   This  project  has 
proved  successful  and  is  being  replicated  in  several  States. 
Other  special  projects  have  included  enhancements  in  the 
collection  of  federal  contractor  job  listings  for  SESA  use;  a 
toll-free  information  hotline  for  veterans  information  that 
included  reemployment  rights  and  reserve  information  for  veterans 
and  employers;  a  special  base  closure  effort  to  increase  job 
development  and  mentorship  provided  by  retired  military  staff;  a 
small  business  entrepreneurial  project  with  a  mentorship  component 
donated  through  Fortune  500  corporations;  a  recruiting  project  for 
border  patrol  agents  through  linkage  with  the  Department  of 
Justice  Immigration  and  Naturalization  Service;  a  public  housing 
management  training  project  for  inner  city  placements;  a  native 
American  intensive  classroom  training  with  an  upward  bound 
motivational,  self  esteem  development  component;  and  a  special 
promotional  effort  for  women  veterans  using  public  service 
announcements  and  media. 

Generally,  these  funds  provide  for  between  7000  and  10,000 
veterans  to  receive  specialized  employment,  training  and  placement 
services  annually  and  have  involved  approximately  $1,300,000  to 
$2,000,000  on  an  annual  basis. 
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SUMMER  JOBS  FUNDING  DELAY 


Mr.  Stokes:  For  this  fiscal  year,  what  was  the  impact  of  the  delay  in 
funding,  and  to  what  extent  has  the  private  sector  stepped  in  to  help  summer 
jobs  for  youth  in  their  business  community? 

Mr.  Barnicle:   The  delay  has  caused  problems  for  the  service  delivery 
areas  in  planning  for  and  implementing  this  summer's  program.   The  funding 
uncertainties  meant  that  the  selection  of  job  sites  was  delayed,  the  hiring  of 
teachers  was  delayed  and  the  recruitment  of  youth  fell  behind  schedule.   We 
encouraged  the  SDAs  to  do  as  much  as  possible  to  anticipate  funding,  but  could 
not  guarantee  the  funding.   Once  it  became  clear  that  funding  would  be 
forthcoming,  the  SDAs  moved  quickly  to  implement  their  programs,  and  we 
believe  they  are  well  on  their  way  to  having  a  successful  summer  job  program. 
The  involvement  of  the  private  sector  in  the  summer  jobs  program  has  not  been 
very  successful,  but  we  continue  to  work  with  the  business  community  to  get 
more  involved  in  providing  work  opportunities  to  youth  who  are  disadvantaged. 


Wednesday,  May  8,  1996. 

ENFORCEMENT  AGENCIES/BUREAU  OF  LABOR 
STATISTICS 

WITNESSES 

CYNTHIA  A.  METZLER,  ACTING  DEPUTY  SECRETARY  OF  LABOR 
OLENA  BERG,  ASSISTANT  SECRETARY  FOR  PENSION  AND  WELFARE 

BENEFITS 
MARTIN  I.  SLATE,  EXECUTIVE  DIRECTOR,  PENSION  BENEFIT  GUAR- 
ANTY CORPORATION 

BERNARD  E.  ANDERSON,  ASSISTANT  SECRETARY  FOR  EMPLOYMENT 

STANDARDS 
J.  DAVIT  McATEER,  ASSISTANT  SECRETARY  FOR  MINE  SAFETY  AND 

HEALTH  AND  ACTING  SOLICITOR  OF  LABOR 
KATHARINE  G.  ABRAHAM,  COMMISSIONER  OF  LABOR  STATISTICS 
JAMES  E.  McMULLEN,  DEPUTY  ASSISTANT  SECRETARY  FOR  BUDGET 

Mr.  Miller  [presiding].  Good  morning.  I  apologize,  Mr.  Porter  is 
running  late  and  asked  me  to  go  ahead  and  begin  the  hearing  this 
morning. 

Mr.  McMullen,  you  were  here  yesterday  in  the  morning  and  the 
afternoon.  So  thank  you  for  coming  back  again  today. 

Mr.  McMullen.  My  pleasure. 

Mr.  Miller.  Ms.  Metzler,  would  you  like  to  make  an  opening 
statement? 

Introduction  of  Witnesses 

Ms.  Metzler.  I  will.  Mr.  Chairman,  distinguished  members  of 
the  subcommittee,  I  am  pleased  to  appear  before  you  today  to  dis- 
cuss some  of  the  Labor  Department's  major  accomplishments,  and 
to  highlight  major  initiatives  proposed  for  fiscal  year  1997. 

First,  I  would  like  to  introduce  my  colleagues  who  join  me  this 
morning.  On  my  left  is  Bernard  Anderson,  who  is  the  Assistant 
Secretary  for  the  Employment  Standards  Administration.  Next  to 
him  is  Davit  McAteer,  who  is  the  Assistant  Secretary  for  Mine 
Safety  and  Health,  as  well  as  currently  serving  as  the  Acting  Solic- 
itor of  Labor.  Next  to  him  is  Katharine  Abraham,  who  is  the  Com- 
mission of  Labor  Statistics.  Obviously,  you  are  familiar  with  Jim 
McMullen  who  is  at  my  right.  Next  to  him  is  Martin  Slate,  who  is 
the  Executive  Director  of  the  Pension  Benefit  Guaranty  Corpora- 
tion. To  his  right  is  Olena  Berg,  who  is  the  Assistant  Secretary  for 
Pension  and  Welfare  Benefits.  In  terms  of  my  own  introduction,  the 
President  named  me  as  Acting  Deputy  Secretary  upon  the  depar- 
ture of  Tom  Glynn  who  returned  to  the  private  sector  earlier  in 
April.  I  also  hold  the  position  of  Assistant  Secretary  for  Adminis- 
tration and  Management. 
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Opening  Statement 

At  yesterday's  hearing  before  this  subcommittee,  Secretary  Reich 
discussed  the  department's  budget  in  terms  of  five  key  themes: 
First,  giving  Americans  the  tools  to  succeed  through  effective  em- 
ployment and  training  services  for  youth  and  adults;  second,  easing 
the  transition  of  American  workers  from  job-to-job  with  programs 
for  dislocated  workers  and  incumbent  workers.  Assistant  Secretary 
Tim  Barnicle  met  with  you  yesterday  afternoon  and  provided  you 
with  more  detail  in  these  areas. 

This  morning,  we  are  going  to  focus  on  the  department's  efforts 
in  three  other  key  areas — through  additional  Compliance  assistance 
and  cooperative  efforts,  strengthening  the  enforcement  of  laws  to 
protect  the  American  workforce,  a  discussion  that  Joe  Dear  will 
conclude  with  you  this  afternoon;  secondly,  ensuring  the  pension 
security  of  America's  workers  by  safeguarding  employee  benefit 
plan  assets  and  enhancing  pensions  and  savings;  and  thirdly,  the 
Bureau  of  Labor  Statistic's  continuing  improvements  to  its  current 
economic  data  services  which  are  so  important  to  the  public  and 
private  decisionmakers  in  our  country. 

The  Secretary  also  mentioned  that  a  primary  concern  of  the 
President's  economic  program  was  to  raise  the  standard  of  living 
for  average  Americans  now  and  in  the  future.  The  economy  is  doing 
well,  unemployment  has  remained  under  6  percent  for  20  straight 
months,  and  the  economy  has  created  over  8.5  million  new  jobs 
since  January  1993.  Our  next  challenge  in  this  dynamic  economy 
is  to  ensure  that  all  working  men  and  women  have  the  opportunity 
to  benefit  from  this  prosperity. 

As  you  know,  the  Labor  Department  has  broad  responsibilities  to 
make  sure  that  this  happens.  These  responsibilities  include  basic 
protections  of  worker's  health  and  safety,  pensions,  wages,  hours 
and  working  conditions,  and  protection  against  job  discrimination. 
We  also  seek  improvements  in  the  vast  array  of  economic  indica- 
tors that  are  critical  to  a  better  understanding  of  our  Nation's  econ- 
omy. 

PENSION  SECURITY 

First,  I  would  like  to  address  the  department's  efforts  to  enhance 
pension  security.  The  Pension  and  Welfare  Benefits  Administration 
has  as  its  primary  mission  the  protection  of  the  pension  and  wel- 
fare benefits  of  participants  in  employee  benefits  plans.  PWBA  af- 
fects the  livelihood  of  over  150  million  people  who  participate  in 
ERISA-covered  plans,  and  protects  the  economy's  single  largest 
source  of  capital  for  investment — pension  plans. 

PWBA  continues  to  refine  and  strengthen  its  programs.  Particu- 
larly noteworthy  is  its  national  Employee  Contribution  Project 
which  specifically  addresses  the  failure  of  some  employers  to  remit 
employee  contributions  to  401(k)  pension  benefit  and  health  care 
plans.  The  value  of  401(k)  plans  grew  from  $92  billion  in  1984  to 
$553  billion  in  1992,  and  PWBA  has  seen  a  significant  increase  in 
the  number  of  complaints  concerning  misuse  of  401(k)  plan  funds. 
As  of  March  31,  1996,  $8.4  million  has  been  returned  to  participant 
accounts  along  with  lost  earnings  as  a  result  of  this  effort. 
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The  Pension  Benefit  Guaranty  Corporation  receives  no  funds 
from  the  general  revenues  of  the  United  States.  PBGC's  income 
comes  from  premiums,  investments,  and  recoveries  from  employers 
who  terminate  pension  plans.  PBGC  ensures  the  benefit  of  over  42 
million  people  in  55  thousand  pension  plans  and  is  responsible  for 
paying  the  benefits  of  392  thousand  people  in  plans  that  have 
failed. 

Thanks  to  the  enactment  of  the  Retirement  Protection  Act  of 
1994,  a  law  supported  on  a  bipartisan  basis,  PBGC  is  successfully 
meeting  its  mission.  The  past  year  has  been  one  of  substantial  ac- 
complishment for  PBGC,  restoring  the  pension  insurance  program 
to  a  level  of  financial  strength  unseen  in  more  than  a  decade.  The 
single-employer  insurance  program's  deficit  now  stands  at  $315 
million,  down  from  $2.9  billion  just  two  years  ago.  Pension  under- 
funding  has  also  declined  from  $71  billion  to  $31  billion,  reducing 
the  insurance  system's  exposure. 

WORKER  PROTECTION 

I  would  next  like  to  highlight  our  efforts  in  the  area  of  ensuring 
worker  protection.  The  Employment  Standards  Administration  en- 
forces a  variety  of  statutes  which  prescribe  standards  and  condi- 
tions of  employment;  i.e.,  minimum  wages,  child  labor  protection, 
overtime  pay  migrant  agricultural  worker  protections,  immigrant 
worker,  and  other  employment  standards.  It  enforces  non- 
discrimination and  affirmative  action  regulations  for  Federal  con- 
tractors, and  manages  workers'  compensation  programs  for  Federal 
employees,  longshore  workers,  coal  miners,  and  a  variety  of  other 
workers. 

With  respect  to  illegal  immigration,  the  Wage  and  Hour  Division 
has  requested  additional  resources  in  support  of  the  administra- 
tion's immigration  initiative.  The  additional  staff  will  be  deployed 
in  areas  and  industries  where  unauthorized  workers,  otherwise 
known  as  illegal  immigrants,  are  most  prevalent. 

The  hiring  of  illegal  immigrants  undermines  wages  and  working 
conditions  for  authorized  workers.  Targeted  worksite  enforcement 
is  an  essential  element  of  the  administration's  broader,  comprehen- 
sive strategy  to  deter  and  control  illegal  immigration,  including 
visa  overstayers,  through  improved  border  enforcement,  worksite 
enforcement  of  both  immigration  and  labor  laws,  and  stepped  up 
deportation  of  criminal  aliens.  Through  this  initiative,  the  depart- 
ment is  committed  to  reducing  the  potential  for  abuse  and  exploi- 
tation of  workers,  deterring  illegal  immigration,  and  promoting  job 
opportunities  for  U.S.  workers. 

The  Office  of  Federal  Contract  Compliance  Programs  is  seeking 
additional  resources  for  an  affirmative  action  initiative  that  will 
enable  OFCCP  to  take  the  steps  necessary  to  modernize  its  pro- 
gram. Its  three-pronged  fair  enforcement  strategy  includes  stream- 
lining regulations,  providing  expanded  technical  assistance  to  con- 
tractors and  constituency  groups,  and  implementing  a  tiered-review 
approach  to  compliance  reviews. 

By  strengthening  the  technical  assistance  program,  Federal  con- 
tracting officers  will  be  made  fully  aware  of  contractor  responsibil- 
ities under  Executive  Order  11246  and  other  regulations  enforced 
by   OFCCP.    The    tiered    review    process   is   designed   to   improve 


220 

OFCCP's  interaction  with  Federal  contractors  by  allowing  OFCCP 
to  tailor  the  scope  of  its  review  to  the  compliance  position  of  the 
contractor;  that  is  the  contractor  will  not  have  to  undergo  a  full  re- 
view if  significant  compliance  problems  are  not  identified. 

MINE  SAFETY  AND  HEALTH  ADMINISTRATION 

The  Mine  Safety  and  Health  Administration  protects  the  safety 
and  health  of  America's  miners.  MSHA  will  continue  to  advance 
the  enforcement  with  a  purpose  theme.  This  integrated  approach 
strives  to  control  the  hazards  of  the  mining  environment  by  linking 
all  of  the  agency's  action  to  saving  miners'  lives  and  improving 
their  working  conditions.  It  emphasizes  prevention  through  the  dis- 
semination of  training  and  education  materials  to  the  mining  com- 
munity, compliance  assistance  activities,  and  enforcement  follow- 
up.  MSHA  remains  fully  committed  to  realizing  its  statutory  man- 
date to  conduct  inspections,  to  address  miners'  complaints  of  unsafe 
conditions  or  unfair  or  discriminatory  treatment  for  having  exer- 
cised their  statutory  rights,  to  investigate  hazards,  and  to  provide 
technical  and  educational  assistance  to  the  mining  community. 

STATISTICS 

The  fifth  area  of  focus  for  the  Labor  Department  is  statistics.  Mr. 
Chairman,  as  the  principal  fact-finding  agency  in  the  Federal  Gov- 
ernment in  the  broad  field  of  labor  economics,  the  Bureau  of  Labor 
Statistics  collects,  processes,  analyzes,  and  disseminates  data  on 
employment  and  unemployment,  prices  and  living  conditions, 
wages  and  employee  benefits,  productivity  and  technological 
change  in  U.S.  industries,  and  occupational  injuries  and  illnesses. 

The  BLS  strives  to  have  its  data  satisfy  a  number  of  criteria,  in- 
cluding relevance  to  current  social  and  economic  conditions,  timeli- 
ness in  reflecting  today's  rapidly  changing  economic  conditions,  ac- 
curacy and  consistently  high  statistical  quality,  and  impartiality  in 
both  subject  matter  and  presentation.  The  BLS  is  responsible  for 
some  of  the  Nation's  most  sensitive  and  widely  used  economic  se- 
ries. They  are  a  key  source  of  data  for  economic  intelligence,  plan- 
ning, and  research  by  Government,  industry,  and  individuals. 

In  fiscal  year  1997,  BLS  will  continue  a  major  revision  of  the 
Consumer  Price  Index.  The  Consumer  Price  Index  is  the  Nation's 
most  widely  used  measure  of  inflation.  In  order  to  maintain  the  ac- 
curacy of  the  CPI,  the  BLS  has  historically  completed  regular,  com- 
prehensive reviews  of  the  index.  One  purpose  of  revision  is  to  up- 
date the  market  basket  of  goods  and  services  that  is  priced.  In  ad- 
dition, the  revision  includes  updating  the  sample  of  areas  in  which 
the  prices  are  collected  to  reflect  changes  in  the  geographic  dis- 
tribution of  the  population,  and  provides  the  opportunity  to  incor- 
porate improvements  in  survey  technology  and  methods.  Revisions 
in  the  CPI  are  multi-year  efforts,  and  this  revision  will  be  con- 
ducted over  a  six  year  period. 

I  would  like  to  conclude  by  reporting  on  a  few  of  our  ongoing  ef- 
forts to  streamline  and  flatten  management  echelons  in  the  depart- 
ment. While  these  efforts  seldom  receive  the  attention  given  to  pro- 
grammatic matters,  they  are  essential  to  the  President's  goal  of 
providing  first  rate  customer  service  while  reducing  the  size  and 
cost  of  the  Federal  Government. 
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DEPARTMENTAL  EMPLOYMENT  REDUCED 

Since  1993,  the  department  has  reduced  its  employment  by  12 
percent.  We  have  already  reached  our  1999  target.  We  have 
achieved  this  result  by  a  combination  of  reducing  unnecessary  lev- 
els of  management  and  reengineering  our  work  processes.  Through 
steady  planning  and  action,  we  have  been  able  to  maintain  pro- 
gram quality  and  impact  while  undergoing  significant  streamlining 
and  downsizing.  In  spite  of  these  reductions,  we  have  maintained 
our  commitment  to  strengthening  our  diversity  profile.  During  this 
period,  we  have  increased  Hispanic  representation  rates,  as  well  as 
the  rates  of  persons  with  disabilities,  women,  and  minorities  in  the 
upper  grades  of  the  Department. 

But  our  reinvention  efforts  do  not  simply  focus  on  staff  reduc- 
tions. Our  most  important  efforts  are  aimed  at  continuous  program 
improvements.  The  Department  of  Labor  was  the  proud  recipient 
of  two  different  Ford  Foundation  and  John  F.  Kennedy  School  In- 
novation in  American  Government  Awards  during  1995.  OSHA's 
Maine  200  program  was  one  recipient  as  was  the  PBGC's  Early 
Warning  Program.  This  year  the  Eradicating  Sweatshops  Initiative 
of  the  Wage  and  Hour  Division  has  been  selected  as  a  semi-finalist. 

The  Department  has  also  made  considerable  progress  towards 
implementing  the  Government  Performance  and  Results  Act  of 
1993.  We  are  already  establishing  the  programs  and  reporting  sys- 
tems necessary  to  fully  implement  the  Act's  requirements. 

In  summary,  the  Department  of  Labor's  budget  request  supports 
the  President's  commitment  to  balance  the  budget  in  seven  years 
and  addresses  the  goals  of  the  Vice  President's  National  Perform- 
ance Review.  Building  on  our  consistent  record  of  accomplishments, 
we  are  requesting  support  for  only  a  small  number  of  targeted, 
mission-driven  new  initiatives  in  fiscal  year  1997  which  will  fur- 
ther our  efforts  to  serve  all  of  America's  workers  and  citizens. 

Mr.  Chairman,  this  concludes  my  oral  statement.  I  would  like  to 
thank  the  subcommittee  for  the  opportunity  to  discuss  the  Depart- 
ment's accomplishments  and  program  priorities  for  fiscal  year 
1997.  We  would  be  happy  to  answer  any  questions. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  CYNTHIA  A  METZLER 

ACTING  DEPUTY  SECRETARY  OF  LABOR 

BEFORE  THE 

SUBCOMMnTEE  ON  LABOR,  HHS,  EDUCATION  AND  RELATED  AGENCIES 

COMMITTEE  ON  APPROPRIATIONS 

MAY  8,  1996 


Mr.  Chairman,  distinguished  members  of  the  Subcommittee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the  Labor  Department's  FY 
1997  budget  proposals,  review  some  of  our  major  accomplishments,  and  to  highlight 
major  initiatives  proposed  for  FY  1997. 

I  would  like  to  begin  by  introducing  my  colleagues  who  join  me  this  morning: 
Olena  Berg,  Assistant  Secretary  for  Pension  and  Welfare  Benefits;  Martin  Slate, 
Executive  Director,  Pension  Benefit  Guaranty  Corporation;  Bernard  E.  Anderson, 
Assistant  Secretary  for  Employment  Standards;  J.  Davit  McAteer,  Assistant  Secretary 
for  Mine  Safety  and  Health  and  Acting  Solicitor  of  Labor,  Katharine  G.  Abraham, 
Commissioner  of  Labor  Statistics;  and  James  E.  McMullen,  Deputy  Assistant  Secretary 
for  Budget. 

At  yesterday's  hearing  before  this  Subcommittee,  Secretary  Reich  outlined  the 
President's  commitment  to  a  balanced  budget  while  continuing  crucial  investments  that 
build  the  skills  and  improve  the  productivity  of  America's  Workers.  He  discussed  the 
Department's  FY  1997  budget  in  terms  of  five  key  themes:   First,  giving  Americans 
the  tools  to  succeed  in  this  economy  through  effective  employment  and  training 
services  for  youth  and  adults;  and,  Second,  easing  the  transition  of  American  workers 
from  job-to-job  with  programs  for  dislocated  workers  and  incumbent  workers. 
Assistant  Secretary  Tim  Bamicle  met  with  you  yesterday  afternoon  and  provided  more 
details  in  these  areas. 

This  morning  ,  we  will  focus  on  the  Department's  efforts  in  three  other  key 
areas.  Our  efforts  to  ensure  worker  protection  by  emphasizing  cooperative  and 
compliance  assistance  efforts  through  our  enforcement  of  laws  and  regulations  to 
protect  the  American  workforce  -  a  discussion  that  Joe  Dear  will  conclude  this 
afternoon;  ensure  pension  security  of  America's  workers  by  safe-guarding  employee 
benefit  plan  assets  and  enhancing  pensions  and  savings;  and  BLS's  continuing  work  to 
improve  the  process  of  developing  its  current  economic  data  services  which  are  so 
important  to  the  public  and  private  decision  makers  in  our  economy 

I  would  like  to  begin  by  reporting  on  our  on-going  efforts  to  streamline  and 
flatten  management  echelons  in  the  Department.  While  these  efforts  seldom  receive 
the  attention  given  to  programmatic  matters,  they  are  essential  to  the  President's  goal 
of  providing  first  rate  customer  service  while  reducing  the  size  and  cost  of  the  Federal 
government. 
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Management  Initiatives  and  Accomplishments 

Since  FY  1993,  the  Department  has  reduced  its  employment  by  12  percent, 
already  reaching  our  1999  target.    We  have  done  this  by  a  combination  of  reducing 
unnecessary  levels  of  management  and  reengineering  our  work  processes  and  have, 
therefore,  been  able  to  maintain  program  quality  and  impact.   We  have  focused  our 
downsizing  efforts  on  the  National  Performance  Review  "control"  positions.   Since  FY 
1993,  the  Department  has  reduced  senior  level  employees  by  nine  percent  In  that 
same  time  period,  we  reduced  headquarters  positions  by  25  percent.  We  have  also 
reduced  other  management  "support"  positions  (including  budget  and  personnel  staff, 
procurement  specialists,  accountants,  and  auditors)  by  15  percent.  In  spite  of  these 
reductions,  we  have  worked  hard  to  strengthened  our  diversity  profile.   During  this 
period,  we  have  increased  Hispanic  representation  rates,  the  rates  of  persons  with 
disabilities,  women,  and  minorities  in  the  upper  grades  of  the  Department. 

But  our  reinvention  efforts  do  not  simply  focus  on  staff  reductions.  Our  most 
important  effects  are  aimed  at  continuous  program  improvements.  We  are  extremely 
proud  of  the  Ford  Foundation  and  the  John  F.  Kennedy  School  of  Government  at 
Harvard  University  Innovation  in  American  Government  Awards  the  Department 
received  in  FY  1995  for  OSHA's  Maine  200  program  and  for  PBGC's  Early  Warning 
Program.  And  the  Department  has  nominated  fourteen  programs  for  Innovation 
Awards  in  FY  1996.  These  include  the  Wage-Hour  Division's  garment  industry 
initiative  to  eradicate  sweatshops,  the  Women's  Bureau's  Working  Women  Count! 
Honor  Roll,  the  Employment  and  Training  Administration's  On-line  America's  Job 
Bank,  and  the  Office  of  Workers'  Compensation  Programs'  Rapid  Injury  Response 
initiative  to  the  Oklahoma  City  disaster. 

The  Department  has  also  made  considerable  progress  toward  implementing  the 
Government  Performance  and  Results  Act  of  1993  (GPRA).    We  are  already 
establishing  the  programs  and  reporting  systems  necessary  to  fully  implement  the  Act's 
requirements. 

The  Department  was  one  of  the  first  Cabinet  agencies  to  establish  a 
performance  agreement  with  the  President.  This  agreement  reflects  the  Secretary's 
goals  and  objectives  and  includes  quantifiable  measures  of  results  or  outcomes. 

•  Each  agency  head  within  the  Department  also  has  a  performance 

agreement  with  the  Secretary,  which  reflects  and  details  the  overall 
agreement.   Senior  managers  are  involved  in  setting  goals  and 
objectives,  measuring  performance,  and  using  performance  information 
in  managing  our  programs.  These  performance  agreements  will  serve  as 
the  basis  for  the  annual  performance  plans  required  under  GPRA  in  FY 
19%. 
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•  The  Department  continues  to  make  progress  toward  establishing  results- 

oriented  outcome  based  performance  measures  for  our  programs.  The 
Employment  and  Training  Administration  has  led  the  way  by 
establishing  many  outcome  performance  measures  in  job  training 
programs.    All  agencies  have  developed  and  published  customer  service 
standards  and  many  have  directly  surveyed  their  primary  customers, 
analyzed  responses,  and  are  actively  addressing  areas  of  concern.  Also, 
much  of  the  performance  information  on  the  Department's  programs  and 
activities  is  reported  in  our  Annual  Consolidated  Financial  Statement. 

We  have  also  taken  steps  to  integrate  the  results-oriented  approach  in 
the  management  of  programs  and  activities  to  measuring  individual 
performance.  Toward  this  end,  the  Department  conducted  seminars 
aimed  at  senior  managers  and  supervisors  to  assist  them  in  developing 
results-oriented  performance  standards  for  their  employees.  We  have 
conducted  three  "Managing  For  Results"  seminars  and  there  will  be 
more. 

Building  on  our  steady  record  of  accomplishments,  we  are  requesting  support 
for  a  small  number  of  discrete  new  initiatives,  which  will  further  our  efforts  to  serve 
all  of  America's  workers  and  citizens. 

Pension  and  Welfare  Benefits  Administration 

The  FY  1997  budget  request  for  the  Pension  and  Welfare  Benefits 
Administration  (PWBA)  is  $85.4  million  and  652  FTE  and  includes  program  increases 
totalling  $17.4  million  and  44  FTE,  which  are  partially  oflset  by  program  decreases  of 
$1.9  million  and  13  FTE  for  streamlining  and  administrative  reductions. 

PWBA  is  responsible  for  the  administration  and  enforcement  of  Title  I  of  the 
Employee  Retirement  Income  Security  Act  of  1974  (ERISA)  in  both  civil  and  criminal 
areas.  The  primary  mission  of  PWBA  is  to  protect  the  pension  and  welfare  benefits  of 
participants  in  employee  benefit  plans.  Employee  benefit  plans  (including  medical 
plans)  provide  income  and  services  on  which  individuals  rely  for  their  quality  of  life, 
often  to  a  critical  degree.  The  financial  security  of  an  individual  or  family  may  be 
jeopardized  if  pension,  health,  or  other  benefits  are  not  paid  as  promised.  Health 
benefit  plans  provide  for  the  provision  of  covered  medical  services  to  workers  and 
their  families  which  individuals  would  rarely  otherwise  be  able  to  afford.  When  these 
plans  fail,  the  burden  often  falls  on  public  programs  to  provide  affected  individuals 
with  necessary  services.  As  a  result,  PWBA  affects  the  livelihood  of  over  150  million 
people  who  participate  in  ERISA  covered  plans,  and  protects  the  economy's  single 
largest  source  of  capital  for  investment— pension  plans. 
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PWBA  is  also  responsible  for  enforcement  of  sections  8477  and  8478  of  the 
Federal  Employee's  Retirement  Security  Act  of  1986  (FERSA),  which  establishes 
strict  fiduciary,  prohibited  transaction,  and  bonding  requirements  to  protect  the 
integrity  of  the  Thrift  Savings  Plan. 

In  administering  its  responsibilities  PWBA  (1)  ensures  workers  get  the 
information  they  need  to  protect  their  benefit  rights;  (2)  assists  plan  officials  in 
understanding  the  requirements  of  the  relevant  statutes  in  order  to  meet  their  legal 
responsibilities;  (3)  develops  policies  and  regulations  that  encourage  the  growth  of 
employment-based  benefits;  and  (4)  deters  and  seeks  to  correct  violations  of  the 
relevant  statutes  through  voluntary  compliance,  and  civil  and  criminal  enforcement 
actions. 

PWBA  continues  to  refine  and  strengthen  its  regulatory  and  enforcement 
programs.  Particularly  noteworthy  are  its  national  Employee  Contribution  Project 
which  specifically  addresses  the  failure  of  some  employers  to  remit  employee 
contributions  to  401  (k)  pension  benefit  and  health  care  plans  on  time  or  at  all;  its 
public  outreach/education  and  participant  assistance  efforts  which  help  workers  protect 
their  plans  from  employer  misuse;  its  continuing  empowerment  of  front-line  employees 
through  reinvention  by  eliminating  layers  of  review  and  providing  state  of  the  art 
technology  to  our  investigators  in  the  field;  the  decentralization  of  investigations  and 
litigation  which  provides  an  integrated  approach  at  the  front  line  level;  its  continued 
refinement  of  employee  training  and  development  to  give  employees  the  tools  they 
need  to  be  successful  and  fully  productive  in  their  current  positions  and  to  be  prepared 
for  future  opportunities;  and  its  continued  refinement  of  the  ERISA  database  system 

In  FY  1997,  the  budget  request  for  PWBA  totals  $85.4  million  and  652  FTE. 
This  request  reflects  PWBA's  commitment  to  effectively  address  the  Department's 
responsibilities  in  protecting  plan  participants'  retirement,  health  care,  and  other 
benefits.  The  requested  program  increases  include: 

$4.4  million  and  44  FTE  to  fully  implement  the  401  (k)  Employee 
Contribution  Project.  These  resources  are  required  to  enable  PWBA  to 
be  responsive  to  the  changing  financial  environment  presented  by  the 
rapid  growth  of  401  (k)  plans,  participants,  and  assets  in  recent  years. 
The  number  of  401(k)  plans  has  increased  from  17,000  plans  covering 
7.5  million  people  in  1984  to  140,000  plans  covering  22  million  people 
in  1992.  Assets  amounts  grew  from  $92  billion  in  1984  to  $553  billion 
in  1992.  PWBA  has  seen  a  significant  increase  in  the  number  of 
complaints  concerning  misuse  of  401  (k)  plan  funds.  In  FY  1995, 
PWBA's  efforts  to  investigate  allegations  of  fraud  and  misconduct, 
particularly  the  failure  to  properly  administer  employee  401(k) 
contributions,  uncovered  a  disturbing  pattern  of  abuse.  As  a  result, 
PWBA  launched  a  national  Employee  Contribution  Project  to 
specifically  address  the  failure  of  some  employers  to  remit  employee 
contributions  to  401  (k)  pension  benefit  and  health  care  plans.  As  of 
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March  31,19%,  $8.4  million  has  been  returned  to  401k  plans  as  a  result 
of  this  effort  The  requested  increase  will  provide  PWBA  with  the 
necessary  investigative  resources  to  be  more  responsive  to  individual 
worker  allegations  of  fraud  and  abuse  of  their  pension  and  health 
benefits,  particularly  in  401  (k)  plans. 

•  $11  million,  of  which  $9  million  is  two-year  funding,  for  the 
development  and  operation  of  a  new  processing  system  for  the  annual 
reports  that  are  filed  with  the  government  by  ERISA  plans  on  the 
processing  Form  5500  series  filings.  The  cost  of  processing  Form  5500 
series  reports  in  the  labor-intensive  Internal  Revenue  Service  system,  a 
system  more  suited  for  processing  tax  filings  than  employee  benefit  plan 
filings,  has  become  prohibitive.  We  plan  that  the  proposed  new  system 
will  be  developed  and  operated  by  non-governmental  contractors.  The 
new  system  will  improve  the  quality  and  accuracy  of  processed  data, 
speed  the  use  of  data  in  safeguarding  pensions,  be  less  costly  to  operate, 
and  thus,  yield  savings  several  times  the  cost  of  the  new  system  to  the 
Federal  government  over  the  five-year  life  cycle  of  the  system   This 
initiative  implements  a  recommendation  made  as  part  of  the  Vice- 
Presidenf  s  National  Performance  Review. 

•  $2  million  for  necessary  enhancements  to  PWBA's  public  education  and 
participant  assistance  programs.  As  401  (k)  and  similar  plans  grow,  it  is 
incumbent  upon  workers  to  be  more  aware  of  issues  and  options 
regarding  retirement  income.  Toward  this  end,  PWBA  is  now 
challenged  to  educate  and  empower  the  public  so  they  can  adequately 
face  their  growing  responsibility  to  take  control  of  their  retirement 
security.  This  increase  will  enhance  the  agency's  participant  education 
and  assistance  efforts  by  expanding  accessibility  to  the  public  through 
electronic  and  telephonic  communications  and  conferencing,  as  well  as 
interactive  participation  through  the  Internet  and  other  media;  creating 
educational  materials  for  the  public  on  ways  to  detect  irregularities 
concerning  pension  contributions;  providing  timely  public  service 
announcements  to  inform  the  public  about  basic  retirement  savings 
issues  and  specific  tips  for  protecting  existing  retirement  funds;  and 
developing  other  related  educational  materials  and  outreach  programs. 

PWBA's  research,  policy,  and  legislative  agenda  will  continue  to  include  both 
pension  and  health  care  issues.    PWBA  continues  to  work  to  advance  the  proposals 
included  in  the  Administration's  19%  "Retirement  Savings  and  Security  Act"  to 
simplify  pension  rules,  improve  portability  of  pensions,  expand  retirement  savings 
opportunities,  and  enhance  pension  security  by  strengthening  audits  of  benefit  plans 
covered  by  ERISA  PWBA's  activity  in  the  health  reform  debate  includes  work 
related  to  legislative  proposals  to  enhance  coverage,  portability  and  security  of  health 
benefits. 
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The  House  and  Senate  have  acted  on  the  Health  Care  Reform  Bill  and  it 
appears  likely  that  there  will  be  some  level  of  incremental  health  care  reform  this 
fiscal  year.  It  is  possible  these  initiatives,  could  assign  regulatory,  enforcement  and 
administrative  responsibility  to  the  Department  of  Labor,  which  we  are  not  able  to 
project  at  this  time. 

The  FY  1997  budget  request  before  you  reflects  PWBA's  commitment  to 
maintaining  the  high  degree  of  effectiveness  and  service  that  American  workers  expect 
and  deserve.  As  mentioned  earlier,  an  estimated  150  million  Americans  depend  on  the 
Department  of  Labor  to  protect  their  pension  and  welfare  benefits.  This  committee's 
support  for  PWBA's  program  has  been,  and  will  continue  to  be,  essential  to  ensure  that 
pensions  and  other  benefits  remain  secure. 

Pension  Benefit  Guaranty  Corporation 

The  Pension  Benefit  Guaranty  Corporation  (PBGC)  is  a  government 
corporation  established  under  the  Employee  Retirement  Income  Security  Act  of  1974. 
PBGC  insures  workers'  benefits  when  private  pension  plans  fail.  The  Corporation 
receives  no  funds  from  the  general  revenues  of  the  United  States.  PBGC's  income 
comes  from  premiums,  investments  and  recoveries  from  employers  who  terminate 
pension  plans.  Today  PBGC  insures  the  benefits  of  over  42  million  people  in  55,000 
plans.   PBGC  is  responsible  for  the  benefits  of  392,000  people  covered  by  about  2,000 
plans  that  have  failed  since  1974. 

Twenty-one  years  after  it  was  established  -  thanks  to  decisive  bipartisan  action 
taken  by  Congress  in  1994  -  PBGC  is  successfully  meeting  its  mission.  The  past  year 
has  been  one  of  substantial  accomplishment  for  the  Corporation  and  its  insurance 
program  PBGC  made  broad  advances  in  the  areas  of  enforcement  and  financial 
management,  restoring  the  pension  insurance  program  to  a  level  of  financial  strength 
unseen  in  more  than  a  decade. 

The  single-employer  insurance  program's  long-term  deficit  now  stands  at  $315 
millioa  This  is  a  dramatic  change  from  just  3  years  ago,  when  the  deficit  was  $2.9 
billion.  Among  the  factors  responsible  for  the  drop  in  the  deficit  was  record 
investment  income  in  1995  of  more  than  $2  billion  and  interest  rate  changes. 

Underfunding  in  single-employer  pension  plans  also  declined  from  $71  billion 
in  1993  to  $31  billion  at  the  end  of  1994,  reducing  the  insurance  system's  exposure. 
Underfunding  improved  primarily  because  of  higher  interest  rates,  but  an  important 
factor  was  the  infusion  of  more  than  $12  billion  in  pension  contributions  above  the 
amounts  required  by  law.  There  is  an  atmosphere  of  compliance,  with  employers 
putting  pension  funding  at  the  top  of  the  list 
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PBGC  is  now  on  a  solid  foundation   Still,  we  must  be  cautious  about  the 
future.   Billions  of  dollars  of  underfunding  remain  and  economic  fluctuations  could 
reverse  recent  progress,  so  we  must  continue  to  be  vigilant.  The  reasons  for  our 
progress  include: 

RETIREMENT  PROTECTION  ACT:  With  the  Retirement  Protection  Act,  we  now 
have  tools  to  reverse  the  trend  of  pension  underfunding  that  has  persisted  for  too  long. 
This  new  law  closes  loopholes  and  addresses  the  problem  of  chronic  pension 
underfunding.  In  1995,  PBGC  moved  quickly  to  implement  these  important  reforms, 
issuing  all  guidance  so  that  companies  can  comply  with  the  law. 

PRRVENTrVH  ACTIONS:  PBGC  actively  seeks  to  prevent  problems  before  they 
occur.   PBGC  works  with  companies  to  structure  corporate  transactions  to  protect 
pensions.  In  a  time  of  mega-mergers,  this  Early  Warning  Program  is  invaluable. 
PBGC  does  not  want  to  find  itself  fighting  a  rearguard  action  if  an  underfunded  plan 
terminates  years  after  a  transaction  undermines  the  plan. 

PBGC  monitors  some  400  companies  with  pension  plans  that  are  underfunded 
by  $25  million  or  more.  When  the  agency  identifies  a  transaction  that  might 
jeopardize  pension  benefits,  PBGC  steps  in  and  negotiates  protections.  In  the  last 
three  years,  PBGC  has  had  35  major  settlements  that  provided  about  $14  billion  in 
new  pension  contributions  and  protections  for  more  than  1.3  million  workers  and 
retirees. 

The  Early  Warning  Program  was  among  the  first  federal  programs  to  win  an 
Innovations  in  American  Government  Award,  presented  by  Harvard  University's  John 
F.  Kennedy  School  of  Government  and  the  Ford  Foundation  to  honor  creative 
government  solutions  to  pressing  social  and  economic  problems. 

MANAGEMENT  tMTIATTVES 

Financial  Management  PBGC  has  moved  aggressively  to  control  costs  and 
improve  services  by  strengthening  its  management  and  financial  systems.  The 
Corporation's  FY  1995  financial  statements  received  an  unqualified  audit  opinion  for 
the  third  straight  year.  The  General  Accounting  Office  and  the  Office  of  Management 
and  Budget  have  removed  PBGC  from  their  "High  Risk"  lists. 

Premiums.  In  FY  1993,  PBGC  was  operating  a  manual  system  for  collecting 
the  over  $900  million  in  premiums  annually.  The  Corporation  has  a  state-of-the-art 
premium  collection  system.  When  a  premium  is  not  paid  on  time,  collection  efforts 
are  immediate.  In  the  last  year,  PBGC  collected  $8.5  million  in  overdue  premiums. 

Customer  Service.  Almost  400,000  people  depend  on  PBGC  for  their  pensions. 
In  the  past  two  years,  PBGC  undertook  a  number  of  initiatives  to  improve  service  to 
its  customers.  In  FY  1995,  the  Corporation  issued  some  65,000  final  benefit 
determinations,  increasing  productivity  by  almost  three  times  the  number  issued  in  FY 
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1994.  The  PBGC  established  customer  service  standards  and  opened  a  Customer 
Service  Center  with  advanced  telecommunications  capability.  PBGC  responds  to  over 
8,000  inquiries  each  month. 

Data  Systems  Modernization.   PBGC  made  large  strides  in  modernizing  its 
automated  information  systems.  PBGC  established  Case  Administration  System,  as 
well  as  new  systems  for  managing  litigation  and  tracking  participant  data.  The 
Corporation  continued  work  on  integrating  its  information  systems  and  improving 
management  controls  over  data  With  these  systems  has  come  enhanced  productivity 
and  service. 

In  FY  1997,  PBGC's  budget  request  will  enable  it  to  move  ahead  with  the 
initiatives  in  customer  service,  benefit  processing,  and  modernized  systems.  The 
request  of  $1,092  billion  includes  $945  million  for  benefit  payments  to  participants  in 
single-employer  plans,  $6  million  for  multiemployer  financial  assistance,  and  $141 
million  for  operating  expenses. 

The  largest  portion  of  operating  expenses  is  for  benefit  administration.  The 
Corporation  requests  no  increase  from  last  year's  request  for  its  operating  budget, 
despite  modest  inflation  and  an  increasing  workload.  For  FY  1997,  PBGC  expects 
200  new  plan  terminations  affecting  over  36,000  workers  and  retirees.  Enhanced 
technology  and  strong  management  should  allow  the  PBGC  to  meet  its  objectives 
without  increased  funding.    For  the  coming  year,  PBGC  has  four  priorities. 

•  First,  PBGC  will  continue  to  implement  the  Retirement  Protection  Act, 
enforcing  the  new  requirements  and  providing  education.  PBGC  will 
carefully  monitor  compliance  with  the  funding  reporting  and  premium 
reforms. 

•  Second,  PBGC  will  continue  vigorous  early  warning  activities  to  assure 
pension  protection.  The  Corporation  will  extend  monitoring  to  selected 
companies  with  pension  plans  that  fall  in  the  $5  million  to  $25  million 
underfunding  range. 

•  Third,  PBGC  will  consolidate  its  financial  systems  and  controls, 
completing  a  state-of-the-art  financial  system. 

•  Finally,  PBGC  will  continue  to  improve  its  service  through  innovative 
management  and  modernized  technology.  The  Corporation  will 
implement  a  wide  area  network  communication  system  integrating  field 
and  headquarters  operations  and  will  near  completion  of  a  sophisticated 
participant  data  base. 


Employment  Standards  Administration 

The  Employment  Standards  Administration  (ESA)  enforces  a  variety  of  statutes 
which  prescribe  standards  and  conditions  of  employment,  i.e.,  minimum  wages,  child 
labor  restrictions,  overtime  pay,  migrant  agricultural  worker  protections,  immigration 
and  other  employment  standards.  It  enforces  ncmdiscrimination  and  affirmative  action 
regulations  for  federal  contractors  and  manages  workers'  compensation  programs  for 
federal  employees,  longshore  and  harbor  workers,  coal  miners  and  some  other  groups. 

In  FY  1997,  ESA's  budget  request  totals  $332  million  and  3,998  FTE.  This 
budget  request,  which  proposes  new  initiatives  and  expansion  of  several  others  in 
FY  1997,  is  partially  offset  by  a  $6.9  million  and  83  FTE  reduction  for  streamlining 
and  administrative  cost  reductions.  The  FY  1997  request  includes  $29  million  and  276 
FTE  for  the  Office  of  Labor-Management  Standards  (OLMS)  including  the  13(c) 
enforcement  related  functions,  which  was  transferred  to  ESA  in  FY  1996  when  the 
Office  of  the  American  Workplace  was  eliminated. 

ESA  is  requesting  additional  resources  in  the  Wage  and  Hour  Division  in 
support  of  the  Administration's  Immigration  Initiative.  An  additional  $15  million  and 
200  FTE  are  requested  in  FY  1997.  The  additional  staff  will  be  deployed  in  areas  and 
industries  where  employment  of  unauthorized  workers  (illegal  immigrants)  is  most 
prevalent.  Most  of  the  new  positions  (184  FTE)  would  be  investigator  positions. 

Knowingly  hiring  illegal  immigrants  both  reveals  and  rewards  an  employer's 
willingness  to  break  the  law,  and  undermines  wages  and  working  conditions  for 
authorized  workers.  Vigorous  targeted  enforcement  of  basic  labor  standards  serves  as 
a  meaningful  deterrent  to  illegal  migration  by  denying  some  of  the  business  advantage 
that  might  be  gained  through  the  employment  of  vulnerable  workers  at  substandard 
wages  and  working  conditions.  Such  targeted  worksite  enforcement  is  an  essential 
element  of  the  Administration's  broader,  conprehensive  strategy  to  deter  and  control 
illegal  immigration,  including  visa  overstayers,  through  improved  border  enforcement, 
worksite  enforcement  of  both  immigration  and  labor  laws,  and  stepped  up  deportation 
of  criminal  aliens.  Through  this  initiative,  the  Department  is  committed  to  reducing 
the  potential  for  abuse  and  exploitation  of  workers,  including  those  with  temporary 
visas  and  illegal  immigrants,  deterring  illegal  immigration,  and  promoting  job 
opportunities  for  U.S.  workers. 

The  Wage  and  Hour  Division  is  also  requesting  $3.75  million  to  develop  and 
implement  improved  methodologies,  systems  and  procedures  to  obtain  and  adequately 
verify  the  accuracy  of  data  received  during  Davis-Bacon  wage  surveys,  expand  the 
geographic  scope  of  wage  surveys  and  participation  in  the  survey  process,  and  improve 
the  timeliness  of  the  resulting  prevailing  wage  determinations. 

The  Davis-Bacon  Act  provides  important  protections  to  nearly  one-half  million 
U.S.  construction  workers  and  their  families  by  assuring  their  wages  are  not 
undermined  through  the  Federal  procurement  process.  Davis-Bacon  also  protects  local 
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contractors  by  assuring  a  level  playing  field  in  competition  for  Federal  construction 
contracts,  and  promotes  apprenticeship  and  training  of  skilled  construction  workers. 

Under  the  Davis-Bacon  Act,  the  Department  of  Labor  is  responsible  for 
determining  prevailing  wages  to  be  paid  on  Federal  and  certain  Federally-assisted 
construction  contracts.   Based  on  the  statutory  requirements,  Wage  and  Hour  currently 
surveys  for  four  basic  types  of  construction  (building,  residential,  heavy,  and  highway) 
in  more  than  3,000  U.S.  counties.  The  current  survey  process  is  very  resource- 
intensive.  Because  of  limited  resources,  only  about  150  surveys  are  completed  each 
year,  as  a  consequence,  the  average  Davis-Bacon  wage  determination  is  based  on 
survey  data  that  are  several  years  old.  Also,  the  current  system's  reliance  on  "third 
party"  data  submissions  has  raised  questions  about  the  accuracy  of  some  of  the  wage 
determinations  that  are  issued.  The  Davis-Bacon  initiative  proposes  to  apply  the 
additional  resources  requested  to  evaluate,  develop,  and  implement  alternative  reliable 
methodologies  that  will  yield  more  accurate  and  up-to-date  wage  determinations  at  a 
reasonable  cost.  Process  improvements  could  increase  the  frequency  of  surveys  so  that 
all  localities  would  be  surveyed  every  two  to  three  years  and  the  accuracy  of  the  data 
gathered  during  the  survey  process  would  be  significantly  improved. 

The  President's  request  for  an  additional  $3.75  million  in  FY  1997  will  allow 
for  completing  our  on-going  analysis  of  potentially  feasible  alternative  methodologies 
and  begin  to  develop,  test  and  implement  cost-effective  alternatives  or  improvements 
in  the  current  processes  that  will  yield  more  accurate,  reliable  and  timely  construction 
industry  wage  determinations.  It  is  still  too  early  to  predict  the  specific  improvement 
avenues  that  will  be  pursued  due  to  our  ongoing  and  as  yet  incomplete  evaluation. 
The  concurrent  review  of  the  Davis-Bacon  wage  survey/determination  system  by  the 
General  Accounting  Office  (GAO)  and  the  Departments  Office  of  Inspector  General 
(OIG)  may  produce  findings  or  recommendations  that  would  need  to  be 
accommodated  in  the  next  stage. 

Finally,  it  is  important  again  to  note  that  the  Administration  has  proposed 
reform  of  the  Davis-Bacon  Act  based  on  the  report  of  the  National  Performance 
Review.  The  Administration's  proposal  would  contribute  significantly  to  achieving 
meaningful  improvements  in  the  Davis-Bacon  wage  survey  system.  The  Davis-Bacon 
Act  needs  to  be  preserved,  but  we  need  to  assure  that  it  works  as  it  was  intended  and 
that  we  make  it  work  in  a  cost-effective  manner. 

The  Office  of  Federal  Contract  Compliance  Programs  (OFCCP)  is  seeking 
$7.25  million  for  an  affirmative  action  initiative  that  will  enable  OFCCP  to  take  the 
steps  necessary  to  modernize  its  program  through  its  three-prong  Fair  Enforcement 
Strategy:  (1)  streamlining  regulations;  (2)  providing  expanded  technical  assistance  to 
contractors  and  constituency  groups;  and  (3)  implementing  a  tiered-review  approach  to 
compliance  reviews. 
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By  strengthening  the  technical  assistance  program,  Federal  contracting  officers 
will  be  made  fully  aware  of  contractors'  responsibilities  under  Executive  Order  1 1246 
and  other  regulations  enforced  by  OFCCP.  Technical  assistance  seminars  will  be 
conducted  to  provide  guidance  and  advice  to  Federal  contractors,  especially  for  first- 
time  contractors  not  familiar  with  the  requirements  of  the  affirmative  action  and  equal 
employment  opportunity  clause  in  their  contracts. 

The  tiered-review  process  is  designed  to  improve  OFCCPs  interaction  with 
Federal  contractors  by  allowing  OFCCP  to  tailor  the  scope  of  its  review  to  the 
compliance  posture  of  the  contractor  -  that  is,  the  contractor  will  not  have  to  undergo 
a  full  review  if  significant  problems  are  not  identified  in  the  statistical  review  of  the 
company  or  facility. 

The  Federal  Employees'  Compensation  Program  (FECA)  in  the  Office  of 
Workers'  Compensation  Programs  (OWCP)  proposes  to  complete  the  expansion  of  the 
Periodic  Roll  Management  (PRM)  Project  with  70  additional  four-year  term  FTE  at  a 
first-year  cost  of  $3.5  million.  This  project  is  a  proven  winner  as  shown  by  the  great 
success  the  four-office  50  FTE  PRM  Project  had  during  its  lifetime,  1992-1996.   With 
an  administrative  cost  of  under  $9  million  through  FY  1995,  the  PRM  Project  had 
produced  over  $1 15  million  in  savings  through  FY  1995  with  a  projected  savings 
through  2002  of  over  $315  million  in  reduced  compensation  benefits.  Additional 
benefits  to  the  U.S.  Treasury  come  through  income  tax  revenue  gained  by  returning 
injured  workers  to  employment.  Because  of  the  success  of  this  undertaking,  FECA  is 
requesting  additional  funding  to  complete  the  Project's  expansion  to  all  twelve  district 
offices.   Review  of  another  25,000  cases  in  the  eight  remaining  district  offices  will 
likely  repeat  the  savings  produced  by  the  earlier  project 

OWCP  also  proposes  another  innovative  approach  that  should  serve  to  further 
restrain  the  rate  of  growth  of  Federal  employees  workers'  compensation  costs,  already 
declining  when  adjusted  for  inflatioa  OWCP  is  proposing  a  restructuring  of  the 
FECA  workers'  compensation  chargeback  reimbursement  system  that  will  assess 
agencies  their  costs  of  workers'  compensation  costs  based  on  actual  amounts  paid  for 
their  employees  and  a  pro  rata  share  of  FECA  program  administrative  costs.  Under 
this  proposal,  Federal  agencies  would  receive  funding  in  their  budget  based  on  their 
claims  experience  and  expected  staffing,  rather  than  reimburse  actual  costs  for 
previous  years  (which  for  most  Federal  agencies  represents  a  two  year  lag  between 
costs  and  reimbursement).  The  $1  million  requested  will  support  an  actuarial  study 
necessary  to  develop  an  econometric  model  by  which  Federal  agencies  will  be 
equitably  assessed  for  their  share  of  FECA  benefit  and  administrative  costs.  The 
model  will  set  agency  assessments  by  formula  after  first  analyzing  agency  FECA 
histories,  inflation  projections,  and  other  factors.  The  system  will  be  structured  in 
such  a  way  that  there  will  be  financial  incentives  to  employers  and  workers  similar  to 
those  in  the  private  sector  to  improve  accountability  and  produce  positive  outcomes 
such  as  fewer  workplace  injuries  and  improved  accommodation  of  returning  injured 
workers  to  work.  In  FY  1998,  the  new  premium-like  fee  assessment  system  would 
replace  the  current  dollar-for-dollar  chargeback  reimbursement  system 
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ESA's  newest  member,  the  Office  of  Labor-Management  Standards  (OLMS) 
including  13(c)  enforcement  related  functions,  was  transferred  to  ESA  in  FY  19% 
from  the  Office  of  the  American  Workplace.  In  FY  1997,  OLMS  is  requesting  $3.8 
million  to  finance  the  Department  of  Labor's  share  of  the  total  cost  related  to  the 
Justice  Department's  supervision  of  the  International  Brotherhood  of  Teamsters  (TBT) 
election  scheduled  for  December,  19%.  This  results  from  the  1989  Consent  Decree  in 
United  States  v.  IBT  which  provided  for  the  supervision  of  the  1991  and  19% 
International  Union  Officer  Elections  by  an  independent  Election  Officer.  The 
Consent  Order  mandated  the  use  of  a  newly  devised  election  procedure,  including 
direct  voting  for  International  Officers  by  the  1.6  million  union  members.  In  1991, 
the  IBT  paid  for  all  of  the  costs  of  supervision.  The  Consent  Decree  states  that,  for 
19%,  the  Government  can  provide  an  independent  Election  Officer  to  conduct  the 
supervision  at  Government  expense.  The  full  amount  of  this  request  will  be 
transferred  to  the  Justice  Department's  independent  Election  Officer.  This  is  the  last 
year  of  a  3-year  request  that  requires  the  Department  to  share  costs  with  the 
Department  of  Justice.  If  the  Government  fails  to  comply  with  the  Consent  Order,  a 
serious  legal  controversy  could  arise. 

Mine  Safety  and  Health  Administration 

In  FY  1997,  the  Mine  Safety  and  Health  Administration  (MSHA)  requests 
$204.2  million  and  2,318  FTE  to  conduct  mine  safety  and  health  activities.  It  provides 
resources  to  perform  all  mandated  inspections  and  other  activities  required  by  the 
Mine  Act.  The  request 

includes  a  program  increase  of  $4.0  million  for  replacing  out-of-date  inspection 
equipment,  which  is  offset  by  program  decreases  of  $4.6  million  and  52  FTE  resulting 
from  streamlining  and  administrative  reductions. 

MSHA's  mission  is  to  protect  the  safety  and  health  of  the  Nation's  miners. 
MSHA  will  continue  to  advance  our  "enforcement  with  a  purpose"  theme.  This 
integrated  approach  strives  to  control  the  hazards  of  the  mining  environment  by 
linking  all  of  the  agency's  actions  to  saving  miners'  lives  and  improving  their  working 
conditions.  It  emphasizes  prevention  through  the  dissemination  of  training  and 
education  materials  to  the  mining  community,  compliance  assistance  activities,  and 
enforcement  follow-up. 

MSHA  remains  fully  committed  to  realizing  its  statutory  mandate  to  conduct 
inspections,  to  address  miners'  complaints  of  unsafe  conditions  or  unfair  or 
discriminatory  treatment  for  having  exercised  their  statutory  rights,  to  investigate 
hazards,  and  to  provide  technical  and  educational  assistance  to  the  mining  community. 

MSHA  will  also  utilize  its  resources  to  reduce  the  risks  of  injury  and  illness 
from  exposure  to  health  hazards  in  the  Nation's  mines  by  identifying  these  health 
hazards,  developing  appropriate  standards,  monitoring  the  effectiveness  of  controls 
used  to  reduce  exposures,  and  disseminating  information  on  successful  controls 
technologies  to  the  mining  community.  Today's  complex  mining  environment  presents 
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a  multitude  of  health  hazards,  including  miners'  exposure  to  dust,  noise,  silica,  diesel 
exhaust,  harmful  chemicals  and  other  newly  emerging  hazards  that  must  be  addressed. 

MSHA  will  continue  to  use  special  emphasis  initiatives  for  areas  identified  as 
problematic  and  in  need  of  special  attention,  for  example:  well-documented  higher 
injury  and  fatality  rates  in  small  mines;  smoking  in  underground  mines;  haulage 
accidents;  ventilation  compliance;  and  silica-containing  dusts  generated  by  drilling  or 
mining  through  rock.  Through  education  initiatives  and  engaging  the  mining  industry 
in  substantive  dialogues,  MSHA  will  seek  to  create  an  environment  where  the  reasons 
for  employers  to  comply  with  safety  and  health  requirements  are  clear. 

In  calendar  year  1995,  the  mining  industry  experienced  its  first  increase  in  fatal 
accidents  since  1990.  In  response  to  this  increase,  in  January  1996  MSHA,  invited 
labor  and  industry  representatives  to  a  meeting  to  review  our  preliminary  data  and 
discuss  what  we  can  do  to  resume  a  downward  trend.    MSHA  is  continuing  this 
dialogue  with  industry  and  labor  in  regional  meetings  through-out  the  country. 

By  FY  1997,  nearly  60  percent  of  the  over  18,000  pieces  of  inspection 
equipment  required  to  carry  out  MSHA's  enforcement  responsibilities  will  be  beyond 
their  useful  life,  and  most  will  be  obsolete.  Therefore,  MSHA  is  requesting  $4  million 
to  replace  and  update  aged  inspection  equipment.  For  front-line  employees  to  be 
effective,  they  need  appropriate  tools,  and  to  maximize  their  effectiveness,  the  tools 
need  to  take  advantage  of  up-to-date  technology.  MSHA  is  regarded  as  the  leading 
authority  in  mine  safety  and  health.  This  position  of  leadership  cannot  be  maintained 
if  our  inspectors  are  using  outdated  and  deteriorating  equipment. 

To  implement  the  results  of  streamlining  activities  such  as  reorganizations, 
improved  supervisory/employee  ratios,  reduction  of  support  staff  and  other  reinvention 
initiatives,  a  reduction  of  48  FTE  is  proposed  for  Coal  Mine  Safety  and  Health 
(CMS&H)  and  4  FTE  for  technical  support  in  FY  1997.   Streamlining  will  be 
primarily  accomplished  by  continuing  the  gradual  elimination  of  the  subdistrict 
management  layer  in  the  field  enforcement  structure  and  the  consolidation  of  like 
functions.  The  flatter  MSHA  organization  will  reduce  management  and  administrative 
positions,  provide  quicker  response  to  customers,  and  improve  lines  of  communication 
with  front-line  inspection  personnel. 

Bureau  of  Labor  Statistics 

Mr.  Chairman  ,  the  Bureau  of  Labor  Statistics  (BLS)  is  the  principal  fact- 
finding agency  in  the  Federal  Government  in  the  broad  field  of  labor  economics.  As 
such,  we  collect,  process,  analyze,  and  disseminate  data  on  employment  and 
unemployment;  prices  and  living  conditions;  consumer  expenditures;  wages  and 
employee  benefits;  industrial  relations  activities;  productivity  and  technological  change 
in  U.S.  industries;  projections  of  the  labor  force  and  employment  by  industry  and 
occupation;  and  occupational  injuries  and  illnesses.  Most  of  the  BLS  data  come  from 
surveys  conducted  by  the  BLS  field  staff,  by  the  Bureau  of  the  Census  on  a  contract 
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basis,  or  jointly  with  cooperating  agencies  of  State  governments.  The  BLS  strives  to 
have  its  data  satisfy  a  number  of  criteria,  including  relevance  to  current  social  and 
economic  issues,  timeliness  in  reflecting  today's  rapidly  changing  economic 
conditions,  accuracy  and  consistently  high  statistical  quality,  and  impartiality  in  both 
subject  matter  and  presentation.  The  BLS  is  responsible  for  some  of  the  Nation's 
most  sensitive  and  widely  used  economic  series.  They  are  a  key  source  of  data  for 
economic  intelligence,  planning,  and  research  by  government,  industry,  and 
individuals.  They  play  a  critical  role  in  the  development  of  other  Federal  statistics 
such  as  the  Gross  Domestic  Product.  Both  the  public  and  private  sectors  rely  heavily 
upon  BLS  data  for  use  in  areas  such  as:  wage  setting,  contract  and  payment 
escalation,  and  the  allocation  of  Federal  and  State  funds.  Changes  in  BLS  data  have 
direct  effects  on  the  entire  economy.  As  a  result,  ensuring  the  high  quality  of  these 
indicators  is  of  considerable  importance. 

The  funding  levels  presently  available  for  BLS  under  the  FY  19% 
appropriation  are  below  those  originally  requested.  The  BLS  has  endeavored  to 
protect  its  base  programs,  while  continuing  to  seek  out  efficiencies  and  process  re- 
engineering  opportunities  that  may  allow  for  the  reduction  of  costs  and  staffing  levels. 
One  key  reengjneering  initiative  is  the  combination  of  the  Occupational  Compensation 
Survey,  the  Employment  Cost  Index,  and  the  Employee  Benefits  Survey  into  a  new 
program  referred  to  as  COMP  2000,  which  eliminates  the  duplication  of  effort  among 
these  compensation  and  working  conditions  programs.  BLS  spending  reductions  have 
had  some  significant  programmatic  impacts:  a  smaller  sample  size  for  the  household 
employment  survey  due  to  eliminating  State  level  estimates  of  employment  and 
unemployment  from  the  survey;  the  elimination  of  the  Foreign  Direct  Investment 
program;  the  truncation  of  price  indexes  for  import  and  export  goods;  the  elimination 
of  BLS  data  on  collective  bargaining;  the  reduction  of  BLS  spending  on  State  level 
occupational  safety  and  health  statistics;  the  elimination  of  state  data  from  the 
Occupational  Employment  Program;  the  elimination  of  statistics  on  Federal 
productivity;  and  postponement  of  certain  data  improvement  initiatives. 

Our  request  would  provide  the  BLS  with  the  funds  necessary  to  continue  core 
programs  that  are  of  vital  concern  to  the  Congress,  the  policy  making  and  program 
agencies  of  the  Executive  Branch,  and  the  public.  The  1997  request  is  $372.4  million 
The  BLS  is  proposing  two  program  increases  to  support  periodic  revisions  required  to 
maintain  the  currency  of  critical  programs.  These  revisions  are  multi-year  efforts; 
once  the  are  completed  however,  the  resources  associated  with  them  no  longer  will  be 
required 

The  BLS  is  requesting  an  additional  $4.6  million  to  continue  a  major  revision 
of  the  Consumer  Price  Index  (CPI).  The  Consumer  Price  Index  is  the  Nation's  most 
widely  used  measure  of  inflation.  In  order  to  maintain  the  accuracy  of  the  CPI,  the 
BLS  historically  has  completed  a  comprehensive  updating  of  the  Index  approximately 
every  10  years.  One  purpose  of  a  revision  is  to  update  the  market  basket  of  goods  and 
services  that  is  priced  In  addition,  the  revision  includes  updating  the  sample  of  areas 
in  which  prices  are  collected  to  reflect  changes  in  the  geographic  distribution  of  the 
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population,  and  provides  the  opportunity  to  incorporate  improvements  in  survey 
technology  and  methods.       The  goal  of  the  CPI  Revision  is  to  produce  an  index  that 
more  accurately  reflects  economic  conditions.  The  importance  of  this  goal  is 
underscored  by  the  widespread  use  of  the  CPI  for  economic  analysis,  policy 
formulation,  and  contract  escalation.  The  CPI  also  has  a  significant  impact  on  the 
Federal  budget  because  it  is  used  to  adjust  personal  income  tax  brackets  and 
exemptions,  as  well  as  to  adjust  payments  to  social  security  recipients,  federal  and 
military  retirees,  and  funding  for  entitlement  programs  such  as  food  stamps  and  school 
lunches.   Revisions  of  the  CPI  are  multi-year  efforts,  and  this  revision  will  be 
conducted  over  a  six  year  period  A  revised  index  will  be  released  for  January  1998, 
a  revised  housing  sample  will  be  introduced  in  January  1999,  and  the  revision  will  be 
completed  in  2000. 

The  BLS  also  is  requesting  an  increase  to  fund  our  component  of  a 
government-wide  effort  to  revise  the  industrial  classification  system  of  the  Federal 
Government.  The  Standard  Industrial  Classification  (SIC)  system  is  the  standard 
underlying  all  of  the  United  States  economic  statistics  classified  by  industry.  The 
revision  would  establish  common  industry  classifications  for  the  United  States, 
Canada,  and  Mexico,  thereby  facilitating  economic  analysis  that  covers  the  whole  of 
North  America  In  addition,  the  revised  system  would  reflect  the  technological 
changes  that  have  occurred  in  the  past  twenty  years  that  were  not  well  captured  by 
less  comprehensive,  prior  SIC  revisions.  This  will  lead  to  better  and  more  comparable 
Federal  statistics. 

The  FY  1997  budget  request  enables  the  BLS  to  continue  production  of 
essential  data  series  as  well  as  to  launch  two  critical  data  improvement  efforts.  In 
addition,  the  request  provides  $7.0  million  to  restore  funds  to  employment  and  wage 
data  programs  that  were  cut  in  1996,  including  state  data  in  the  Occupational  Safety 
and  Health  Statistics  Programs.  In  view  of  the  wide  spread  use  of  our  products  in 
both  public  and  private  sector  decision-making,  this  budget  reflects  a  commitment  to 
maintain  and,  wherever  possible,  to  improve  the  BLS'  programs. 

Departmental  Management 

Finally,  I  want  to  discuss  the  FY  1997  request  for  the  Departmental 
Management  appropriation.  It  addresses  many  of  the  concerns  confronting  the 
Department  of  Labor  in  fulfilling  its  \  arious  responsibilities,  particularly  to  provide 
support  for  those  agencies  whose  missions  focus  on  investments  in  employment  and 
training,  protecting  workplace  safety  and  pension  security  for  America's  working  men 
and  women;  and  enhancing  economic  indicators.  It  particularly  reflects  efficiencies  in 
operations  and  proposed  reductions  that  we  have  implemented,  which  offset  a  portion 
of  the  increases  proposed  herein. 

The  programs  and  activities  funded  within  the  Departmental  Management 
Salaries  and  Expenses  appropriation  are  responsible  for  developing  and  exercising 
oversight  in  the  implementation  of  Departmental  policy  and  for  the  overall 
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management  of  Departmental  programs  and  resources.  The  Departmental  Management 
appropriation  also  includes  a  variety  of  vital  operating  programs  and  activities  that  are 
not  necessarily  involved  in  Departmental  Management  functions,  but  for  which  other 
salaries  and  expenses  appropriations  are  not  suitable.  The  Departmental  Management 
appropriation  provides  funding  for  the  following  activities: 

Program  Direction  and  Support,  which  includes  the  immediate  Office  of 
the  Secretary  and  Deputy  Secretary; 

Legal  Services,  which  is  the  Office  of  the  Solicitor, 

the  Bureau  of  International  Labor  Affairs; 

the  Women's  Bureau; 

the  Office  of  the  Assistant  Secretary  for  Administration  and 
Management; 

the  Adjudicatory  functions  within  the  Department,  which  include  the 
Office  of 

the  Administrative  Law  Judges,  the  Benefits  Review  Board;  the 
Employees'  Compensation  Appeals  Boards;  and  the  Administrative 
Review  Board; 

the  President's  Committee  on  Employment  of  People  with  Disabilities; 

•  the  Civil  Rights  Center,  and 

•  the  Office  of  the  Chief  Financial  Officer 

The  budget  request  for  the  Departmental  Management  Salaries  and  Expenses 
appropriation  for  FY  1997  is  $166.2  million  and  1,625  full-time  equivalent  (FTE) 
positions.  The  total  includes  program  increases  of  $4.0  million  and  47  FTE,  which  are 
offset  by  program  decreases  of  $3.8  million  and  40  FTE  for  streamlining  and 
administrative  reductions.  The  program  increases  are  as  follows: 

•  $1.3  million  and  17  FTE  for  the  Solicitor  to  support  the  Pension 
Enforcement  Initiative  to  "crackdown"  on  abuse  of  40 IK  plans;  and 
$2.0  million  and  23  FTE  to  support  the  Wage-Hour  Division's 
participation  in  the  Administration's  Immigration  Reform  Initiative; 

•  $0.6  million  and  7  FTE  for  a  compliance  assistance  initiative  in  the 
Office  of  Policy  to  help  employers  proactively  protect  workers'  rights, 
safety  and  health 
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The  Bureau  of  International  Labor  Affairs  (ILAB)  fulfills  the  Department's 
international  responsibilities.  A  total  of  $9.5  million  and  79  FIE  are  requested  for  this 
activity  in  FY  1997. 

In  recent  years,  ILAB  has  developed  the  most  extensive  information  and  data 
base  in  the  U.S.  government  on  international  child  labor  problems.    In  the  last  two 
fiscal  years,  under  a  mandate  by  the  Appropriations  Committees,  ILAB  completed  a 
two  volume  report,  By  the  Sweat  and  Toil  of  Children,  on  child  labor  in 
manufacturing,  mining,  agriculture  and  the  exploitation  of  child  slaves  in  service 
industries  in  foreign  countries.  The  Bureau  is  in  the  process  of  undertaking  a  third 
study  on  child  labor. 

Mr.  Chairman,  this  concludes  my  prepared  statement.  I  would  like  to  thank  the 
Sub-Committee  for  the  opportunity  to  discuss  the  Department's  accomplishments  and 
program  priorities  for  FY  1997.  We  would  be  happy  to  answer  any  questions  that  you 
or  other  members  of  the  Subcommittee  may  have. 
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Mr.  Porter  [presiding].  Secretary  Metzler,  let  me  first  apologize 
for  my  not  being  here  at  the  time  that  you  began  your  statement, 
and  to  add  my  welcome  to  you  and  the  members  of  the  panel  who 
are  here  this  morning  to  testify. 

I  also  have  been  advised  that  Mr.  Istook  has  a  scheduling  prob- 
lem and  has  requested  to  go  first.  So  I  am  going  to  yield  to  him 
at  this  time.  Mr.  Istook. 

CONSUMER  PRICE  INDEX 

Mr.  ISTOOK.  Thank  you,  Mr.  Chairman.  I  appreciate  your  being 
here.  I  wanted  to  ask  first  about  the  request  for  the  $4.6  million 
for  Bureau  of  Labor  Statistics,  updating  the  Consumer  Price  Index. 
I  would  appreciate  receiving  from  you  a  listing  of  the  current  ele- 
ments used  in  the  market  basket  and  the  current  sampling  areas. 
I  would  like  to  have  that  and  I  am  sure  that  some  others  on  the 
committee  would  appreciate  it,  too. 

[The  information  follows:] 
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Chapter  19.  The  Consumer  Price  Index 


Part  I.  The  Index  in  Brief 


The  Consumer  Price  Index  (CPI)  is  a  measure  of  the 
average  change  in  the  prices  paid  by  urban  consumers  for  a 
fixed  market  basket  of  goods  and  services.  The  Bureau  of 
Labor  Statistics  (BLS)  calculates  the  CPI  monthly  and 
publishes  it  about  two  weeks  afteT  the  end  of  the  month  to 
which  it  refers. 

BLS  calculates  the  CPI  for  two  population  groups,  one 
consisting  only  of  wage  earners  and  clerical  workers  and 
the  other  consisting  of  all  urban  consumers.1  The  Consum- 
er Price  Index  for  Urban  Wage  Earners  and  Clerical 
Workers  (CPI-W)  is  a  continuation  of  the  historical  index 
that  was  introduced  well  over  a  half-century  ago  for  use  in 
wage  negotiations.  As  new  uses  were  developed  for  the 
CPI  in  recent  years,  the  need  for  a  broader  and  more  repre- 
sentative index  became  apparent.  The  Consumer  Price 
Index  for  All  Urban  Consumers  (CPI-U)  introduced  in 
1978  is  representative  of  the  buying  habits  of  about  80  per- 
cent of  the  noninstitutional  population  of  the  United 
States,  compared  with  32  percent  represented  in  the 
CPI-W.  The  methodology  for  producing  the  index  is  the 
same  for  both  populations  and  is  described  in  detail  in  part 
II  of  this  chapter. 

Background 

The  Consumer  Price  Index  was  initiated  during  World 
War  I,  when  rapid  increases  in  prices,  particularly  in  ship- 
building centers,  made  such  an  index  essential  for  calculat- 
ing cost-of-living  adjustments  in  wages  To  provide  appro- 
priate weighting  patterns  for  the  index,  so  that  it  would 
reflect  the  relative  importance  of  goods  and  services  pur- 
chased by  consumers,  studies  of  family  expenditures  were 
conducted  in  92  industrial  centers  in  1917-19  Periodic 
collection  of  prices  was  started,  and,  in  1919,  the  Bureau  of 
Labor  Statistics  began  publication  of  separate  indexes  for 
32  cities  Regular  publication  of  a  national  index,  the  U.S. 
city  average,  began  in  1921,  and  indexes  were  estimated 
back  to  1913.' 

'  The  all-urban-consumer  population  consists  of  all-urban  households 
in  Metropolitan  Statistical  Areas  (MSA's)  and  in  urban  places  of  2,500 


inhabitant!  or  more    Nonfarm  consumers  living  in  ru 

ral  areas  within 

MSA's  arc  included,  but  the  index  exclude)  rural  coniura 

ersandthcmili- 

tary  and  institutional  population    The  urban  wage  ear 

ner  and  clerical 

worker  population  consists  of  consumer  units  with  cleric 

al  workers,  sales 

workers,  craft  workers,  operatives,  service  workers,  or 

laborer).  More 

than  one-half  of  the  consumer  unit's  income  has  to  be 

earned  from  the 

above  occupations,  and  at  least  one  of  the  members  mi 

ist  be  employed 

for  37  weeks  or  more  in  an  eligible  occupation 

Because  people's  buying  habits  had  changed  substan- 
tially, a  new  study  was  made  covering  expenditures  in  the 
years  1934-36,  which  provided  the  basis  for  a  comprehen- 
sively revised  index  introduced  in  1940. 

During  World  War  II,  when  many  commodities  were 
scarce  and  goods  were  rationed,  the  index  weights  were 
adjusted  temporarily  to  reflect  these  shortages.  In  1951, 
the  Bureau  again  made  interim  adjustments,  based  on  sur- 
veys of  consumer  expenditures  in  seven  cities  between 
1947  and  1949,  to  reflect  the  most  important  effects  of 
immediate  postwar  changes  in  buying  patterns.3 

The  first  comprehensive  postwar  revision  of  the  index 
was  completed  in  January  1953,  using  weights  from  the 
1950  expenditure  survey.'  At  that  time,  not  only  were  the 
weighting  factors,  list  of  items,  and  sources  of  price  data 
updated  (appendix  1),  but  many  improvements  in  pricing 
and  calculation  methods  were  introduced.  Medium-size 
and  small  cities  were  added  to  the  city  sample  to  make  the 
index  representative  of  prices  paid  by  all  urban  wage- 
earner  and  clerical-worker  families. 

Another  revision,  completed  in  1964,  introduced  new 
expenditure  weights  based  on  spending  patterns  in 
1960-61  of  single  persons  as  well  as  families,  and  updated 
samples  of  cities,  goods  and  services,  and  retail  stores  and 
service  establishments.5 

The  1978  revision  reflected  spending  patterns  based 
upon  the  surveys  of  consumer  expenditures  conducted  in 
1972-74.  A  new  and  expanded  85-area  sample  was  selected 
based  on  the  1970  Census  of  Population.  The  Point-of- 
Purchase  Survey  (POPS)  was  also  introduced.  POPSelimi- 
nated  reliance  on  outdated  secondary  sources  for  screening 
samples  of  establishments  or  outlets  where  prices  are  col- 
lected. A  new  store-specific  approach  to  the  item  selection 
process  was  also  introduced,  as  was  a  second  index,  the 
more  broadly  based  CPI  for  All  Urban  Consumers  The 
CPI-U  took  into  account  the  buying  patterns  of  profes- 
sional and  salaried  workers,  part-time  workers,  the  self- 

2  Collection  of  food  price)  back  to  1890  had  been  initiated  in  1903  Dur- 
ing the  course  of  the  1917-19  expenditure  survey,  retail  prices  for  other 
articles  were  collected  in  19  cities  for  December  of  each  year  back  to  1914 
and  in  13  other  cities  back  to  December  1917  only  Retail  prices  of  food 
and  wholesale  prices  of  other  items  were  used  lo  estimate  price  change 
from  1914  back  lo  1913. 

3  Interim  Adjustment  of  Consumers' Price  Index,  Bulletin  1039,  Bureau 
of  Labor  Statistics,  1951. 

(  Consumer  Prices  in  the  United  Stalci,  1953-58,  Bulletin  1256,  Bureau 
of  Labor  Statistics,  1959 

3  The  Consumer  Price  Index:  History  and  Techniques.  Bulletin  1517, 
Bureau  of  Labor  Statistics,  1966 
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employed,  the  unemployed,  and  retired  people,  in  addition 
to  wage  earners  and  clerical  workers.' 

In  January  1983,  the  Bureau  changed  the  way  in  which 
homeownership  costs  were  measured.'  A  rental  equiva- 
lence method  replaced  the  asset-price  approach  to  home- 
ownership  costs  for  the  CPI-U.  In  January  1985,  the  same 
change  was  made  in  the  CPI-W.  The  central  purpose  of  the 
change  was  to  separate  shelter  costs  from  the  investment 
component  of  homeownership  so  that  the  index  would 
reflect  only  the  cost  of  shelter  services  provided  by  owner- 
occupied  homes. 

The  most  recent  revision  of  the  CPI,  completed  in  1987, 
further  improved  sampling,  data  collection,  processing, 
and  statistical  estimation.  This  revision  stressed  tech- 
niques that  would  make  the  production  and  calculation  of 
the  CPI  more  efficient,  especially  with  respect  to  design 
and  allocation  of  the  samples.  The  updated  samples  of 
items,  outlets,  and  areas  were  based  upon  data  from  the 
Survey  of  Consumer  Expenditures  for  the  years  1982, 
1983,  and  1984;  the  1980  Census  of  Population,  and  the 
ongoing  Point-of-Purchase  Survey,  which,  beginning  with 
1985,  reflected  the  new  item  and  area  design.  The  new 
technique  of  rolling  in  the  new  area,  item,  and  outlet  sam- 
ples significantly  reduced  the  cost  of  introducing  new  sam- 
ples. In  addition,  the  housing  survey  was  redesigned  to 
represent  optimally  both  owners  and  renters,  which 
improved  the  estimation  method  for  shelter  costs 

The  improvements  introduced  over  the  years  have 
reflected  not  only  the  Bureau's  own  experience  and 
research,  but  also  the  criticisms  and  investigations  of  out- 
siders A  major  study  was  conducted  during  World  War  II 
by  the  President's  Committee  on  the  Cost  of  Living .' 

The  House  Committee  on  Education  and  Labor  con- 
ducted a  detailed  examination  of  the  index  in  1951.' 

A  decade  later,  a  study  was  made  by  the  Price  Statistics 
Review  Committee,  which  was  appointed  by  the  National 
Bureau  of  Economic  Research,  at  the  request  of  the  Office 
of  Statistical  Standards  of  the  Bureau  of  the  Budget,  to 
review  all  Government  price  statistics.'* 

A  continuing  flow  of  articles  in  professional  journals  and 
books  has  also  contributed  to  the  assessment  of  the  CPI's 
quality  and  of  the  ways  in  which  it  might  be  improved." 


6  The  Consumer  Price  Index:  Concepts  end  Content  Over  the  Years, 
Report  517.  Bureau  of  Labor  Statistics.  1978. 

7  "Changing  the  Homeownership  Component  of  the  Consumer  Price 
Index  to  Rental  Equivalence."  CPI  Detailed  Report,  January  1983.  pp. 
7-1.1. 

!  Report  of  The  President's  Committee  on  the  Cost  af  Living  (Viuhing- 
ton,  Office  of  Economic  Stabilization,  1945) 

9  Consumers'  Price  Index.  Report  of  a  Speacl  Subcommdlee  of  the 
Committee  on  Education  and  Ijlbor,  U.S  Congress,  Houte  of  Represen 
Utives,  82/1,  Subcommittee  Report  No.  2  (Washington.  U.S  Govern- 
ment Printing  Office.  1951). 

10  Government  Price  Statistics,  Hearings  before  the  Subcommittee  on 
Economic  Statistics,  U.S.  CongTeii.  Joint  Economic  Committee.  871. 
Part  1  (Washington,  US   Government  Printing  Office.  Jan    24.  1961) 


Concepts 


Several  key  concept  dictate  how  the  Consumer  Price 
Index  should  be  calculated. 


Prices  and  living  costs 

The  CPI  is  based  on  a  sample  of  prices  of  food,  clothing, 
shelter  and  fuels,  transportation,  medical  services,  and 
other  goods  and  services  that  people  buy  for  day-to-day 
living.  Price  change  is  measured  by  repricing  essentially 
the  same  market  basket  of  goods  and  services  at  regular 
intervals  and  comparing  aggregate  costs  with  the  costs  of 
the  same  market  basket  in  a  selected  base  period. 

A  unifying  framework  for  dealing  with  practical  ques- 
tions that  arise  in  construction  of  the  CPI  is  provided  by 
the  concept  of  the  cost-of-living  (COL)  index.12 

As  it  pertains  to  the  CPI,  the  COL  index  for  the  current 
month  is  based  on  the  answer  to  the  following  question: 
"What  is  the  cost,  at  this  month's  market  prices,  of  achiev- 
ing the  standard  of  living  actually  attained  in  the  base 
period?"  This  cost  is  a  hypothetical  expenditure  —  the  low- 
est expenditure  level  necessary  at  this  month's  prices  to 
achieve  the  base-period's  living  standard.  The  ratio  of  this 
hypothetical  cost  to  the  actual  cost  of  the  base- period  con- 
sumption basket  in  the  base  period  is  the  COL  index.11 

The  COL  index  is  a  measure  of  price  change  (it  com- 
pares current-period  and  base-period  prices).  However, 
the  concept  is  difficult  to  implement  because  it  holds  the 
standard  of  living  constant,  and  the  living  standard  must 
be  estimated  in  some  way 

The  CPI  uses  a  fixed  market  basket  to  hold  the  base- 
period  living  standard  constant.  The  CPI  equals  the  ratio 
of  the  cost  of  the  base-period  basket  at  this  month's  prices 
to  the  actual  cost  of  the  base-period  basket  in  the  base  peri- 
od. The  formula  used  for  calculating  the  CPI  is  the  one 
known  in  price  index  literature  as  the  Laspeyres  index 
(See  part  II.)  The  CPI  provides  an  approximation  to  a 
COL  index  as  a  measure  of  consumption  costs.  It  is  some- 
times said  that  the  CPI's  Laspeyres  formula  provides  an 
"upper  bound"  on  the  COL  index. 

Note  that  both  the  CPI  and  the  COL  index  that  were 
defined  above  measure  changes  in  expenditures.  Neither 
one  measures  the  change  in  income  required  to  maintain 
the  base-period  living  standard.  For  this  reason,  neither 
the  COL  index  nor  the  CPI  are  affected  by  changes  in 


1 '  For  a  list  of  published  papers  on  the  CPI,  see  the  technical  references 
at  the  end  of  this  chapter. 

12  On  the  use  of  a  cost-of-living  index  as  a  conceptual  framework  for 
practical  decision  making  in  putting  together  a  price  index,  see  Robert 
Gillingham.  "A  Conceptual  Framework  for  the  Revised  Consumer  Price 
Index,"  Proceedings  of  the  Business  and  Economic  Statistics  Section, 
American  Statistical  Association,  1974,  pp.  4G-52. 

13  For  more  information  on  the  cost-of-living  index  concept,  see  the 
technical  references  at  the  end  of  this  chapter. 
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income  taxes,  but  both  will  include  the  effects  of  changes 
in  sales  taxes  and  other  indirect  taxes. 

For  certain  purposes,  one  might  want  to  define  price 
indexes  to  include,  rather  than  exclude,  income  taxes.  One 
could  develop  either  a  COL  index  or  a  Laspeyres  index 
along  these  lines.  Such  indexes  would  provide  an  answer  to 
a  different  question  from  the  one  for  which  the  present  CPI 
is  relevant,  and  would  be  appropriate  for  different  uses. 
For  a  research  measure  of  a  consumption  index  inclusive 
of  income  taxes  and  Social  Security  contributions,  see 
Gillingham  and  Greenlees.1* 

Sampling 

Since  it  is  not  practical  to  obtain  prices  for  all  consumer 
transactions  in  the  United  States,  the  CPI  is  estimated  from 
a  set  of  samples.  These  samples,  which  use  statistical  proce- 
dures to  make  the  CPI  representative  of  the  prices  paid  for 
all  goods  and  services  purchased  by  consumers  in  all  urban 
areas  of  the  United  States,  are: 

•  Urban  areas  selected  from  all  U.S.  urban  areas, 

•  Consumer  units  within  each  selected  urban  area, 

•  Outlets  from  which  these  consumer  units  purchased 
goods  and  services, 

•  Specific,   unique  items  — goods  and  services— pur- 
chased by  these  consumer  units,  and 

•  Housing  units  in  each  urban  area  for  the  shelter  com- 
ponent of  the  CPI 

Weights  and  relative  importance 

The  weight  of  an  item  in  the  CPI  is  derived  from  the 
expenditure  on  that  item  as  estimated  by  the  Consumer  Ex- 
penditure Survey.  This  survey  provides  data  on  the  average 
expenditure  on  selected  items,  such  as  white  bread,  gaso- 
line, and  so  on,  that  were  purchased  by  the  index  popula- 
tion during  the  survey  period.  In  a  fixed-weight  index  such 
as  the  CPI,  the  implicit  quantity  of  any  item  used  in  calcu- 
lating the  index  remains  the  same  from  month  to  month 

A  related  concept  is  the  relative  importance  of  an  item. 
The  relative  importance  shows  the  share  of  total  expendi- 
ture that  would  occur  if  quantities  consumed  were  unaf- 
fected by  changes  in  relative  prices  and  actually  remained 
constant.  Although  the  implicit  quantity  weights  remain 
fixed,  the  relative  importance  changes  over  time,  reflecting 
the  effect  of  price  changes.  Items  registering  a  greater  than 
average  price  increase  (or  smaller  decrease)  become  rela- 
tively more  important.  Conversely,  items  registering  a 
smaller  than  average  price  increase  (or  larger  decrease) 
become  relatively  less  important.  Thus,  the  relative  impor- 
tance of  medical  care  in  the  index  for  all  urban  consumers, 
which  was  6.0  percent  in  December  1982,  was  6.9  percent 
in  December  1986.  During  the  same  period,  the  relative 
importance  of  energy  fell  from  12.4  percent  to  8.9  percent. 
The  published  data  on  relative  importance  are  often  used 

M  Gillingham.  Robert  F  and  Greenlee).  John  *Th*  Impact  of  Direct 
Taxc>  on  the  Coit  of  Living."  Journal  of Triilind  Economy.  9S(1).  August 
1987. 


to  answer  such  questions  as:  What  was  the  direct  effect  on 
the  overall  CPI  of  a  particular  price  change  (e.g.,  gasoline 
prices)  for  a  particular  period?  (See  appendix  2.) 

Owners"  equivalent  rent 

The  concept  of  owners'  equivalent  rent  used  to  measure 
homeowner  shelter  costs  was  introduced  in  the  CPI-U  in 
January  1983  and  in  the  CPI-VV  in  January  1985.  The 
owners'  equivalent  rent  index  measures  the  change  in  the 
cost  of  renting  housing  services  equivalent  to  those  ser- 
vices provided  by  owner-occupied  housing. 

Prior  to  the  introduction  of  owners'  equivalent  rent, 
homeowners'  shelter  costs  in  the  CPI  were  represented  by 
five  elements:  (1)  House  prices,  (2)  mortgage  interest  costs, 
(3)  property  taxes,  (4)  homeowner  insurance  charges,  and 
(5)  maintenance  and  repair  costs.  These  constitute  the 
major  costs  associated  with  purchasing  and  maintaining 
the  physical  asset  of  a  house. 

This  "asset  price"  approach  to  homeowner  costs  failed 
to  distinguish  the  investment  aspect  of  owning  a  home 
from  the  consumption  aspect.  The  basic  concept  of  the 
CPI  is  as  a  measure  of  the  average  change  in  the  prices  paid 
by  consumers  for  consumption  goods  and  services.  Invest- 
ment purchases,  such  as  stocks  and  bonds,  are  conceptual- 
ly out  of  the  scope  of  the  index  and  are  excluded  A  house 
is  not  consumed  at  the  time  of  purchase.  It  is  a  long-lived 
asset  (investment),  but  it  also  provides  the  owner  with  a 
flow  of  shelter  services  over  time.  Thus,  it  is  the  cost  of  this 
shelter  service  provided  by  the  asset  that  is  the  conceptual- 
ly appropriate  element  of  the  CPI. 

To  im  plement  the  new  concept,  the  old  homeownership 
component  was  replaced  with  two  items:  (1)  Owners' 
equivalent  rent,  and  (2)  household  insurance,  which  con- 
tains those  parts  of  homeowners'  insurance  that  do  not 
insure  the  structure. 

In  addition,  the  previous  maintenance  and  repairs  com- 
ponent was  made  a  new  component  covering  both  renters' 
expenses  and  owners'  expenses  — exclusive  of  those  esti- 
mated to  be  part  of  owners'  equivalent  rent.  Also,  the 
weight  for  household  appliances  was  reduced  to  remove 
those  expenses  in  homeowners'  costs  for  appliances 
included  with  the  house. 

Scope  and  Calculation 

Prices  for  the  goods  and  services  used  to  calculate  the 
index  are  collected  in  85  urban  areas  throughout  the  coun- 
try and  from  about  21,000  retail  and  service  establish- 
ments—supermarkets, department  stores,  gasoline  sta- 
tions, hospitals,  etc.  In  addition,  data  on  rents  are  collected 
from  about  40,000  landlords  or  tenants  and  20,000  owner 
occupants  arc  asked  about  their  housing  units. 

Food,  fuels,  and  a  few  other  items  are  priced  monthly  in 
all  85  locations  Prices  of  most  other  goods  and  services  arc 
collected  monthly  in  the  five  largest  urban  areas  and 
bimonthly  in  the  remaining  areas.  Trained  BLS  field  rep- 
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resentatives  collect  all  price  information  through  visits  or 
telephone  calls. 

The  index  is  the  average  of  the  price  changes  for  all  the 
various  items  within  each  area.  The  averaging  process  uses 
weights  which  represent  the  importance  of  the  items  in  the 
spending  pattern  of  the  appropriate  population  group  in 
that  area.  Separate  indexes  are  compiled  for:  the  urban 
United  States,  4  regions,  4  size  classes,  13  groups  cross- 
classified  by  region  and  population  size,  and  29  local  met- 
ropolitan statistical  areas. 

Movements  of  the  indexes  from  one  month  to  another 
are  usually  expressed  as  percent  changes  rather  than 
changes  in  index  points.  Index  point  changes  are  affected 
by  the  level  of  the  index  in  relation  to  its  base  period  while 
percent  changes  are  not.  The  example  in  the  tabulation 
illustrates  the  computation  of  index  points  and  percent 
changes: 

Index  point  change 

CPI  136.0 

Leu  CPI  for  previoui  period  129.9 

Equals  index  point  change  6.1 


Index  point  difference 

Divided  by  the  previoui  index 

Equali 

Reiulti  multiplied  by  100.0 

Equali  percent  change 


Percent  changes  for  periods  that  are  less  than  1  year  can 
be  expressed  as  annual  rates  and  are  computed  according 
to  the  standard  formula  for  compound  growth  rates.  These 
data  indicate  what  the  percent  change  would  be  if  the  aver- 
age rate  for  the  period  was  maintained  for  a  12-month 
period. 

Uses 

Almost  all  Americans  are  affected  by  the  Consumer 
Price  Index  because  of  the  many  ways  that  it  is  used.  Three 
major  uses  are: 

As  an  economic  indicator.  As  the  most  widely  used  measure 
of  inflation,  the  CPI  is  an  indicator  of  the  effectiveness  of 
government  economic  policy.  The  President,  Congress, 
and  the  Federal  Reserve  Board  use  trends  in  the  CPI  to  aid 
in  formulating  fiscal  and  monetary  policies.  In  addition, 
business  executives,  labor  leaders,  and  other  private  citi- 
zens use  the  index  as  a  guide  in  making  economic  decisions. 

As  a  deflator  of  other  economic  series.  The  CPI  and  its  com- 
ponents are  used  to  an  just  other  economic  series  for  price 
changes  and  to  translate  these  scries  into  inflation-free  dol- 
lars  Examples  of  series  adjusted  by  the  CPI  include  retail 


sales,  hourly  and  weekly  earnings,  and  components  of  the 
gross  domestic  product. 

As  a  means  of  adjusting  income  payments.  Almost  3  mil- 
lion workers  are  covered  by  collective  bargaining  agree- 
ments which  tie  wages  to  the  CPI.  The  index  affects  the 
income  of  more  than  70  million  persons  as  a  result  of  statu- 
tory action:  43.1  million  Social  Security  beneficiaries, 
about  3.9  million  military  and  Federal  Civil  Service  retir- 
ees and  survivors,  and  about  22.6  million  food  stamp 
recipients.  Changes  in  the  CPI  also  affect  the  cost  of 
lunches  for  the  24.2  million  children  who  eat  lunch  at 
school.  Some  private  firms  and  individuals  use  the  index  to 
keep  rents,  royalties,  alimony,  and  child  support  payments 
in  line  with  changing  prices.  Finally,  since  1985,  the  CPI 
has  been  used  to  adjust  the  Federal  income  tax  structure  to 
prevent  inflation-induced  increases  in  tax  rates 

Analysis  and  Presentation 

CPI  data  are  issued  initially  in  a  news  release  about  2 
weeks  following  the  reference  month.  Summary  tables  are 
sent  to  persons  on  the  mailing  list  at  that  time.  The  CPI 
Detailed  Report,  available  about  3  weeks  after  the  initial 
release,  provides  detailed  indexes  and  a  monthly  analysis 
of  U.S.  price  movements.  The  Monthly  Labor  Review  also 
contains  much  of  the  CPI  data  each  month  and  provides 
regular  analyses  of  recent  price  movements  as  well  as  of 
long-term  trends. 

Seasonally  adjusted  data  — primarily  of  use  for  current 
economic  analysis  — are  presented  in  addition  to  the  unad- 
justed data. 

Limitations  of  the  Index 

CPI  users  should  understand  that  the  CPI  may  not  be 
applicable  to  all  questions  about  price  movements  for  all 
population  groups.  For  example,  the  indexes  represent  the 
average  movement  of  prices  for  the  U.S.  urban  population 
and,  thus,  may  not  be  appropriate  for  use  by  nonurban  res- 
idents. Also,  the  CPI  does  not  provide  data  separately  for 
the  rate  of  inflation  experienced  by  any  demographic  sub- 
groups of  the  population,  such  as  the  elderly,  which  may 
purchase  different  consumer  items  and  face  different  rates 
of  inflation. 

In  addition,  the  indexes  cannot  be  used  to  determine  rel- 
ative living  costs  The  change  in  an  index  for  individual 
geographic  area  index  measures  how  much  prices  have 
changed  in  that  particular  area  It  does  not  show  whether 
prices  or  living  costs  arc  higher  or  lower  in  that  area  rela- 
tive to  another. 

A  further  limitation  is  that  the  CPI  is  not  a  complete 
measure  of  price  change  Because  the  index  is  estimated 
from  a  sample  of  consumer  purchases,  the  results  may 
deviate  slightly  from  those  which  would  be  obtained  if  all 
consumer  transactions  were  covered.  These  estimating  or 
sampling  errors  are  statistical  limitations  of  the  index. 
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A  different  kind  of  error  in  the  CPI  can  occur  when  a 
respondent  provides  BLS  field  representatives  with  inac- 
curate or  incomplete  information.  The  Bureau  attempts  to 
minimize  these  errors  by  obtaining  prices  by  personal 
observation  wherever  possible,  and  by  correcting  errors 
immediately  upon  discovery.  The  field  representatives, 
technicians,  and  commodity  specialists  who  collect,  pro- 
cess, and  analyze  the  data  are  trained  to  watch  for  devi- 


ations in  reported  prices  which  might  be  due  to  errors. 
Also,  an  independent  audit  staff  conducts  a  systematic 
evaluation  of  all  CPI  collection  and  processing  activities. 
The  goal  is  to  develop  long-term  quality  improvement  in 
all  aspects  of  the  index  calculation. 

A  fuller  discussion  of  the  varieties  and  sources  of  possi- 
ble error  in  the  index  is  presented  in  part  HI  of  this  chap- 
ter, 'Precision  of  Estimates ." 


Part  II.  Construction  of  the  Index 


The  construction  of  the  Consumer  Price  Index  is  based 
on  a  series  of  samples  and  on  estimation  procedures 
described  below. 

Definition  of  the  Index 

The  CPI  is  defined  as  a  fixed-quantity  price  index,  that 
is,  a  measure  of  the  price  change  in  a  fixed  market  basket  of 
consumption  goods  and  services  of  constant  quantity  and 
quality  bought  on  average  by  urban  consumers,  either  for 
all  urban  consumers  (CPI-U)  or  for  urban  wage  earners 
and  clerical  workers  (CPI-W).  It  is  a  ratio  of  the  costs  of 
purchasing  a  set  of  items  (i)  of  constant  quality  and  con- 
stant quantity  in  two  different  time  periods.  We  denote  the 
index  by  Ito,  where  t  is  the  comparison  period  for  which  a 
new  index  number  is  to  be  calculated  and  0,  the  reference 
period: 

£  P,t  Q,b 

Il0  =  — ' x  '00° 

?  P,o  Q,u 


Plt  is  the  price  for  the  ith  item  in  comparison  penod  t 

P,o         is  the  price  for  the  1th  item  in  reference  penod  0 
Qlb         is  the  quantity  of  the  i'h  item  consumed  in  the 
expenditure  base  period  b. 

When  the  expenditure  base  (b)  and  reference  period  (0) 
coincide,  this  becomes  the  Laspeyres  price  index  formula. 
For  the  1987  revision  of  the  CPI,  however,  they  did  not 
coincide  and  the  formula  was  modified  The  expenditure 
data,  £  pjb  Qibi  from  the  1982-84  Consumer  Expenditure 
Survey  (described  later  in  this  chapter)  were  updated  for 
relative  price  changes  (Pjp/Pjb)  to  November  or  December 
1986,  the  respective  pivot  periods,  p,  when  they  were  intro- 
duced into  the  CPI.  Expenditure  data  for  index  areas 
priced  bimonthly  in  the  odd-numbered  months  were 
updated  to  November  1986.  Expenditure  data  for  the 
index  areas  priced  monthly  or  bimonthly  in  the  even- 
numbered  months  were  updated  to  December  1986.  Price 
relatives  from  the  midpoint  (June  1983)  of  the  Consumer 
Expenditure  Survey  collection  period  to  November  or 
December  1986  were  calculated  from  the  appropriate 
detailed  indexes  for  the  period   The  price  relatives  were 


applied  to  the  corresponding  expenditure  data,  thereby 
updating  the  expenditures  to  the  end  of  1986.  Continuity 
with  the  pre- 1987  version  of  the  CPI  was  maintained  in  the 
published  version  by  modifying  the  above  formula  to: 

?  P..  Q.b 

Il'° =  fr^z x  IpJ967 

where  Ip,i967  is  the  1967-based  value  of  the  CPI  for  the 
pivot  month,  November  or  December  1986. 

NOTE:  The  base  period  for  the  expenditure  weights, 
1982-84,  should  not  be  confused  with  the  numeric  refer- 
ence base  period,  although  both  are  currently 
1982-84=  100.  A  new  numeric  reference  base  period  for 
the  index  was  established  effective  with  the  release  of  the 
index  for  January  1988,  when  the  index  was  rebased  to 
1982-84  =  100  The  previous  numeric  reference  base  was 
1967=  100.  Such  changes  in  numeric  bases  are  achieved  by 
dividing  all  indexes  in  a  6eries  by  the  appropriate  average 
index  on  the  old  base  for  the  time  period  of  the  new  base. 

Index  Calculation 

For  sampling  and  index  computation  purposes,  the  set 
of  all  retail  consumer  expenditures  by  the  target  popula- 
tion for  a  given  index  area  has  been  subdivided  into  207 
classes  of  similar  items  (see  appendix  4)  called  item  strata. 
The  item  strata  are  mutually  exclusive  and  exhaustive  of 
all  consumer  expenditures.  They  are  defined  identically 
for  both  index  populations. 

There  are  currently  88  areas  (see  appendix  3)  which 
combine  to  yield  the  41  basic  areas  — 29  self-representing 
areas  plus  12  region-  and  population-size  class  cross- 
classifications  for  non-self-representing  areas  Thus  there 
are  8487  (207  times  41)  basic  CPI  strata  Each  month  BLS 
calculates  indexes  for  these  basic  strata  and  aggregates 
these  indexes  to  higher  area  and  item  groups. 

The  CPI  is  computed  by  a  chaining  process  in  which  the 
index  for  the  previous  month,  Ihti-l.O.  f°r  each  basic  area 
(h)and  item  stratum  (z)  is  multiplied  by  an  estimate  of  the 
relative  change  in  price  from  the  previous  month  to  the 
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CONSUMER  PRICE  INDEX  REVISION 


Mr.  ISTOOK.  But  I  understand  from  your  testimony  that  you're 
speaking  of  taking  a  six  year  period  to  perform  the  reevaluation  or 
updating  of  the  Index.  Why  should  that  take  six  years? 

Ms.  Abraham.  I'm  perhaps  the  one  best  able  to  answer  that.  Up- 
dating the  market  basket  isn't  something  that  it  sounds  like  should 
be  that  complicated.  But  maybe  I  could  explain  what  it  is  that's  in- 
volved. We  got  started  with  this  project  in  fiscal  year  1995,  which 
was  already  a  year  behind  when  we  had  hoped  to  get  started  with 
it.  Being  that  we  didn't  get  started  as  we  had  hoped  in  1994,  we 
actually  reconfigured  our  schedule  and  cut  a  year  off  of  the  process. 
We  are  now  doing  this  faster  than  in  past  revisions. 

[Additional  information  follows:] 
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Mr.  ISTOOK.  Can  you  tell  us,  for  example,  the  last  revision,  when 
did  the  effort  start  and  when  did  it  conclude? 

Ms.  Abraham.  I  can  get  the  dates  for  you  but  I  know  that  the 
schedule  for  the  current  revision  did  have  to  be  reconfigured  in 
order  to  have  the  timeframe  what  it  is  rather  than  a  year  longer. 
In  order  to  update  the  market  basket  that  we're  using,  we  need  to 
do  a  couple  of  things.  One  thing  we  need  to  do  is  to  get  information 
from  people  on  how  they  are  spending  their  money.  We  are  plan- 
ning to  use  this  in  updating  a  1993-1995  market  basket.  We  don't 
have  the  information  yet  on  people's  expenditures  for  1995.  The 
last  interviews  to  get  that  information  were  done  earlier  this 
spring.  We  will  have  the  information  sometime  in  the  fall  and  then 
we  have  to  process  the  information  and  get  it  put  into  place  so  we 
can  start  using  it.  We'll  actually  have  that  information  in  place  and 
be  using  a  new  market  basket  in  the  Index  effective  in  January  of 
1998,  so  just  over  a  year  after  we  have  the  information  we  start 
using  it  in  the  revised  index. 

The  other  thing  that  we  need  to  do  is  we  need  to  figure  out 
where  we're  going  to  go  to  collect  the  prices  of  the  items  that  people 
buy.  In  order  to  do  that,  we  go  out  and  survey  people.  We  ask  them 
where  they  shop  and  where  they  buy  all  of  a  whole  set  of  different 
items.  We  then  go  out  to  those  stores  and  in  each  of  those  stores 
pick  out  the  specific  items  for  which  we're  going  to  collect  prices. 
Because  we're  updating  the  sample  of  areas  where  we're  collecting 
prices,  we  actually  have  to  hire  new  staff  in  different  areas,  train 
them,  get  them  out  there  to  what  we  call  initiate  the  outlets,  which 
means  just  figure  out  what  specific  items  we're  going  to  be  pricing 
there.  That  too  is  a  very  time  consuming  process. 

In  some  sense,  as  you  might  imagine,  we  have  had  this  question 
from  others  and  I  would  be  tempted  to  answer  it  almost  by  re- 
phrasing it  to  ask  not  why  does  it  take  us  so  long  to  do  this,  but, 
given  how  complicated  it  is,  how  are  we  able  to  do  it  as  quickly  as 
we  are  able  to,  particularly  in  view,  I  would  note,  of  the  interrup- 
tions to  our  work  associated  with  the  shutdowns  which  really 
forced  us  to  work  harder  to  catch  up  to  be  on  schedule. 

CRITICAL  PATH  OF  CPI  REVISION 

Mr.  ISTOOK.  If  you  could,  I'm  sure  you  have  something  setting 
out  in  more  detail  the  scheduling  and  since  you  do  things  sequen- 
tially and  how  long  it  takes  to  do  one  task  that  you  believe  is  a 
prerequisite  to  the  next  task.  I  can't  remember  the  proper  term  for 
that 

Ms.  Abraham.  Critical  path. 

Mr.  ISTOOK.  Yes,  critical  path.  But  I  would  like  to  receive  that. 
If  I  understood  correctly,  you  said  that  as  far  as  looking  at 
consumer  buying  patterns,  it  is  really  based  upon  1993  and  1994. 

Ms.  Abraham.  1993  through  1995. 

Mr.  ISTOOK.  1993  through  1995.  And  that  part,  although  not  the 
geographical  change,  that  part  unchanged  in  the  market  basket 
could  be  implemented  by  January  of  1998. 

Ms.  Abraham.  It  will  be  implemented  by  January  of  1998. 

Mr.  ISTOOK.  But  which  means  that  it  is  still  going  to  be  inher- 
ently based  upon  information  that  is  three  to  five  years  old  at  the 
time. 
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Ms.  Abraham.  That's  correct. 

Mr.  Istook.  And  then  before  you  can  change  the  sampling  area, 
it  would  be  an  additional  four  years  old.  So  a  six  year  plan  over 
all. 

Ms.  Abraham.  No.  Part  of  this  rescheduling  that  I  talked  about 
had  to  do  with — in  the  past,  we  have  always  made  all  of  the 
changes  we  were  going  to  make  at  one  time.  But  we  felt  that  it  was 
important  to  get  the  new  market  basket  in  place  as  soon  as  pos- 
sible. So  we  separated  that  in  order  to  do  that  as  quickly  as  pos- 
sible and  pushed  some  of  the  other  activities  associated  with  the 
revision  back  to  1999  and  the  year  2000. 

Mr.  ISTOOK.  Yes.  You  make  some  adjustments  as  you  go,  I  think 
is  what  you're  saying.  But  the  completion  would  not  be  until  2002. 

Ms.  Abraham.  The  year  2000.  This  is  the  third  year  already; 
1997  is  the  third  year. 

Mr.  ISTOOK.  All  right.  So  when  you  say  six  years,  it  is  not  from 
now.  It  is  four  years  from  now,  six  years  overall? 

Ms.  Abraham.  Right. 

Mr.  Istook.  But  by  the  time  you  do  it  in  the  year  2000,  it  is  still 
based  upon  some  information  that  is  based  upon  1993  to  1995  data. 

Ms.  Abraham.  Maybe  I  should  be  clearer.  The  way  that  the  CPI 
has  always  been  constructed,  the  market  basket  is  only  updated 
about  once  every  ten  years.  So  we  would  be  putting  a  new  market 
basket  in  place  for  the  January  1998  CPI  and  then  that,  on  current 
plans  would  be  the  market  basket  that  we  would  be  pricing  for 
about  ten  years  until  we  did  the  next  revision. 

Mr.  ISTOOK.  What  I  wanted  to  get  to  here,  realizing  the  time  lag 
and  you  mentioned  the  critical  path  scheduling  and  the  sequential 
nature  of  it,  has  anyone  proposed  a  model  plan,  a  concept  of  doing 
this  in  a  way  where  a  lot  of  it  would  be  done  concurrently  rather 
than  consecutively  and  therefore  might  make  things  more  timely. 
Has  there  been  any  such  proposal? 

Ms.  Abraham.  I  would  certainly  welcome  any  suggestions  anyone 
might  have.  But  in  terms  of  the  critical  path  for  getting  the  new 
market  basket  and  the  new  set  of  items  we're  pricing  in  place,  I 
don't  think  anyone  who  has  looked  at  our  detailed  plans  has  been 
able  to  suggest  any  way  to  compress  the  activity. 

Mr.  ISTOOK.  Okay.  Thank  you,  Ms.  Abraham,  for  your  informa- 
tion on  the  CPI. 

Ms.  Abraham.  I  will  get  you  the  materials  you  asked  for. 

[The  Information  follows:] 


250 


REVISION  OF  THE  CONSUMER  PRICE  INDEX 


The  process  of  revising  the  Consumer  Price  Index  (CPI) 
entails  two  critical  and  time-consuming  activities.   The 
first  is  the  reselection  of  the  sample  of  geographic 
areas--the  new  area  design--used  to  represent  the 
inflation  experience  of  the  country  as  a  whole.   This 
activity  helps  to  ensure  that  the  cities  as  well  as  the 
specific  stores  and  service  establishments  in  which 
consumers  spend  and  in  which  the  Bureau  of  Labor 
Statistics  (BLS)  collects  data  are  truly  representative  of 
the  average  consumer's  experience.   The  notable  shifts  in 
the  U.S.  population  revealed  by  decennial  censuses  over 
the  past  several  decades  make  this  particular  updating 
activity  especially  important. 

The  second  critical  activity  is  the  updating  of  the  sample 
of  goods  and  services  that  are  priced  and  the  updating  of 
each  item's  relative  importance  in  consumer  spending  to 
account  for  changes  in  these  factors  that  have  occurred 
since  the  previous  revision  of  the  index.   This  updating 
of  the  CPI ' s  "market  basket*  ensures  that  the  CPI 
accurately  reflects  current  consumer  spending  patterns. 

The  selection  of  the  new  area  design  is  a  particularly 
lengthy  and  complex  process  which  requires  data  from  two 
surveys,  the  Decennial  Census  and  the  Point-of -Purchase 
Survey  (POPS) .   This  process  cannot  begin  until 
approximately  2  years  after  the  Decennial  Census  because 
population  data  are  needed  to  select  the  new  geographic 
areas  to  be  included  in  the  CPI.   Because  the  CPI  is  so 
important  and  because  the  need  to  maintain  its  currency  is 
so  widely  accepted,  work  on  the  first  steps  in  the 
revision  process  began  in  1992  with  the  expectation  that 
funds  to  complete  the  later,  more  resource  intensive  steps 
would  be  forthcoming.   The  major  steps  for  completing  the 
area  design  with  their  approximate  durations  and 
completion  dates  follow: 

*Select  the  geographic  areas,  representative  of  the 
U.S.  urban  population,  that  will  be  included  in  the 
CPI.  (12  months;  completed  in  February  1993) 

♦Select  household  samples  for  those  geographic  areas 
to  be  used  in  the  surveys  supporting  the  CPI,  the 
POPS,  and  the  Consumer  Expenditure  Survey.   This  is  a 
complex  computer  process  done  by  the  Bureau  of  the 
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Census  which  simultaneously  selects  household  samples 
for  several  other  large,  national  surveys. 
(18  months;  completed  in  October  1994) 

♦Conduct  a  Point-of-Purchase  Survey  in  those 
geographic  areas  which  will  be  incorporated  for  the 
first  time  into  the  revised  CPI.   This  survey  is 
conducted  by  personal  interview  by  the  Bureau  of  the 
Census  for  BLS.   If  Census  does  not  have  data 
collectors  in  some  of  the  new  areas,  they  must  be 
hired  and  trained.   After  the  survey  has  been 
completed,  the  processed  data  are  transmitted  to  BLS. 
(12  months;  completed  in  October  1995) 

•Process  the  POPS  data  to  select  a  new  sample  of 
stores  and  service  establishments  in  which  CPI  prices 
will  be  collected.   In  total  this  process  involves 
selecting  more  than  25,000  stores  and  establishments 
in  which  70,000  items  will  be  priced.   The  items  are 
selected  from  a  framework  composed  of  350  categories 
of  goods  and  services.  (9  months;  to  be  completed  by 
July  1996) 

When  this  process  is  completed,  the  framework  for  the  new 
area  design  will  be  in  place.   At  that  point,  the  second 
critical  activity  can  begin,  the  processes  to  update  the 
CPI ' s  "market  basket.*  The  first  part  of  that  effort  is 
the  updating  of  the  sample  of  goods  and  services.   This 
involves  two  primary  steps: 

•Contact  the  stores  and  establishments  in  the  first 
set  of  geographic  areas  to  be  incorporated  into  the 
revised  CPI  to  obtain  their  cooperation  in  providing 
prices.   If  cooperation  is  obtained,  begin  collecting 
prices.   This  initial  effort  is  a  survey  conducted  by 
personal  interview  by  trained  BLS  field  economists. 
Again,  for  new  areas,  local  data  collectors  must  be 
hired  and  trained  before  data  collection  begins. 
Further,  their  initial  efforts  must  be  closely 
monitored.   The  survey  in  this  initial  group  of  21 
cities  includes  6,000  stores  and  establishments  and 
16,000  prices.   (14  months;  to  be  completed  by 
September  1997) 

•Incorporate  the  new  areas,  stores  and 
establishments,  and  prices  into  the  index.   This 
activity  requires  assuring  that  the  samples  are 
complete.   When  complete,  old  geographic  areas  are 
dropped  and  new  areas  are  incorporated.   (4  months; 
to  be  completed  by  January  1998) 
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Simultaneously  with  the  two  preceding  steps,  new  measures 
of  the  relative  importance  of  different  goods  and  services 
will  be  calculated.   For  this  revision,  the  'weights* 
given  to  different  items  will  be  calculated  from  Consumer 
Expenditure  Survey  data  for  the  years  1993  through  1995,  a 
period  as  close  as  possible  to  the  publication  of  the  new 
index.   Three  years  of  data  are  needed  to  have  sample 
sizes  sufficiently  large  to  ensure  statistical 
reliability. 

These  two  major  projects,  introducing  the  new  area  design 
and  updating  the  CPI  'market  basket,*  define  the  critical 
path  of  this  CPI  revision.   The  revision  as  currently 
proposed  is  following  this  path,  which,  unfortunately,  is 
not  susceptible  to  any  significant  time  compression.   A 
revised  index  will  be  published  beginning  in  February  1998 
with  data  for  January. 

CPI  revisions  also  include  updating  the  set  of  housing 
units  for  which  price  change  information  is  collected  and 
incorporating  any  technical  improvements  that  will  benefit 
the  accuracy  or  quality  of  the  index.   Normally,  an 
updated  measure  of  price  change  for  housing  would  be 
included  in  the  revised  index  when  first  published,  and 
this  is  how  the  revision  was  originally  planned  when  the 
BLS  expected  to  begin  the  CPI  revision  in  1994.   However, 
the  1994  budget  decisions  did  not  include  a  CPI  revision, 
and  the  project  was  replanned  to  begin  in  1995.   In  this 
plan,  the  updated  index  for  housing,  which  is  based  on  a 
new  survey  conducted  in  the  CPI's  85  geographic  areas, 
will  be  incorporated  into  the  CPI  for  January  1999,  one 
year  after  the  revised  CPI.   This  change  makes  it  possible 
to  publish  a  revised  CPI  at  the  earliest  opportunity. 

Two  sets  of  improvements  are  scheduled  for  introduction  in 
this  revision,  computer  assisted  data  collection  (CADC) 
and  conversion  of  the  Point-of -Purchase  Survey  from  a 
personal  to  a  telephone  interview.   The  introduction  of 
CADC  will  improve  the  quality  of  CPI  data  and  expedite  its 
transmission  and  processing.   The  change  to  POPS  will 
provide  for  a  better  balanced  work  load  for  data 
collectors  and  a  more  efficient  process  for  introducing 
new  samples  of  stores  and  establishments.   Neither  of 
these  efforts  will  impact  the  critical  path  for 
introducing  a  revised  index. 


Bureau  of  Labor  Statistics 
Washington,  D.C.  20212 
March  1996 
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DAVTS-BACON 


Mr.  ISTOOK.  If  I  have  time,  Mr.  Chairman,  I  wanted  to  ask  an- 
other question  regarding  the  prevailing  wage  issue.  I  won't  recount 
the  history,  I  think  a  lot  of  us  are  familiar  with  some  problems  on 
prevailing  wage  determinations,  especially  in  Oklahoma,  and  I've 
got  some  questions  I  would  like  to  submit  for  the  record.  But  you 
have  requested  for  fiscal  year  1997  $3.7  million  for  an  analysis  of 
the  process  used  to  determine  prevailing  wage,  which  is  something 
I  wanted  to  get  funded  in  the  omnibus  bill  and  there  seemed  to  be 
disagreements  about  the  methodology  of  even  hiring  someone  to  do 
the  analysis.  Do  you  have  some  internal  documents  that  already 
discuss  what  you  seek  to  find  in  whoever  is  employed  to  do  that 
analysis  and  evaluation? 

Mr.  Anderson.  Thank  you,  Mr.  Istook.  We  have  underway,  and 
have  had  for  some  time,  an  effort  to  examine  the  way  prevailing 
wage  surveys  are  conducted.  We're  looking  at  a  variety  of  things 
with  a  view  toward  determining  how  we  can  improve  the  methodol- 
ogy to  make  the  prevailing  wage  surveys  and  the  product  that  they 
produce  accurate,  reliable,  and  timely  in  the  identification  of  local 
prevailing  wages. 

Mr.  Istook.  My  question  was,  because  I'm  aware  of  what  you  say 
already,  my  question  was  if  you  have  prepared  any  internal  analy- 
sis or  documents  trying  to  evaluate  what  it  is  you  are  looking  for 
in  the  persons  or  entities  that  will  do  this  evaluation? 

Mr.  Anderson.  We  have  documents  that  indicate  what  the 
standard  of  accuracy  and  reliability  and  timeliness  should  be  in  the 
conduct  of  surveys  that  would  produce  prevailing  wage  determina- 
tions. Much  of  this  work  is  being  done  by  the  Wage  and  Hour  Divi- 
sion staff.  At  the  same  time,  however,  we  have  been  in  constant 
consultation  and  discussions  with  outside  interests  such  as  DRI/ 
McGraw  Hill,  Westat,  which  is  a  local  research  firm  and  represent- 
atives from  various  universities  who  conduct  wage  surveys.  What 
we  have  tried  to  do  is  to  consult  widely  with  individuals  and  orga- 
nizations that  are  expert  in  this  field  to  see  what  their  views  might 
be  on  what  the  appropriate  range  of  methodologies  might  be. 

And  so  we're  going  about  this  in  two  ways  simultaneously.  One, 
we're  looking  at  the  present  system  to  determine  whether  the 
present  method  of  conducting  prevailing  wage  surveys  can  be  im- 
proved. We're  also  expanding  our  efforts  to  find  out  whether  there 
might  be  an  alternative  mechanism  that  could  be  used  to  achieve 
this  goal. 

Mr.  Istook.  It  is  those  documents  that  describe  the  communica- 
tions to  and  from  these  entities  that  you're  talking  about,  be  it 
DRI,  universities,  whatever  it  might  be,  as  well  as  the  purely  inter- 
nal ones  on  that  methodology  that  I  would  like  to  receive  copies  of. 
That  would  help  to  do  that  evaluation. 

I  would  also  like  for  you  to  provide  a  complete  copy,  please,  for 
the  committee  of  a  memo  that  was  requested  by  the  Oklahoma  De- 
partment of  Labor  and  it  was  highly  redacted — a  memo  dated 
March  8,  1995,  from  Deborah  Holling,  Wage  Analyst,  to,  I  believe, 
Randall  G.  O'Neil,  which  said,  "I  have  reviewed  the  survey  data 
used  to  determine  the  current  wage  rates  in  the  subject  counties 
and  have  found  the  following:"  and  then  everything  else  was  re- 
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dacted.  I  think  when  we're  trying  to  understand  the  methodology 
and  how  we  can  help  to  improve  it  and  what  appropriations  are 
necessary,  documents  such  as  that  gives  us  a  lot  of  information. 
But  what  was  given  under  that  FOIA  request  had  that  one  sen- 
tence and  then  the  next  two  pages  were  redacted.  I  would  like  to 
have  a  complete  non-redacted  copy  of  that. 
[The  information  follows:] 

Attached  are  copies  of  correspondence  to  the  Department  of  Labor  from  several 
organizations  with  some  background  or  experience  in  wage  rate  data  bases  or  con- 
struction industry  wage  rates.  These  materials  were  submitted  in  response  to  the 
Department's  outreach  effort  (documents  also  enclosed)  to  elicit  suggestions  for  al- 
ternative prevailing  wage  survey  methodologies. 
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WESTAT 

An  Employee-Owned  Research  Corporation  ^ 

1650    Reseercn    3vo.    •    Rockv.he.    MO    20B50-3129    •    301     251-15CJO    •    FAX    301     29-3-20:; 


December  13.  1995 


Maria  Echaveste 

Wage  and  Hour  Administrator 

Employment  Standards  Administration 

U.S.  Department  of  Labor 

Room  S-3502 

200  Constitution  Avenue,  N.W. 

Washington,  DC  20210 


Dear  Ms.  Echaveste: 


Frank  Bennici  and  I  very  much  enjoyed  meeting  with  you  and  your  staff  to  discuss  ways  to 
improve  the  wage  determination  process  used  to  implement  the  Davis-Bacon  Act.  Attached  are 
descriptions  of  two  studies  that  we  believe  will  meet  your  need  to:  (1)  have  an  independent  assessment 
of  the  current  procedures  for  making  wage  determination,  (2)  "«"'"'  alternative  ways  to  collect  the 
needed  information,  and  (3)  suggest  ways  to  improve  the  timeliness,  accuracy  and  cost-effectiveness  of 
those  procedures.  * 

In  brief,  the  first  study  would  review  current  procedures  by  making  site  visits  to  three  regional 
offices  and  interviewing  over  the  phone  a  variety  of  other  individuals  familiar .  with  the  wage 
detenru nation  process.  The  purpose  of  these  efforts  would  be  to  determine  what  procedures  are  currently 
bang  used,  receive  suggestions  on  ways  those  procedures  could  be  improved,  and  assess  what  changes 
would  be  most  effective  in  improving  the  accuracy  and  timeline  and  reducing  cost. 

The  second  study  would  explore  the  possibility  of  using  administrative  data  maintained  by  state 
employment  security  agencies  (SESAs)  as  pan  of  the  wage  determination  process.  One  key  element  of 
this  task  would  be  to  assess  the  potential  for  using  detailed  occupational  and  wage  histories  obtained  from 
consimcuon  workers  who  register  with  the  state  Employment  Service  (ES).  That  work  includes 
determining  whether  the  occupational  detail  and  sample  sizes  are  sufficient  to  replace  current  procedures 
as  well  as  assessing  whether  reducing  the  level  of  detail  currently  required  would  substantially  change 
the  wage  deiernuruLons 

We  suggest  using  data  Westat  has  analyzed  in  the  past  from  Washington  State  and/or 
Pennsylvania  because  those  state  SESAs  also  collect  information  that  would  permit  estimation  of  hourly 
wages  for  all  construction  workers,  not  just  those  who  register  with  the  ES.  Those  data  would  be  of 
particular  value  because  they  could  serve  as  a  benchmark  to  assess  the  accuracy  of  determinations  based 
on  ES  data  as  well  as  determinations  using  current  procedures.  We  also  suggest  using  data  from  the 
decennial  census  to  serve  as  a  benchmark  to  assess  the  accuracy  of  current  as  well  as  proposed  alternative 
procedures  for  measuring  prevailing  wages. 
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*  Wc  recognize  that  you  place  a  premium  on  having  most  of  the  results  ready  in  time  for  the 
Spring's  Congressional  hearings.  We  are  confident  that  we  can  provide  a  preliminary  report  containing 
our  key  findings  for  your  review  no  later  than  1  March  96.  Our  final  report  which  would  take  into 
account  your  comments  and  those  of  other  reviewers  could  be  prepared  by  1  May. 

""We  estimate  that  the  cost  of  this  work  would  be  about  $70,000.  Because  you  need  these  results 
so  rapidly,  we  need  to  start  work  immediately  and  can  only  perform  task  2  because  we  already  have 
access  to  the  required  data.  There  clearly  is  insufficient  time  to  fund  this  work  through  an  RFP. 
However,  this  is  precisely  the  type  of  project  that  DOL  had  in  mind  in  issuing  several  contracts  for  rapid 
response  work.  Westat  and  the  Urban  Institute  both  hold  contracts  of  this  type.  Karen  Greene  in  the 
Employment  and  Training  Administration  is  the  person  to  con  tan  to  determine  if  our  contract  can  be  used 
to  fund  this  work. 

Alternatively,  you  might  consider  issuing  three  sole  source  contracts  each  under  the  $25,000  limit 
to  cover:  (1)  the  review  of  current  practices.  (2)  potential  use  of  SESA  data,  and  (3)  an  assessment  of 
the  accuracy  of  current  and  proposed  means  to  measure  prevailing  wages.  We  believe  our  access  to  the 
SESA  data  required  for  this  work  would  provide  the  needed  justification. 

We  hope  the  proposed  projects  will  meet  your  needs  and  can  be  started  in  the  very  near  future. 
Please  contact  me  at  301  251-8229  or  Frank  at  301  738-3608  if  you  need  any  further  information. 

Thanks  for  your  interest  in  working  with  us  on  this  most  interesting  and  important  project. 

Sincerely  yours. 


J^^^f- JzaAl?*- ^ 


Louis  Jacobson 
Senior  Economist 
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TENTATIVE  TASK  1  WORK  PLAN 


Task  1:  Review  Current  Practices  and  Procedures  of  the  Wage  and  Hour  Division  for  Davis- 

Bacon  Act  Prevailing  Wage  Determinations. 

The  purpose  of  the  review  is  to  determine  the  extent  to  which  current  practices  comply  with  wage 
determination  policies  and  procedures  and  to  determine  what  changes  can  be  made  to  improve  the  cost 
effectiveness  and  timeliness  of  wage  determinations.  Guidelines  will  be  offered  for  improving  consistency 
between  practices  and  procedures  and  for  improving  timeliness  and  cost  effectiveness  of  the  practices. 
The  review  of  current  practices  will  involve  several  subtaslcs  as  described  below. 

Subtask  1.1      Kickoff  Meeting 

Upon  the  award  of  a  contract,  Westat  will  meet  with  National  Office  staff  to  kickoff  the  project 
and  develop  a  more  complete  understanding  of  current  processes.  At  this  meeting,  Westat  will  ask  for 
information  from  the  National  Office  on  staffing,  budget,  workload,  and  performance  of  the  regional  and 
national  offices  of  W-H.  This  information  will  be  used  as  contextual  information  in  the  analysis.  Westat 
will  also  ask  for  all  policy  and  procedure  documents  that  pertain  to  the  administration  of  the  Davis-Bacon 
Act. 

Subtask  1.2      Review  of  documents 

The  Davis-Bacon  Act,  the  Code  of  Federal  Regulations,  and  the  policy  and  procedure  documents 
received  from  W-H  will  be  reviewed.  The  Davis-Bacon  Act  will  identify  the  specific  responsibilities  and 
authority  of  the  DOL  for  administering  the  act.  The  Code  of  Federal  Regulations  will  specify  the  policies 
and  procedures  established  by  DOL  for  administering  the  Davis-Bacon  Act.  The  remaining  documents, 
such  as  procedural  manuals  and  agency  memoranda  should  identify  particular  steps  to  be  taken  in  the 
wage  determination  process  and  the  standards  for  conducting  the  determinations. 

The  purpose  of  the  review  is  to  identify  a  uniform  set  of  steps  that  should  be  followed  by  each 
regional  office  as  it  conducts  wage  surveys  and  other  activities  for  Davis-Bacon  administration.  In 
addition,  the  review  will  be  used  to  identify  a  set  of  standards  (or  criteria)  for  evaluating  the  performance 
of  the  regional  and  national  offices. 

Subtask  1.3      Site  Visits  to  Three  Regional  Offices 

A  retrospective  study  of  a  stratified  random  sample  of  1995  wage  determination  files  would  have 
been  preferred  as  a  means  of  determining  consistency  between  current  wage  determinauon  practices  and 
policies  and  procedures  that  have  been  specified  for  making  such  determinations.  In  light  of  the  need  for 
information  within  a  very  short  time,  and  the  fact  that  wage  determination  files  are  not  centrally  located, 
we  propose  to  visit  three  regional  offices  to  conduct  interviews  with  the  staff  that  are  responsible  for  wage 
determinations,  and  to  examine  a  random  sampling  of  wage  determination  files.  The  probable  sites  would 
include  Philadelphia,  Dallas,  and  San  Francisco.  The  latter  two  are  offices  represent  consolidated 
regions. 
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Wage  determination  files  are  expected  to  contain  the  follow  items: 

survey  management  information  worksheet 

standard  form  for  reporting  wage  summaries  by  project 

standard  form  wage  compilation 

report  of  construction  contractors'  wage  rates 

standard  form  construction  wage  summary  diary  sheet 

transmittal  memorandum  noting  special  situations,  problems,  explanations 

Cooperation  of  the  regional  offices  to  supply  Westat  with  immediate  access  to  1995  wage 
determination  files  during  the  site  visits  will  hdp  expedite  the  review  of  current  practices  The  following 
are  issues  to  be  considered  in  the  analysis  of  wage  determination  files: 

What  proportion  of  area  and  project  wage  determinations  are  based  on  surveys? 

What  problems  arise  in  identifying  projects  of  a  character  similar  to  that  of  the  project  for  which 
a  wage  determination  is  requested? 

What  efforts  are  made  to  verify  the  validity  of  survey  responses? 

What  efforts  are  made  to  obtain  an  adequate  number  of  responses  to  make  a  wage  determination? 

How  extensive  is  the  problem  of  numerous  job  categories,  or  the  lack  of  use  of  a  standardized 
classification  system  in  the  wage  determination  process?  * 

What  is  the  average  age  of  a  wage  determination  before  bang  modified  and/or  superceded? 

Additional  issues  of  concern  are  those  associated  with  conducting  wage  surveys.   Those  issues  include: 

To  what  extent  are  data  collection  and  compilation  practices  consistent  and  uniform  within  and 
among  regions  and  national  office? 

To  what  extent  are  wage  determination  regulations  and  procedures  uniformly  applied? 

To  what  extent  do  procedures  provide  assurance  that  rates  determined  actually  prevailed? 

To  what  extent  does  W-H  accurately  identify  the  classes  of  workers  for  whom  determinations  are 
to  be  made? 

To  what  extent  does  W-H  accurately  identify  the  classes  of  construction  work  for  determinations? 
What  efforts  are  made  to  obtain  a  sufficient  response  rate  from  contractors? 

What  level  of  statistical  integrity  is  maintained  in  the  data  collection  process  for  the  determination 

of  prevailing  wage  rates? 
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Subtask  1.4      Telephone  Interviews 


Telephone  interviews  will  be  conducted  with  staff  from  the  remaining  regional  offices.  The 
interviews  will  be  used  to  obtain  information  directly  from  regional  staff  that  describes  individual 
practices,  identifies  problems  they  encounter,  and  can  be  used  to  assess  their  ability  to  perform  as 
prescribed  in  policies  and  procedures.  Because  of  the  small  number  of  W-H  staff  (approximately  25 
nationwide),  most  can  be  interviewed  in  a  relatively  short  time. 

W-H  has  contractual  arrangements  with  Construction  Resources  Analysis  (CRA)  of  the  University 
of  Tennessee  and  the  F.W.  Dodge  Division  of  McGraw-Hill  Information  Systems  Company.  CRA 
developed  and  operates  an  automated  system  which  produces,  on  demand,  lists  of  active  construction 
projects  by  county  and  month  for  the  entire  United  States.  F.W.  Dodge  provides  monthly  tape  files  of 
new  construction  projects. 

A  telephone  interview  with  F.W.  Dodge  will  be  used  to  identify  and  describe  F.W.  Dodge's 
procedures  and  practices  for  identifying  contrucnon  activity  and  supplying  that  information  to  CRA  and 
W-H.  Westat  will  seek  information  from  F.  W.  Dodge  about  how  it  ensures  that  its  data  are  reliable, 
accurate,  valid,  and  consistent  F.W.  Dodge  would  also  be  asked  to  self-assess  their  success  of 
identifying  all  construction  activity  and  the  accuracy  of  doing  so.  What  major  problems  do  they 
encounter?  A  telephone  interview  with  CRA  will  be  used  to  (1)  determine  how  CRA  uses  and  acquires 
F.W.  Dodge  data,  including  cleaning,  editing  and  verification,  (2)  assess  CRA's  automated  system 
(model)  for  producing  lists  of  active  construction  projects ,  and  (3)  review  CRA's  practices  and  procedures 
for  conducting  Davis-Bacon  surveys. 

* 

Subtask  1.5       Obtain  Expert  Review 

Experts  can  provide  quick  and  diverse  opinions  that,  when  properly  collected  and  analyzed,  can 
yield  rich  evaluation  information.  The  experts  should  contain  a  range  of  views  and  be  asked  to  assess 
specific  points  or  dimensions.  The  responses  of  experts  can  be  gathered  independently,  or  they  can  be 
brought  together  ir.  a  meeting.  An  aggregation  of  individual  views  may  capture  more  of  between-expert 
variation,  and,  thus,  provide  a  more  useful  perspective  on  validity,  while  a  meeting  is  more  important 
for  building  a  concensus. 

The  purpose  of  this  subtask  is  to  obtain  the  opinion  of  experts  in  the  areas  of  wage  surveys  and 
data  collection  methods  on  (1)  the  adequacy  of  W-H  practices  and  procedures  for  providing  valid, 
accurate,  and  reliable  predeterminations  of  prevailing  wages  and  benefits,  and  (2)  what  changes  can  be 
made  in  pracuces  and  procedures  to  improve  timeliness  and  cost-effectiveness.  Westat  proposes  to 
conduct  personal  interviews  with  a  list  of  identified  experts  in  the  areas  of  wage  surveys  and  data 
collection.  This  opuon  is  less  expensive  and  more  private  than  a  gathering  of  experts.  Time  and  travel 
costs  are  limited  primarily  to  those  associated  with  the  interviewer. 
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Subtask  1.6      Development  of  Guidelines  for  Improving  Practices 

This  subtask  will  pull  together  the  findings  from  die  previous  subtasks  to  offer  guidelines  to  W-H 
for  improving  current  practices.  The  guidelines  will  address  (1)  compliance  of  practices  with  procedures. 
(2)  cost  effectiveness,  and  (3)  timeliness.  Guidelines  will  be  presented  in  a  format  based  on  the  steps 
involved  in  administering  the  wage  determination  process. 

The  deliverables  from  Task  1  will  include  a  report  summarizing  the  findings  of  the  subtasks, 
and,  a  set  of  guidelines  for  improving  current  wage  determination  practices  to  facilitate  consistency 
between  practices  and  procedures  and  for  improving  tuneuness  and  cost  effectiveness  of  the  practices. 
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TENTATIVE  TASK  2  WORK  PLAN 


Task  2:  Explore  the  Use  of  Stale  Employment  Security  Agency  (SESA)  Administrative 

Data  and  Census  Data  for  Wage  Determinations. 

At  the  meeting  with  W-H,  Westat  suggested  that  it  may  be  possible  to  develop  accurate 
measures  of  prevailing  wage  rates  from  existing  administrative  databases  maintained  by  each  State 
Employment  Security  Agency  (SESA)  to  run  the  Unemployment  Insurance  (UT)  and  Employment 
Service  (ES)  programs.   Dse  of  Ul  and  ES  data  hold  great  promise  for  measuring  prevailing  wages  in 
the  construction  industry  because:  (1)  a  very  high  percentage  of  all  construction  workers  file  UI  . 
claims  each  year,  and  (2)  a  sufficient  number  of  construction  workers  may  register  with  the  ES  and 
provide  the  type  of  detailed  occupational  and  wage  information  required  to  make  prevailing  wage 
determinations.   In  total  the  ES  registers  over  20  million  job  seekers  each  year. 

This  section  describes  a  set  of  studies  designed  to  determine  the  feasibility  of  using  SESA 
administrative  records  to  measure  prevailing  wages.  The  core  of  the  study  is  to  determine  if  ES 
registration  files  provide  a  sufficient  sample  of  construction  workers  and  the  detail  necessary  to 
measure  prevailing  wages  for  relevant  geographic  areas.   Data  from  even  one  state  would  be 
sufficient  for  the  analysis  because  the  data  items  and  formats  are  very  similar  across  all  states. 

The  initial  analysis  will  compare  the  wage  measures  developed  using  current  procedures  to  as 
similar  as  possible  measures  developed  from  the  ES  database. 

There  are  five  key  issues  to  assess.   Whether:  * 

1.  The  occupational  detail  in  the  ES  data  is  sufficient  to  match  statistics  collected  in  the  current 
system. 

2.  The  samples  arc  sufficiently  large  to  accurately  measure  wages. 

3.  The  ES  sample  is  representative  of  construction  workers  in  ^ch  occupational  category. 

4.  Inclusion  of  Federal  construction  projects  bias  the  wage  measures. 
Differences  between  the  current  measures  and  ES  measures  are  due  to  biases  in  the  current 


measures 


In  order  to  understand  how  the  SESA  administrative  data  can  be  used  to  measure  prevailing 
wages  we  fust  briefly  describe  those  data.   We  then  explain  how  we  will  assess  the  adequacy  of  those 
data,  and  deal  with  each  of  the  five  issues  listed  above. 

UI/ES  Administrative  Data 

In  order  to  operate  the  UI  and  ES  systems  SESAs  maintain  the  following  seven  micro-data 
bases  containing  information  on  individual  workers,  claimants,  and  firms: 

1  •       Wage  record  file-  describing  individual  worker's  quarterly  earnings  from  each  employer. 

2.        Ul  registration  file-  describing  claimant's  UI  entitlement,  earnings  used  in  the  determination 
process,  employers  that  will  be  charged  for  benefit  payments,  demographic  and  work  history 

characteristics. 
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3.  UI  oavment  file-  describing  the  timing  and  amount  of  each  UI  payment. 

4.  ES  registration  file-  describing  the  occupation,  skills,  prior  work  history,  entitlement  to 
government  programs,  and  characteristics  of  jobs  being  sought  by  ES  registrants. 

5.  ES  service  file-  describing  referrals,  placements,  counseling,  and  other  service  provided  by 
theES. 

6.  ES  job  order  file-  describing  the  occupational  training,  skills,  and  experience  desired  to  fill 
jobs  listed  by  firms  with  the  ES. 

7.  Firm  History  file-  (ES202  data)  describing  the  location,  industry,  quarterly  payroll,  and 
monthly  employment  of  establishments  covered  by  the  UI  system. 


The  ES  registration  file  will  be  the  primary  source  of  information  to  measure  prevailing 
wages  because  it  includes  the  most  detailed  occupational  information.   ES  registration  files  typically 
include: 

o  Dictionary  of  Occupational  Titles  (DOT)  codes  for  primary  and  secondary  occupations. 

o  Job  titles  and  wage  rates  from  up  to  three  past  jobs. 

o  Skills,  experience,  and  licenses  associated  with  prior  jobs. 

o  Demographic  information  about  the  worker. 


These  files  can  be  used  for  two  of  the  most  important  elements  of  the  study:  (1)  assessing 
how  well  the  ES  occupational  titles  and  wage  levels  match  analogous  data  items  used  to  make 
prevailing  wage  determinations,  and  (2)  determining  if  the  sample  of  construction  workers  in  each 
occupational  category  is  sufficient  to  measure  prevailing  wages  for  different  geographical  areas. 

The  UI  registration  file  could  be  of  considerable  value  because  most  construction  workers 
collect  UI  during  the  course  of  a  year,  but  ES  registration  is  not  mandatory  for  most  of  those 
workers.  Thus,  a  comparison  between  UI  claimants  and  ES  registrants  in  the  construction  industry 
could  assess  whether  ES  registrants  closely  resemble  the  group  as  a  whole,  and  if  necessary  suggest 
ways  to  adjust  the  ES  registrant  information  to  reflect  overall  wages. 

As  will  be  explained  below,  the  UI  wage,  UI  registration,  and  ES  job  order  files  could  be 
useful  in  determining  how  construction  wages  change  in  response  to  changes  in  economic  conditions 
and  other  factors.  One  possible  way  to  make  wage  determinations  more  efficiently  is  to  start  with  a 
set  of  figures  that  are  viewed  as  accurate  and  develop  a  method  to  adjust  those  figures  to  take  into 
account  changes  that  occur  over  time. 
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Data  Collection  and  Analysis 

Subtask  2.1    Kickoff  Meeting 

Upon  award  of  this  contract  Westat  will  meet  with  National  Staff  to  develop  a  complete 
understanding  of  the  analytic  work  discussed  below.   We  will  review  each  subtask  in  detail  and  make 
sure  that  the  work  will  be  valuable  to  W-H.   We  also  will  make  sure  that  the  elements  of  tasks  1  and 
2  are  appropriately  integrated.   In  particular,  we  will  want  to  ensure  that  to  the  extent  possible  our 
review  of  current  procedures  under  task  1  focus  on  the  states  that  we  will  perform  the  in-depth 
analysis  of  use  of  SESA  and  Census  data  under  task  2. 

Subtask  2.2  Assemble  SESA  Data 

We  propose  to  use  administrative  data  from  the  files  listed  above  for  up  to  four  states  that  are 
included  in  our  on-going  ES  performance  measurement  study.   We  have  already  assembled  and 
processed  data  from  Pennsylvania  and  Washington,  can  readily  use  databases  Colorado  has 
assembled,  and  are  in  the  process  of  assembling  data  for  Missouri.  The  databases  for  all  four  states 
are  similar,  but  Washington  and  Pennsylvania  include  data  on  hours  worked  as  well  as  earnings 
making  it  possible  to  construct  wage  rate  measures  from  those  states'  wage  files.   Additional  criteria 
for  selecting  states  are  the  availability  of  comparable  Davis-Bacon  and/or  state  wage  determination 
data,  and  ease  of  processing  the  administrative  files.    Once  we  establish  which  of  the  four  states  can 
supply  wage  determination  data  we  will  carryout  the  following  analyses: 


Subtask  2.3      Assess  the  Comparability  of  ES  Occupation  Titles  and  Wage  Rates  with 
those  Currently  Used  to  Measure  Prevailing  Wages 

The  first  analytic  task  is  to  determine  whether  ES  registrants  can  be  grouped  by  occupational 
titles  reasonably  comparable  to  those  used  for  prevailing  wage  determinations    These  grouping  will 
use  all  the  information  available  in  the  registration  file  (DOT  codes,  job  titles,  skill  lists,  work 
experience,  employer  characteristics,  etc.)  to  match  the  occupational  titles  used  for  wage 
determinations. 

The  second  step  is  to  develop  measures  of  prevailing  wages  from  information  in  the  ES  files 
and  compare  those  wage  rates  and  changes  in  rates  to  comparable  determinations  of  prevailing  wages 
across  job  titles  and  geographic  areas  based  on  the  current  measurement  system. 

The  end  product  of  this  analysis  will  be  an  overview  of  how  close  the  titles  and  wages  in  the 
ES  registration  file  come  to  the  measures  currently  collected  by  other  means.   If  it  turns  out  the  ES 
registration  dat2  can  be  organized  in  a  way  to  closely  tracks  existing  prevailing  wage  measures,  use  of 
the  ES  data  would  be  a  low  cost  alternative  to  current  procedures. 
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Subtask  2.4      Modify  the  Occupational  Categories  Used  for  Wage  Determinations  to 
Facilitate  Use  of  Alternative  Data  Sources 

It  could  turn  out,  however,  that  the  information  in  the  ES  registration  file  is  insufficient  to 
place  registrants  into  similar  occupational  categories.   If  that  occurred,  it  still  might  be  possible  to  use 
"ES  registration  data  to  develop  measures  of  prevailing  wages,  but  the  occupational  categories  used  in 
those  determinations  would  have  to  be  ™<vfifipH 

Our  analysis  would  examine  the  effect  of  changing  the  occupational  categories  to  make  it 
possible  to  effectively  use  the  ES  registration  data.   It  could  turn  out  that  using  different  occupational 
titles  or  grouping  titles  into  broader  divisions  would  have  little,  if  any,  effect  on  wage  setting.   This 
would  be  the  case  if  wages  in  occupations  employed  in  different  types  of  construction  projects  moved 
together.   A  key  benefit  of  this  analysis,  therefore,  will  be  to  determine  whether  the  present  practice 
of  collecting  data  on  highly  detailed  occupations  is  worth  the  effort  in  terms  of  making  a  major 
difference  on  the  wages  paid  to  workers  in  different  occupational  groups. 

Another  reason  to  modify  the  occupational  categories  would  be  to  improve  the  statistical 
accuracy  of  the  measures.    For  example,  it  could  be  the  case  that  the  occupational  categories  currently 
used  can  be  matched  with  categories  derivable  using  ES  registration  data,  but  there  simply  are  too  few 
workers  in  a  category  to  accurately  measure  the  prevailing  wage.   An  obvious  way  to  deal  with  this 
problem  would  be  to  collapse  the  categories  to  increase  the  sample  of  workers  in  each  group. 


Subtask  2.5      Adjust  ES  Wage  Measures  to  Improve  Accuracy  of  Prevailing  Wage 
Estimates 

Another  contingency  that  may  need  to  be  overcome  is  that  ES  wage  measures  do  not  track 
current  prevailing  wage  measures.   This  could  occur  because  the  ES  registrants  are  not  a  random 
sample  of  all  construction  workers.   Should  the  ES  and  current  prevailing  wage  measures  diverge,  we 
would  first  examine  the  differences  in  wages  and  earnings  between  construction  workers  who  claim 
UI  versus  those  who  register  with  the  ES. 

Although  UI  application  files  do  not  contain  as  rich  a  set  of  variables  as  the  ES  registration  files, 
there  are  many  daia  items  in  common.  Thus,  it  should  be  relatively  easy  to  determine  if  the  UI  and  ES 
populations  differ  in  important  ways.  Use  of  Washington  State  and  Pennsylvania  data  for  this  analysis 
would  be  particularly  revealing  because  these  state's  data  include  measures  of  hours  as  well  as  earnings. 
Thus,  the  UI  wage  records  can  be  used  to  estimate  wage  rates  far  easier  than  in  states  which  only  collect 
information  on  earnings. 

Initially,  we  would  examine  differences  based  on  simple  comparisons  of  the  average  quarterly 
earnings  (and  hours  worked)  of  construction  registrants  and  claimants.  We  would  then  examine 
differences  based  on  comparing  earnings  (and  hours)  for  claimants  and  registrants  grouped  by  four-digit 
SIC  industry,  location,  experience,  age,  and  sex. 

This  analysis  should  determine  why  UI  and  ES  measures  differ,  and  equally  important  point  to 
ways  to  produce  wage  measures  that  reflect  the  sample  as  a  whole.  It  may  turnout  that  comparable 
measures  can  be  obtained  by  weighting  the  ES  azta  to  reflect  the  distribution  of  the  above  characteristics 
in  the  UI  data.   Auerr.sLvely.  it  may  be  necessary  to  adjust  ES  wage  measures  based  on  the  differences 
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in  earnings  berween  claimants  and  registrants  to  produce  comparable  measures  or  use  information  from 
me  job  order  file  to  assess  trends  in  wages. 

One  possibility,  however,  is  that  the  comparability  of  ES  and  current  methods  of  computing 
prevailing  wages  varies  across  industrial  sectors  and  geographic  areas  in  a  way  that  can  not  be  explained 
purely  by  differences  in  the  ES  sample  versus  the  underlying  universe.  Such  differences  could  arise 
because  government  projects,  which  should  be  excluded  from  prevailing  wage  determinations,  are  present 
in  the  ES  database. 

We  would  test  this  hypothesis  by  determining  if  ES  wage  measures  in  areas  and  sectors  known 
to  have  heavy  concentrations  of  government  construction  jobs  are  particularly  likely  to  diverge  from 
current  measures  of  prevailing  wages.  If  government  contracting  appears  to  seriously  bias  ES  measures 
of  prevailing  wages,  we  would  then  determine  ways  to  remove  those  projects  from  our  computations. 
This  could  be  done  using  information  in  the  ES  file  about  the  nature  of  the  work  performed  as  well  as 
collateral  information. 


Suhtask  2.6      Bench-Mark  ES/UI  Wage  Measures  to  Improve  Accuracy 

A  final  set  of  studies  using  prevailing  wage  measures  based  on  UI  and  ES  administrative  files 
versus  current  methods  would  examine  the  possibility  of  combining  administrative  data  with  other  sources 
of  information  to  develop  a  simpler,  less  expensive,  data  collection  system.  We  have  already  described 
how  we  would  determine  how  much  information  about  prevailing  wages  is  added  by  collecting  data  on 
a  very  large  number  of  occupational  categories.  This  process  may  be  needlessly  complex  because  because 
wages  on  construction  projects  of  a  similar  type  move  together.  «. 

A  logical  extension  of  that  work  is  that  survey  data  on  a  few  occupational  categories  might  be 
used  in  conjunction  with  SESA  administrative  data  to  "bench-mark'  prevailing  wages  in  a  range  of 
categories.  Thus,  even  if  there  was  considerable  independent  movement  in  wages  across  occupational 
categories,  it  could  rum  out  that  movement  detected  in  ES  or  UI  data  could  be  used  to  predict  the  changes 
in  individual  categories  once  the  changes  in  a  few  categories  were  known  with  precision. 

A  poieaually  important  attribute  of  this  form  of  bench-marking  is  that  the  universe  of  earnings 
data  obtainable  from  wage  files  could  be  used,  as  well  as  earnings  data  associated  with  UI  claims,  and 
wage  data  from  ES  registrations 

Other  sources  of  information  that  could  be  used  for  bench-marking  are  the  decennial  census  and 
the  monthly  Current  Population  Survey  (CPS).  Those  databases  contain  considerable  information  about 
wages  in  the  construction  industry  and  also  could  be  used  to  develop  a  system  for  estimating  prevailing 
wages  in  conjunction  with  SESA  administrative  data. 

Use  of  decennial  census  data  would  be  of  particularly  high  value  because  those  data  are  likely  to 
be  considerably  more  accurate  than  the  information  currently  used  for  prevailing  wage  determinations. 
Thus,  census  data  could  be  used  to  validate  current  measures  of  prevailing  wages.  This  would  be  a  very 
useful  exercise  in  its  own  right  because  it  would  be  on  enormous  help  in  addressing  the  fundamental  issue 
in  task  1 :  whether  the  prevailing  wage  measures  are  accurate. 


268 


In  addition,  comparisons  among  census,  ES,  and  current  measures  of  prevailing  wages  co^d 
determine  if  the  ES  generated  measures  were  accurate,  and  did  not  tract  estimates  developed  from  currem 
methods  because  those  measures  were  flawed.  Thus,  we  regard  use  of  census  data  as  one  of  the  most 
important  elements  of  this  analysis,  even  though  it  would  require  considerable  work  to  extract  the 
information  required  from  the  underlying  database. 


Summary 

As  task  2  of  mis  proposed  effort  Westat  suggest  conducting  several  analyses  using  SESA 
adrninistrative  data,  census  data,  and  current  measures  of  prevailing  wages  to  see  if  we  can  establish  a 
more  accurate  and  less  expensive  way  to  measure  prevailing  wages  in  the  construction  industry. 

Primary  attention  is  given  to  determining  the  adequacy  of  ES  registration  data  that  is  available 
in  all  states  to  track  prevailing  wages.  The  key  issues  to  resolve  are:  (1)  whether  the  occupational  data 
is  sufficient  to  produce  relevant  breakdowns,  and  (2)  the  wage  data  is  sufficient  to  accurately  measure 
prevailing  wages. 

If  ES  and  current  measures  diverge,  several  analyses  will  be  conducted  to  determine  the  source 
of  the  differences  and  whether  an  effective  way  can  be  found  to  use  aclministrative  data.  These  analyses 
include  determining  if: 

1 .  The  occupational  categories  currently  used  can  be  modified  to  better  suit  the  information  available 
in  the  SESA  data  without  affecting  the  wages  being  paid  on  Federal  construction  projects. 

2.  The  ES  registration  measures  can  be  improved  by  adjusting  the  figures  to  better  reflect  the  wages 
of  the  underlying  population  by  using  UI  wage  and  claim  files,  or  by  eliminating  workers 
employed  on  government  construction  projects  from  the  administrative  files 

3.  The  use  of  limited  surveys  in  conjunction  with  administrative  data  can  produce  more  accurate 
wage  measures. 


4.       The  source  of  the  divergence  is  inaccuracy  in  the  current  wage  determination  process  based  on 
comparisons  with  census  data. 


Although  success  cannot  be  guaranteed,  the  use  of  administrative  data  has  great  potential  because 
of  the  size,  detail,  general  availability,  and  low  cost  of  using  the  SESA  databases.  Importantly,  these 
analyses  can  be  completed  within  a  few  months  at  modest  cost  because  they  rely  on  data  already 
assembled  by  Westat  or  easily  obtained  mostly  as  a  result  of  their  use  in  on-going  projects 
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Project  Staffing 

Dr.  Alexander  Ratnofsky,  Vice  President  of  Westai's  Human  Services  Group,  will  have 
overall  management  responsibility  for  this  project.    Dr.  Ratnofsky  is  an  exceptionally  able  manager  as 
well  as  a  fine  analyst  who  has  worked  closely  with  Dr.  Jacobson  on  major  DOL  projects  in  the  past. 
Dr.  Ratnofsky's  primary  responsibility  will  be  to  ensure  that  the  project  develops  appropriate  plans, 
has  the  resources  needed  to  fulfill  those  plans,  completes  the  work  on  tune  and  within  the  budget. 

Dr.  Louis  Jacobson  will  be  the  overall  project  director  and  responsible  for  completing  task  2- 
Analysis  of  Using  SESA  Administrative  Data  to  Measure  Prevailing  Wages.   Dr.  Jacobson  is 
exceptionally  knowledgable  about  the  use  of  SESA  admimstrao ve  data,  having  completed  numerous 
studies  using  those  data.   Currently,  he  is  the  project  director  for  DOL's  largescale  analysis  of: 
Alternative  Ways  to  Measure  ES  Performance,  and  The  Effect  of  UI  on  Finn  Behavior.  This  past 
and  current  experience  is  essential  to  completing  task  2  which  hinges  the  rapid  assembly  and  analysis 
of  SESA  data. 

Dr.  Jacobson  has  broad  experience  examining  a  range  of  DOL  programs  including  the 
operations  of  the  UI  and  ES  systems  as  well  as  training  under  JTPA  titles  JI-A,  JJ-B,  JJ-C,  and  EI. 
Currently.  Dr.  Jacobson  is  directing  a  study  to  assess  best  practices  in  ES  labor  exchange  programs 
and  assess  the  use  of  ES  labor  exchange  data  as  a  source  of  more  general  labor  market  information 
(LMT). 

Scott  Came,  and  other  members  of  Westai's  computer  programming  staff,  who  have  worked 
an  past  and  present  projects  using  SESA  data  will  develop  the  database  and  perform  the 
dataprocessing  required  for  this  work.  x 

Dr.  Frank  Bennici  will  conduct  task  1-  Review  of  Current  Procedures  for  Making  Prevailing 
Wage  Determinations.    Dr.  Bennici  has  worked  closely  on  several  DOL  projects  including  analysis  of 
the  JTPA  Summer  Youth  Program.   Currently.  Dr.  Bennici  is  examining  the  use  of  ES  data  for  LMI 
under  Dr.  Jacobson's  direction.  He  also  worked  on  several  other  Westat  DOL  projects  including  a 
study  of  how  to  improve  minority  participation  in  Apprenticeship  Training,  and  an  examination  of 
how  the  Dicuoi^ry  of  Occupational  Titles  (DOT)  can  be  improved. 
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Ms.  Marjorie  Tarmcy 
Department  of  Labor 
Employment  Standards  Administration 
200  Constitution  Avenue 
Washington,  DC. 

Dear  Ms.  Tarmey,  January  16,  1996 

As  we  discussed,  I've  outlined  an  approach  10  meeting  the  data  requirements  for  an 
effective  Prevailing  Wage  Determination  program    This  approach  assumes  a  significant 
level  of  voluntary  reporting  but  also  assumes  some  survey  work  will  remain  a  requirement 
to  ensure  the  fullest  level  of  participation  feasible 

I  Under  voluntary  reporting 

a  Maintain  database  representing  universe  of  projects  &  builders  to  ensure  full 
compliance    Information  received  from  builders  should  be  designed  for  easy 
integration  with  that  database.  In  other  words,  data  received  voluntarily  or  via 
survey  should  be  designed  for  easy  entry  into  existing  database  representing  the 
universe  of  projects  financed  or  supported  by  government  fund?; 

b  Database  should  be  capable  of  generating  management  control  reports  to 
monitor  compliance  and  evaluate  effectiveness  of  program 

c.  Compare  information  received  voluntarily  to  universe  of  projects  and  builders  to 
ensure  reporting  on  all  projects  subject  to  wage  determination    Mail  surveys 
where  necessary  to  complete  information  where  necessary 

II  Continue  surveys  where  necessary 

a.  Identify  non-comphant  builders  and  pertinent  projects  by  comparing  information 
received  to  universe  of  projects  and  builders.  Survey  for  information 

III  Monitor  trends  to  identify  most  active  areas  and  types  of  construction    Within 
those  areas,  identify  most  significant  builders  in  terms  of  construction  value, 
number  of  projects,  or  other  criteria.  Encourage  voluntary  submission  of 
information  and  survey  when  necessary 
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IV         Proactive  contact  to  encourage  voluntary  submission  of  information: 

a  mail  to  prolific  or  otherwise  significant  builders  in  selected  areas, 
b.  mail  to  bidders  listed  on  government  financed/supported  projects. 


The  above  are  all  feasible  given  access  to  a  database  which  is  national  in  scope:  updated  in 
a  timely  fashion;  complete  in  terms  of  data  content;  capable  of  providing  current  and 
historical  information;  selective  in  terms  of  project  type,  geographic  area,  ownership; 
provides  for  electronic  entry  and  delivery  of  data,  and,  as  near  as  possible,  representative 
of  the  universe  of  projects  under  construction  within  the  rime  frame(s)  required  by  the  * 
Department 

I  would  be  pleased  to  discuss  further  when  you're  ready  to  proceed  with  this  project. 

Sincere 


Bill  Allen 


North  Carolina  State  University 

MSM  Program 

College  of  Management 

Office  of  the  Director 

■■"  7SB  Pbooe   (819)  515^564 

lUlrtgh.  Nortb  CarotaM  S789S-7I29  FAX.  ,3,9)  5^^^ 


October  27.  1995 

Maria  Echaveste 

Administrator.  Wage  and  Hour  Division 

Department  of  Labor 

Room  S  3502 

200  Constitution  Avenue 

Washington.  DC  20210 

Dear  Ms.  Echaveste: 

Marjorie  Tarmey  asked  me  lost  week  to  write  you  a  short  memo  containing  my 
ideas  about  how  to  best  determine  prevailing  wage  rates  under  Davis-Bacon.    I  am  a 
professor  of  economics  and  management  here  in  the  College  of  Management  at  NC  State, 
where  l  direct  our  Masters  of  Science  in  Management  program.    I  also  am  a  Research 
Associate  with  the  National  Bureau  of  Economic  Research.    I  have  done  extensile  research 
on  labor  markets  in  the  construction  industry,  supported  by  the  U.S.  Department  of  Labor, 
the  National  Science  Foundation,  and  the  Center  to  Protect  Workers'  Rights. 

As  I  understand  it.  the  law  currently  stipulates  that  the  minimum  wage  rate  on 
federal  or  federally  assisted  construction  projects  be  the  prevailing  rate.    The  prevailing 
rate  is  defined  as  the  rate  paid  to  a  majority  of  workers  or.  if  no  such  rate  exists,  the 
average  wage. 

I  will  not  get  into  the  issue  of  how  the  prevailing  rate  should  be  defined 
legislatively.    Nor  will  I  consider  the  question  of  whether  minimum  wages  should  be  set  at 
such  a  rate.    My  own  belief  is  that  contrectors  have  an  incentive  to  lowball  cost  estimates 
to  win  contracts  and  get  projects  started.    Prevailing  wage  laws  are  perhaps  not  the  ideal 
mechanism  for  dealing  with  this  problem,  but  in  their  absence  something  still  would  have 
to  be  done  to  protect  the  interests  of  workers  and  the  public.   The  government  is  obligated 
to  contract  with  the  lowest  qualified  bidder  and  faces  political  pressures  that  stretch  the 
definition  of  "qualilied."  thereby  creating  an  incentive  for  opportunistic  behavior. 

In  thinking  about  your  situation.  I  got  one  idea  that  I  think  I  should  share  with  you. 
It  is  a  new  idea  (to  me  at  least)  and  I  frankly  admit  that  I  probably  have  not  thought  it  all 
the  way  through.    It  is  based  on  the  notion  that  payroll  data  on  average  hourly  earnings  for 
the  construction  industry  are  already  available  by  state  and  major  metropolitan  areas,  as 
well  as  for  counties  and  regions  within  states.    These  rates  could  be  used  as  the  prevailing 
rate  for  federal  and  federally  assisted  construction  by  requiring  contractors  to  have  an 
average  wage  rate  across  ell  occupations  equal  to  or  above  the  average  wage  in  their  locel 
area,  however  defined. 
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This  approach  has  a  number  of  advantages.    The  data  are  already  collected,  thereby 
economizing  on  speciel  surveys.    Employers  would  have  more  flexibility.    They  could  pay 
below  average  rates  for  some  types  of  labor,  but  this  would  have  to  be  offset  with  above 
market  rates  elsewhere.    Local  wages  and  community  standards  would  be  upheld;  there 
would  be  no  large  inflows  of  unskilled  labor  for  federal  projects  to  put  a  strain  on  local 
services.    Contractors  would  be  unable  to  lowbell  their  estimates  of  labor  costs  by  using 
unrealistic  wage  rates. 

The  downside  of  this  approach  would  be  that  it  would  not  take  employee  benefits 
into  account.    My  guess  is  that  the  data  collected  for  the  Employment  Coat  Index  could  be 
used  to  estimate  the  ratio  of  benefits  to  wage  and  salary  income.    I  do  not  know  if  this 
ratio  could  be  allowed  to  vary  locally. 

This  still  leaves  the  problem  of  how  to  determine  when  a  single  rate  is  paid  to  a 
majority  of  workers.    The  Wage  and  Hour  Division  could  set  the  average  rate  as  the 
prevailing  rate  m  all  cases  except  where  private  parties  (presumably  contractor 
associations  and  unions)  submit  evidence  that  a  single  rate  prevails.    Guidelines  could  be 
developed  for  the  submission  and  evaluation  of  such  evidence,  presumably  payroll  records. 
Surveys  done  for  industry  (or  for  state  and  local  governments  setting  their  own  prevailing 
rates)  and  the  like  could  guide  these  determinations.    My  guess  is  that  something  like  this 
is  already  being  done. 

For  all  practical  matters,  the  prevailing  wage  will  be  the  rate  paid  to  the  majority  of 
workers  in  a  market  in  only  two  cases:  (1)  when  rates  determined  under  collective 
bargaining  are  paid  to  half  or  more  of  the  workers  or  (2)  when  half  or  more  of  thft  workers 
are  paid  the  minimum  wage.    The  latter  case  is  likely  to  be  extremely  rare  because  wages 
in  most  construction  occupations  are  well  above  minimum  rates,  so  I  will  ignore  it  here. 

Statements  from  unions  and  contractors  are  generally  used  to  get  a  sense  of 
whether  a  market  fits  into  the  first  situation.    I  am  not  aware  of  any  data  source  that  will 
accurately  measure  the  distribution  of  wage  rates  in  a  market  well  enough  to  determine 
whether  a  single  rato  is  paid  to  a  majority  of  workers.    The  task  is  made  mora  difficult  by 
the  fact  that  rates  vary  by  occupation,  type  of  construction,  and  location. 

I  have  used  the  public  uso  tiles  of  the  Current  Population  Survey  to  examine  trends 
in  unionization  in  the  industry.    Those  files  are  structured  in  such  a  way  that  overall  levels 
ot  unionization  for  states  and  major  metropolitan  areas  can  be  calculated  for  each  year. 
This  would  readily  identify  markets  with  high  levols  of  union  organization.    The  odds  that 
any  submarket  is  predominantly  union  could  be  ostimated  by  developing  an  econometric 
model.    For  instance,  percentage  union  or  the  odds  of  being  a  union  member  could  be 
linked  to  worker  and  labor  market  characteristics.    Such  a  model  could  then  be  used  to 
identify  areas  where  union  ratBs  are  likely  to  prevail  and  could  be  used  to  guide  further 
data  collection  efforts. 

Ono  limitation  of  this  approach  is  that  it  would  rely  on  data  on  union  membership, 
rather  than  wages.    (Sample  sizes  in  the  CPS  are  too  small  to  do  any  work  with  specific 
occupations  in  specific  local  markets.)    If  some  nonunion  workers  receive  union  scale,  this 
approach  would  underestimate  the  percentage  ot  workers  receiving  union  rates. 
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I  hope  these  ideas  will  stimulate  some  fresh  thinking  about  the  subject  of  how  to 
determine  prevailing  wages.   If  you  have  further  questions,  please  feel  free  to  contact  me. 


Sincerely. 


Steven  G.  Allen 

Professor  of  Economics  and  Management 


275 

PAS 


December  1  I,  ]0')S 

Maiguiic  Tarnicy 
OfTlce  of  the  Administratoi 
fcrnploymeni  Standards  Admin'ouaiion 
Wage  And  1  loui  Division 
Washington,  DC   20210 

Dear  Ms  Tarmey 

I  received  your  fax  on  December  1 1,  1995.  It  is  my  understanding  that  you  want  to  review 
your  procedures  for  making  wage  determinations  and  that  you  are  soliciting 
ldcas/lhoughts/suggesiions  ftom  various  parlies. 

For  your  information,  PAS  is  a  survey  research  company  specializing  in  contructioti  and 
engineering  wages  and  benefits  We  conduct  private  surveys  fot  executives,  professionals 
and  hourly  craft  personnel  We  have  been  conducting  and  publisliing  this  Information  since 
1979  As  specialists  in  this  area,  we  do  have  some  understanding  of  the  history  of  the 
Davis-Uacon  Act  and  some  of  its  various  administrative  features 

1  am  quite  willing  to  comment,  critique,  brainstorm  oi  whatever  might  be  of  sonic 
assistance  to  you  in  accomplishing  your  task  To  do  that,  1  will  need  to  know  <•  bit  muic 
about  your  objectives  for  the  review  and  a  little  backgiound 

My  suggestions  is  to  use  the  Internet  tor  fast,  economical  dialog  My  address  is 
7.11  10  26G(irdCompusci  vc.com 

Let  me  know  if  you  want  me  Included  in  youi  dialog 

Yours'Tryiy,  Sj  -  f^f"  ^ 

Rofmld  C  Phillips  ,i 

Executive  VP,  PAS,  Inc  (}UJV*"M> 

;o/is/,ir 
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PAS  Facsimile 

70  E.  Henry  Street 
Saline,  Ml  48170 

To:  Marjorie  Tarmey 
Company:   DOL/W-H 
Phone: 

Fax:    202-219-4753 

From:  Ron  Phillips 

Company:    PAS,  Inc. 
Phone:    313-429-1199 
Fax:    313-429-6507 

Date:    December  1 1 ,  1 995 
Pages  Including  this 

cover  page:    2 

Comments: 

Oo«  attached  cover  letter 
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JJ'H/H  WlM*M-ff 


December  11,  1995 

Mrs   Marjone  Tarmey 
U  S  Department  of  Labor 
Employment  Standards  Administration 
Wage  and  Hour  Division 
Washington.  DC  20210 

Dear  Mrs  Tarmey 

With  regard  to  our  telephone  conversation  we  are  pleased  to  provice  the  following 

Saylor  Publications.  Inc  publishes  construction  cost  data  Our  data  is  based  on  San  Francisco  and 
users  adjust  the  costs  for  their  localities  using  modifiers  that  we  provide  We  use  San  Francisco 
Union  Wage  Rates  to  compute  our  published  costs  The  data  are  obtained  through  telephone 
surveys  conducted  by  our  personnel  We  make  no  effort  to  link  our  data  to  the  prevailing  wages, 
although,  we  do  utiLze  data  published  by  the  State  of  California 

We  would  like  tc  see  a  reliable  service  which  provides  wage  rate  data,  for  various  parts  of  the 
country,  on  the  internet  Saylor  Publications  is  interested  in  cooperating  in  such  an  effort  We  would 
like,  very  much  tc  ciscuss  conducting  a  pilot  project,  in  this  regarc 


Very  truly  yours 


Stanley  J  Strycac 
Vice-President 
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New!  easy-io-use  format  with  both  Open  Shop  and  Union 
installation  costs  tor  every  one  of  the  13.000  unit  cost  items,  in 
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Open  Shop  installation  is  computed  from  actual  wage  rates,  not 
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Both  matenai  and  installation  costs  include  realistic  overhead 
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IUE  THREATENS  STRIKE  AGAINST  GM 
AT  TWO  DAYTON,  OHIO,  PARTS  PLANTS 

CINCINNATI— Less  lhan  a  month  after  a  walk- 
out at  two  Dayton,  Ohio,  pans  plants  virtually  para- 
lyzed General  Motors  Corp.,  the  company  has  received 
a  strike  notice  from  another  area  union  local. 

International  Union  of  Electronic  Workers  Local 
755  has  told  GM  it  will  call  a  strike  at  12:01  a.m. 
April  I  I  if  a  contract  dispute  is  not  resolved.  IUE 
Local  755  represents  2,700  workers  at  two  GM 
Delphi  Chassis  Systems  plants  in  Kettering,  a  sub- 
urb of  Dayton.  The  plants  produce  shock  absorbers, 
strut  mounts,  and  other  suspension  parts. 

The  threatened  strike  comes  on  the  heels  of  an 
18-day  walkout  by  2,700  workers  represented  by 
United  Auto  Workers  that  ground  GM  production 
to  a  halt.  A  lack  of  brake  parts  made  by  the  plants 
forced  GM  to  close  26  of  its  29  North  American 
vehicle  assembly  operations. 

More  lhan  175,000  GM  workers  in  the  United 
Slates,  Canada,  and  Mexico  were  laid  off  as  a 
result  of  the  strike,  triggered  by  UAW  concerns 
over  outsourcing,  sub-contracting,  and  working  con- 
ditions. On  March  22,  UAW  Local  696  ratified  a 
settlement  safeguarding  local  jobs  and  its  members 
returned  to  work  (57  DLR  AA-1,  2/27/96). 

Rumblings  Of  A  Strike 

Rumblings  of  a  possible  IUE  strike  were  heard 
during  the  UAW  walkout,  when  Local  755  leaders 
said  they  were  struggling  with  similar  issues,  nota- 
bly sub-contracting  of  skilled-trades  work. 

As  with  the  UAW  strike,  a  walkout  at  the 
Kettering  plants  could  put  GM  in  a  vulnerable 
position,  IUE  leaders  said,  because  of  the  com- 
pany's "just-in-time"  parts-delivery  system.  The 
union  said  these  plants  supply  about  95  percent  of 
GM's  shock  absorbers  and  struts. 

The  two  sides  had  been  meeting  intermittently 
since  Feb.  26,  according  to  Local  755,  but  negotia- 
tions became  more  serious  April  I,  the  day  GM 
received  the  union's  10-day  strike  notice. 

Neither  the  union  nor  GM  would  comment  on 
the  negotiations  or  the  issues  in  dispute. 

GM  reported  a  2  percent  sales  decline  in  March, 
partly  because  of  the  UAW  strike.  The  world's 
largest  automaker  builds  about  100,000  cars  and 
trucks  a  week  in  North  America,  a  third  of  the 
industry  total. 


BLS  EXPECTS  TO  SAVE  TIME,  MONEY 

BY  USING  WAGE  SURVEY  FOR  IMMIGRATION 

The  Bureau  of  Labor  Statistics  expects  to  save 
employers  time  and  taxpayers  about  $7  million  by- 
creating  a  national  wage  data  base  that  can  be  used 
for  employment  and  training  programs  and  immi- 
gration requirements,  according  to  a  notice  to  be 
published  in  the  April  5  Federal  Register. 

The  proposal  is  expected  to  be  "especially  advan- 
tageous" for  employers  that  have  operations  in 
several  states,  as  it  would  eliminate  the  need  for 
"numerous"  existing  state  wage  surveys,  BLS  said. 

In  the  notice,  BLS  seeks  comments  on  its  proposal 
for  expanding  nationwide  the  Occupational  Emplo\- 
ment  Statistics  survey— a  federal/state  initiative  trut 
provides  data  on  employment  and  wages. 

One  aim  is  to  use  the  data  that  is  collected  for 
employment  and  training  programs  to  also  certifv 
that  aliens  seeking  employment  in  the  United 
States  are  not  displacing  U.S.  workers  or  affecting 
U.S.  wages. 

'Alien  Labor  Certification' 

The  Immigration  Act  of  1990  requires  that  be- 
fore aliens  are  allowed  to  enter  the  United  States 
for  employment  the  Labor  Department  must  certi- 
fy that  qualified  U.S.  workers  are  not  available  for 
those  jobs.  The  Labor  Department  also  must  certify 
that  the  aliens'  employment  would  not  adversely 
affect  the  wages  and  working  conditions  of  U.S. 
workers  similarly  employed. 

This  certification  process  relies  heavily  on  accu- 
rate wage  information.  Most  states,  however,  con- 
duct occupational  wage  surveys  on  an  ad  hoc  basis, 
according  to  the  notice. 

BLS  is  proposing  that  stales  use  OES  wage  data 
for  the  alien  labor  certification  process,  rather  than 
current  stale  wage  surveys.  The  OES  survey  pro- 
vides "valid,  reliable  wage  data"  in  virtually  all  of 
the  occupations  requested  for  alien  labor  certifica- 
tion, BLS  said. 

The  idea  came  from  a  consortium  of  officials  from 
state  employment  agencies  and  the  Employment  and 
Training  Administration  that  in  1995  proposed  col- 
lecting OES  wage  data  in  each  state  as  a  way  to 
create  a  national  wage  data  base  that  also  could  be 
used  for  the  alien  labor  certification  process. 

Using  the  same  data  for  both  purposes  also 
would  eliminate  a  number  of  state  surveys.  BLS 
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r-;dicicd.  Eliminating  these  surveys— which  in- 
.M-.e  up  to  1.2  million  respondents — would  be  help- 
'.I  for  employers  operating  in  several  states,  BLS 
=  :id.  as  these  employers  often  must  provide  differ- 
;-.g  levels  of  wage  data  in  various  state  surveys. 

Saving  Estimates 

BLS  expects  the  proposed  change  in  the  OES 
survey  sample  to  reduce  by  I  million  the  number  of 
r:spondents  being  surveyed. 

A  respondent  participating  in  the  OES  survey 
would  provide  the  number  of  employees  by  occupa- 
tion, broken  out  across  1 1  wage-range  categories, 
according  to  the  notice. 

In  terms  of  costs,  the  bureau  said  ETA  spends 
about  $20  million  a  year  to  obtain  data  needed  for 
the  alien  labor  certification  purposes.  Stiles  spend 
about  $5  million  to  conduct  their  own  non-alien 
certification  related  wage  surveys.  Additionally, 
federal  and  state  governments  spend  about  $6  mil- 
lisn  on  models  that  estimate  occupational  data  for 
si:b-state  areas  from  statewide  OES  data. 

Increasing  the  OES  sample  size  would  preclude 
the  need  for  these  models,  BLS  said.  The  bureau 
estimated  thai  expanding  the  OES  wage  survey 
nationwide  would  generate  a  net  savings  of  about 
ST  million. 

The  bureau  estimates  that  406,000  establish- 
ments will  respond  tg  the  survey,  with  an  average 
time  of  45  minutes  per  response. 

Written  comments  are  due  in  60  days  and  should 
be  sent  to  Karin  G.  Kurtz,  BLS  Clearance  Officer, 
Division  of  Management  Systems,  BLS,  Room 
3:55.  2  Mass.  Ave.  N.E.,  Washignton,  DC.  20210; 
(202)  606-7628. 

Roce  Discrimination 

COURT  FINDS  NO  LIABILITY  UNDER  STATE  LAW 
FOR  SUPERVISORS  WHO  DID  NOT  'AID'  BIAS 

A  former  insurance  company  production  techni- 
cian may  not  proceed  with  claims  under  the  New 
Jersey  Law  Against  Discrimination  against  three 
nonsupervisory  co-workers,  who  allegedly  harassed 
him  because  he  is  African-American,  or  company 
supervisors  who  did  not  commit  any  affirmative 
discriminatory  acts,  a  federal  district  court  has 
ruled  (Tyson  v.  CIGNA  Corp-  DC  NJ,  95-3362, 
2/26/96). 

This  may  be  the  first  ruling  on  individual  liabil- 
ity of  supervisors  under  the  New  Jersey  anti-dis- 
crimination law.  The  U.S.  District  Court  for  the 
District  of  New  Jersey  held  that  supervisors  may 
onlv  be  individually  liable  for  actively  aiding  or 


abetting  an  emplo\er's  discriminatory  conduct  The 
court  also  reiterated  that  the  j'.atute  does  not  im- 
pose individual  liability  on  nonsupervisorv 
employees. 

Plaintiff  Charles  Tyson,  who  was  a  senior  pro- 
duction technician  in  the  CIC^  -\  Systems  Division 
of  the  Insurance  Company  of  North  America,  sued 
CIGNA  Corp..  1NA,  INA  Financial  Corp..  and  I  1 
individual  defendants,  alleging  racial  harassment 
and  intimidation  by  co-workers  and  constructive 
discharge  in  violation  of  the  stale  law  and  Title  VII 
of  the  1964  Civil  Rights  Act  He  also  brought 
several  contract  and  tort  claims. 

Judge  Joseph  E.  Irenas  dismissed  ihe  LAD 
claims  against  Bernard  McAllister,  Michael  Gal- 
lagher, and  Joseph  Allegra,  T>son's  former  co- 
workers, because  they  were  not  supervisors.  He  also 
dismissed  ihe  LAD  claims  against  eighi  company 
officials,  including  Tyson's  supervisor,  Kevin  Dark, 
because  ihe  plaimifl"  did  not  allege  "that  these 
defendants  personally  committed  affirmative  dis- 
criminatory acts." 

Irenas  dismissed  the  Title  VII  claims  against  all 
the  individual  defendants,  following  a  court  of  ap- 
peals ruling  that  employees  may  not  be  held  indi- 
vidually liable  under  the  federal  law.  CIGNA  and 
INA  Financial  Corp.  were  dismissed  as  defendants 
because  INA  was  Tyson's  employer  and  CIGNA  is 
a  trade  name,  not  a  legal  entity,  the  court  found. 

INA  may  still  be  liable  for  acts  of  its  supervisors 
committed  within  the  scope  of  their  employment 
under  a  respondeat  superior  theory,  the  court  said. 
Also,  the  individual  defendants  still  face  possible 
contractual  and  tort  liability. 

Ongoing  Course  Of  Harassment  Alleged 

Tyson,  who  worked  at  the  INA  office  in  Voor- 
hees,  N.J.,  alleges  an  ongoing  course  of  racially 
motivated  harassment  stretching  back  to  1981,  ac- 
cording to  the  complaint.  He  claims  that  in  1 93 1 
and  1982,  Gallagher  and  another  co-worker  repeat- 
edly placed  him  in  a  wheeled  trash  container  and 
rolled  him  to  the  edge  of  an  elevated  porch  while 
referring  to  him  as  "boy,"  and  "darkle." 

Several  alleged  incidents  took  place  at  company 
picnics  in  the  presence  of  other  employees,  some- 
times supervisors. 

In  September  1987,  Allegra  grabbed  a  gold 
chain  Tyson  was  wearing  around  his  neck,  forcibly 
removed  it,  and  said.  "What  s  this,  cheap  Camden 
gold?"  In  August  1991,  McAllister  p;cked  up  Ty- 
son, threw  him  fully  clothed  into  a  swimming  p0ol. 
and  said,  "I've  heard  black  people  h3ve  a  buoyancv 
problem."    On    Sept.   9,    1994.    McAllister    said. 
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Ol     I  \HOK 

.,    ,„.     „     .  •    AM)    l\l)l>IKII  - 

Ms  Libby  Hendnx 


Office  of  External  Affairs 

Wage  &  Hour  Division/ESA 

US  Department  of  Labor  .»■■£&./*. 

200  Constitution  Ave      Room  S3  506  ►  •£££»  J 

Washington,  DC  20210  * 

Re  Prevailing  Wage  Determinations  >!!,!,,..... 

Dear  Ms  Hendrix: 

Thank  you  for  your  interest  and  follow  up  on  my  inquiries  regarding  this  matter  The  Bureau  is 
always  interested  in  exploring  ways  we  can  work  cooperatively  with  the  Department  of  Labor 
We  believe  that  cooperative  arrangements  between  agencies  such  as  ours  will  lead  to  maximizing 
the  delivery  of  services  to  our  mutual  clientele  I  look  forward  to  working  with  you  in  this  regard. 

The  1995  Oregon  legislature  amended  the  state  Prevailing  Wage  Rate  law  to  provide  a  dedicated 
source  of  funding  for  the  administration  and  enforcement  of  the  law  For  the  first  time  since  the 
enactment  of  the  law  in  1955,  funds  will  be  available  to  conduct  a  statewide  survey  *f  the  wages 
paid  to  workers  in  heavy,  highway  and  commercial  construction  occupations  in  the  locality  where 
the  work  is  performed    The  Bureau,  in  consultation  with  the  Prevailing  W>age  Advisory 
Committee  which  consists  of  representatives  from  labor,  management  and  public  agencies, 
arrived  at  the  methodology  outlined  in  Exhibit  A  of  the  Interagency  Agreement  between  the 
Bureau  and  the  Employment  Department  The  methodology  for  the  survey  will  be  based  on  that 
which  the  Department  of  Labor  currently  utilizes  with  some  exceptions  (One  notable  exception, 
for  example,  is  the  gathering  and  use  of  hours  worked  data  ) 

The  Bureau  has  entered  into  an  agreement  with  the  Oregon  Employment  Department  to  conduct 
the  survey  and  to  report  its  findings  and  recommendations  The  Bureau  will  make  the  wage 
determinations  using  the  Employment  Department's  survey  information  We  hope  to  have  the  first 
reports  by  September  1996  If  practicable  or  necessary,  we  will  amend  the  rates  at  that  time 

Enclosed  please  find  a  copy  of  the  enabling  statute,  administrative  rules  implementing  the  statute, 
the  Interagency  Agreement  between  the  Employment  Department  and  the  Bureau  and  a  letter 
from  Commissioner  Roberts  to  Maria  Echaveste  dated  September  27,  1995  I  hope  this 
information  will  assist  you  and  your  agency  as  you  review  the  practices  of  state  agencies  for 
similarities  in  Davis-Bacon  prevailing  wage  determinations 
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February  8,  1996 

Libby  Hendrix 

US  Department  of  Labor 

Page  2 


For  more  information  on  the  lurvey  procedures  and  methodology  please  contact, 

Linda  Burgin 
Wage  Analysis  Unit 
Employment  Department 
875  Union  Street  NE 
Salem,  OR  973 1 1 
(503)  378-3834 

All  other  inquiries  may  be  directed  to  me  at  the  Portland  address  or  by  calling  (503)73 1-4070. 

Because  our  statutory  mandates  are  so  similar  in  the  area  of  wage  determination  and  enforcement, 
there  would  appear  to  be  a  lot  of  room  for  a  cooperative  working  agreement  between  our 
agencies.  We  hope  to  work  with  the  Department  toward  that  end. 

Sincerely,  * 

Paul  R  Tiffany ' 

Intergovernmental  Relations  Coordinator 


€, 


cc:  Jack  Roberts,  Commissioner 

Margo  Norton,  Deputy  Commissioner 
Christie  Hammond,  Administrator.  WHD 
Linda  Burgin,  Employment  Department 
Prevailing  Wage  Advisory  Committee 

Enclosures 
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September  27,  1995 


Urego 


Maria  Echaveste.  Administrator  BUREAU' 

Wage  and  Hour  Division  

.._■•»  i-r     i  *-''       L.A.DUK 

U.S.  Department  of  Labor  _ 

200  Constitution  Avenue  NW  A.N'D    1NDLSTR: 

Room  S3502 
Washington,  DC.    20210 

Dear  Ms.  Echaveste: 

Christie  Hammond,  Administrator  of  the  Wage  and  Hour  Division  of  the  bureau,  attended  the 
Interstate  Labor  Standards  Association  annual  conference  last  week  in  Mystic,  Connecticut.  commit!' 

Upon  her  return  from  the  conference,  she  informed  me  that  during  your  presentation  at  the 
conference,  you  expressed  interest  in  discussing  a  possible  cooperative  state-federal 
prevailing  wage  rate  survey  pilot. 

We  are  very  interested  in  pursuing  with  you  and  your  staff  the  possibilities  of  working  cooperatively  in 
conducting  prevailing  wage  surveys  in  this  state.  Oregon  is  just  now  preparing  to  conduct  prevailing 
wage  rate  surveys  for  the  first  time  in  several  years,  and  I  believe  that  it  would  be  to  the  mutual  benefit 
of  the  department  and  the  bureau  to  coordinate  this  project.  We  would  like  to  conform  the  surveys 
conducted  in  this  state  as  closely  as  possible  to  the  department's  methodology  in  order  to  arrive  at  rates 
which  may  be  adopted  by  the  department  and  used  by  contractors  on  both  state  PWR  and  federal 
Davis-Bacon  contracts.  We  believe,  however,  that  some  improvements  can  and  should  be  made  to  the 
methodology  4 

I  have  asked  Paul  Tiffany  of  my  office  to  contact  your  office  next  week  to  follow  up  on  the  possibilities 
of  a  joint  pilot  project.  Perhaps  you  can  designate  someone  from  your  staff  to  work  with  Paul  in  further 
developing  this  proposal. 

I  applaud  and  share  your  desire  to  reduce  duplicative  efforts  by  state  and  federal  agencies  and  am  excited 
about  the  possibility  of  our  respective  agencies  cooperating  in  this  area. 

Please  feel  free  to  give  me  a  call  if  you  would  like  to  discuss  this  matter  further. 

Sincerelv, 


/ivcV.  Roberts 
C      Commissioner 


cc:  Paul  Tiffanv 
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January  23,  1996 

BUREAU 


Oregoi 


Tom  Lynch,  Manager 

Research  Section  OF    LABOR 

Employment  Department  AND    INDUSTRIE 

875  Union  Street  NE  

Salem,  Oregon  97311 


Dear  Tom: 

I'm  taking  the  liberty  of  returning  the  executed  agreement  directly  to  you.  Commissioner  I 

Roberts  signed  it  yesterday,  preferring  to  get  this  done  rather  than  worry  about  any  minor 
adjustments.  We  noted  a  couple  of  dates  that  no  longer  make  sense  because  of  the  change  from 
an  April  deliverable  to  a  September  1  deliverable,  but  we  believe  that  everyone  is  carrying  the 
same  basic  understanding. 

The  first  date  is  in  IV.Iejm  (B)  where  no  termination  prior  to  July  1,  1996,  made  sense  when 
the  earlier  delivery  date  was  April.    We'd  prefer  October  1 ,  1 996,  after  the  first  survey  and 
analysis,  but  we  can  live  with  this,  safe  in  the  knowledge  that  all  of  us  are  too  far  down  to  road, 
chronologically  and  politically,  for  a  first  survey  not  to  be  completed. 

The  same  applies  to  Exhibit  A,  III.  Methodology  (preface)  where  we  understand  that  you  will 
be  working  on  and  collecting  data  prior  to  July  1  using  the  methodology  outlined  in  sections  A 
through  J.  Also,  we  understand,  in  section  J,  that  "Oversight  Committee"  is*  "Oversight 
Contractor." 

Thank  you  for  your  help  in  moving  this  along.  We  are  a!!  looking  forwarj  to  making  a 
data-supported,  quality  rate  determination. 


Sincerelv,  i 

Margo  Norton 
Deputy  Commissioner 


c:        Virlena  Crosley,  Director 

Oregon  Employment  Department 

Christine  Hammond,  Wage  &  Hour  Administrator 
Paul  Tiffany,  Intergovernmental  Relations  Coordinator 
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INTERAGENCY  AGREEMENT 

BETWEEN  THE  EMPLOYMENT  DEPARTMENT  AND 

THE  BUREAU  OF  LABOR  AND  INDUSTRIES 

This  Agreement  is  entered  into  by  and  between  the  Oregon  Employment  Department 
(OED)  and  the  Bureau  of  Labor  and  Industries  (BOLI). 

RECITALS: 

OED  through  its  Wage  Analysis  Unit  has  the  expertise  and  resources  to  conduct  a  survey 
of  wages  paid  to  employees  in  trades  and  occupations  utilized  in  heavy,  highway  and 
commercial  construction  projects. 

BOLI  is  required  to  determine  the  prevailing  rate  of  wage  to  be  paid  to  workers  on  public 
works  construction  projects  pursuant  to  the  provisions  of  ORS  279.359. 

TERMS: 

I.  Scope  of  Employment  Department  Services 

OED  shall  provide  those  services  set  out  in  Exhibit  A. 

II.  Scope  of  BOLI  Services 

41 

To  assist  OED  in  carrying  out  its  obligations  hereunder,  BOLI  shall  perform  the 
services  set  out  in  Exhibit  B.  i 

III.  Compensation 

A.  BOLI  shall  make  payments  to  OED  as  set  out  in  Exhibit  C.  The  payment  shall 
be  full  compensation  for  work  performed,  services  rendered,  and  all  labor, 
materials,  supplies,  equipment,  and  incidentals  necessary  to  perform  the  work 
and  services  during  the  1995-1997  bienniura 

B.  Compensation  for  services  under  this  agreement  will  be  renegotiated  no  later 
than  July  1  of  each  odd  numbered  year.  Exhibit  C  shall  be  revised  or  amended 
to  reflect  the  renegotiated  amounts. 

IV.  Term 

A.     Effective  Date:  This  Agreement  shall  be  effective  January  16,  1996  through 
June  30,  1997. 
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B.  Termination:  Either  party  may  terminate  the  agreement  by  giving  the  other 
party  no  less  than  60  days  notice  of  its  intent  to  do  so.  However,  neither  party 
shall  terminate  this  agreement  before  July  1,  1996. 

C.  Individual  terms  and  conditions  of  this  agreement  may  be  modified,  in  writing, 
at  any  time  when  both  parties  agree  to  the  modification. 

V.  Project  Managers 

A.  For  OED:  Tom  Lynch,  Manager,  Research  Section,  875  Union  Street  NE, 
Salem  OR  97311. 

B.  For  BOLI:  Commissioner  of  the  Oregon  Bureau  of  Labor  and  Industries, 
Attention:  Christine  Hammond,  Administrator,  Wage  and  Hour  Division,  800 
NE  Oregon  Street.  #32,  Portland,  OR  97232. 

C.  Any  change  in  the  above  information  will  be  communicated  in  writing. 

VI.  Assignment 

OED  shall  not  assign  the  Agreement,  in  whole  or  in  part,  or  any  right  or  obligation 
hereunder,  without  the  prior  written  approval  of  BOLI. 

VII.  Provisions  for  Review  and  Updating  "      * 

At  least  annually,  the  parties  will  meet  to  discuss  items  contained  in  this  agreement 
to  update  it  where  necessary  and  to  exchange  relevant  program  information. 

IN  WITNESS  WHEREOF,  the  parties  hereto  have  caused  this  Agreement  to  be  executed 
by  duly  authorized  representatives  as  of  the  date  of  their  signature. 

OREGON  BUREAU  OF  LABOR  EMPLOYMENT  DEPARTMENT 

AND  INDUSTRIES 


^/TWr  -g/k^farjv 


'4SU^, 


Jack  Rattens,  Commissioner  Virlena  Crosley,  Director 

Date  Date  ' 
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EXHIBIT  A 
SERVICES  TO  BE  PERFORMED  BY  THE  EMPLOYMENT  DEPARTMENT 

I.  General  Description  of  Services: 

OED  shall  conduct  a  survey  of  wages  paid  to  construction  workers  employed  in 
trades  and  occupations  engaged  in  heavy,  highway  and  commercial  construction 
projects. 

II.  Scope  of  Services: 

OED  will: 

•  Conduct  a  survey  of  the  wages  paid  to  workers  in  trades  and  occupations 
engaged  in  heavy,  highway  and  commercial  construction  projects  in  the  locality 
where  the  work  is  performed. 

•  Conduct  the  survey  consistent  with  the  terms  and  definitions  in  ORS  279.348  to 
279.365. 

•  Use  established  and  accepted  statistical  methods  in  conducting  the  survey. 

•  Be  consistent  with  the  methodology  used  by  the  federal  Department  of  Labor  in 
conducting  Davis-Bacon  surveys,  except  as  agreed  with  BOLL 

•  Where  there  is  a  variation  in  methods  used,  OED  will  consult  with  BOLI  to 
resolve  the  matter. 

•  Cooperate  with  an  oversight  contractor  who  will  report  to  BOLI  on  OED's 
results. 

III.  Methodology 

For  data  collected  and  reports  submitted  after  July  1,  1996.  the  following  research 
methodology  shall  be  employed: 

A.  A  comprehensive  universe  (population)  will  be  developed  from  which  a 
sample  will  be  selected.  The  universe  will  include  the  Dodge  Reports,  as 
well  as  other  relevant  lists  such  as  the  Unemployment  Insurance  File  of 
Employers.  The  Construction  Contractor's  Board  Database  will  be  used 
only  to  check  or  verify  other  information,  and  not  as  a  primary  data  source. 

B.  A  prevailing  wage  and  benefit  survey  will  be  designed  and  administered. 
The  survey  will  be  a  mail  survey  with  telephone  and  non-response  postcard 
follow-up.  The  data  will  be  collected  by  trained  research  analysts.  No 
"voluntary"  responses  will  be  used  unless  a  total  universe  or  population  is 
surveyed  for  an  occupation  in  an  area. 

C.  Using  acceptable  statistical  methods  to  insure  data  reliability  and  validity,  a 
statistical  sample  will  be  selected  and  the  survey  administered.  The  sample 
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will  be  stratified  by  size  of  firm.  Each  major  occupational  group  will  have 
its  own  survey,  with  separate  sample  statistics  calculated  for  each. 

D.  Data  will  be  collected  for  an  agreed  upon  list  of  occupational  categories. 

E.  Descriptors  and  occupational  groups  for  the  major  occupations  will  appear 
on  the  survey  forms.  Initial  screening  questions  will  be  used  in  an  effort  to 
determine  if  contractors  and  subcontractors  had  contracts  within  the  scope 
(geographic,  time  frame,  and  project  type)  of  the  survey.  Only  contractors 
and  subcontractors  who  meet  the  specifications  of  the  survey  will  be  asked 
to  provide  wage  and  benefit  data. 

F.  Data  will  be  used  for  determining  if  the  contracted  jobs  are  union  or  non- 
union, and  determining  the  prevailing  wage  and  benefit  information  for  the 
jobs. 

G.  Prevailing  wage  data  will  be  collected  by  number  of  hours  worked,  rather 
than  by  total  number  of  workers.  This  is  a  deviation  from  federal 
methodology,  which  calls  for  the  data  to  be  collected  by  total  number  of 
workers. 

H.         Since  no  pilot  survey  will  be  conducted,  it  is  understood  that  the  survey 
instrument  may  be  adjusted  as  the  survey  progresses  to  account  for 
inconsistencies  or  other  unforeseen  issues  that  may  arise. 

I.  Analyses  and  reports  provided  to  BOL1  by  OED  shall  Identify  the  strengths 

and  limitations  of  the  data  to  explain  how  it  should  be  used  and  interpreted. 

J.  An  Oversight  Committee  will  review  OED's  survey  methodology. 

IV.     Records  Confidentiality: 

The  records  obtained  for  the  purpose  of  conducting  the  survey  are  confidential  and 
exempt  from  public  disclosure  pursuant  to  ORS  279.359(3).  For  this  reason,  OED 
shall  not  disclose  these  records  to  the  public.  For  purposes  of  this  agreement,  the 
public  does  not  include  the  oversight  consultant  hired  by  BOLL 
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V.        DELIVERY  SCHEDULE 

OED  agrees  to  the  following  delivery  schedule: 

A.  By  September  1 ,  1996,  submit  to  BOLI  a  prevailing  wage  rate  report  with 
findings,  analyses  and  recommendations  utilizing  the  research  methodology 
specified  in  Exhibit  A. 

B.  By  April  1,  1997,  and  every  six  months  thereafter,  submit  to  BOLI  an 
update  to  the  prior  prevailing  wage  rate  report  utilizing  the  research 
methodology  specified  in  Exhibit  A. 

C.  Reports  shall  be  submitted  to  BOLI  in  writing  and  on  diskette 


298 

EXHIBIT  B 
SERVICES  TO  BE  PERFORMED  BY  BOLI 

BOLI  shall  assist  the  Employment  Department  in  carrying  out  its  obligations  by: 

•  Providing  staff  support  to  resolve  questions  concerning  varying  methodologies. 

•  Providing  technical  advice  on  the  application  of  the  prevailing  wage  rate  law  and 
past  practices  under  the  law. 

•  Hiring  an  oversight  contractor. 

•  Writing  and  publishing  prevailing  wage  rate  reports. 

•  Identifying  and  explaining  any  wage  rates  contained  in  the  final  reports  that  differ 
from  the  findings  and  recommendations  provided  by  OED. 

•  Prior  to  each  6  month  survey  cycle,  notify  OED  of  any  desired  changes  in 
research  methodology  needed  because  of  financial  or  other  factors. 
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EXHIBIT  C 

COMPENSATION  FOR  SERVICE 

BOLI  shall  pay  OED  up  to  $190,000  for  services  pursuant  to  this  agreement  during 
the  1995-1997  biennium.  Payment  shall  be  made  for  actual  and  reasonable  costs  of 
performing  the  services  specified  in  this  Agreement.  OED  shall  submit  invoices  to 
BOLI  within  90  days  of  completing  deliverables  as  specified  in  Exhibit  A. 
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January  26,  1996 


OF    LABOR 
AND    INDLSTRi: 


To:       Interested  Parties  siz^i 

From:  Christine  N.  Hammond  ?||j*S*.' 
Administrator  ^uv- 

Wage  and  Hour  Division  lxl.  ^^ 

Re:       Adoption  of  Prevailing  Wage  Rate  Rules 


Attached  for  your  information  is  a  copy  of  the  prevailing  wage  rate  (Division  16)  administrative 
rules  adopted  and  amended  by  the  Bureau  of  Labor  and  Industries  effective  January  26,  1996. 
These  rules  are  not  the  complete  text  of  prevailing  wage  rate  administrative  rules,  but  only  those 
rules  adopted  and  amended.  These  adopted  and  amended  rules  will  be  incorporated  with  the 
current  (unchanged)  regulations  and  the  complete  set  of  division  16  rules  will  be  available  upon 
request  in  the  near  future.  _  s    . 

The  rules  adopted  and  amended  implement  the  provisions  of  legislation  enacted  in  the  1995 
Legislative  Session  (House  Bills  2903  and  2992),  requiring  fees  to  be  paid  by  contractors  on 
public  works  projects;  implementing  civil  penalties  provisions;  defining  certain  prohibited 
activities;  and  delineating  new  requirements  for  contracting  agencies.  The  rules  also  address  the 
exemption  for  inmate  labor,  make  "housekeeping"  changes,  and  coriorm  the  rules  to  new  laws, 
other  rules,  court  cases,  policies  and  procedures. 

If  you  have  any  questions  regarding  these  rules,  please  feel  free  to  contact  this  office  at  (503) 
731-4742. 

Attachment 
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DIVISION  16 

i 

PREVAILING  WAGE 
RATES  ON  PUBLIC  WORKS 

Notice  of  Proposed  Rules 

839-16-000  Prior  to  the  adoption,  amendment,  or  repeal  of  any  rule  relating  to  Prevailing  Wage  Rates  on  Public 
Works,  the  Bureau  of  Labor  and  Industries  shall  give  notice  of  intended  action: 

(1)  In  the  Secretary  of  State  s  Bulletin  referred  to  in  ORS  183.360  at  least  21  days  prior  to  the  effective  date. 

(2)  By  mailing  a  copy  of  the  notice  of  intended  action  to  persons  on  the  Wage  and  Hour  Division's  mailing  list 
for  Prevailing  Wage  Rates  on  Public  Works  established  pursuant  to  ORS  183.335(7). 

(3)  By  mailing  a  copy  of  the  nonce  of  intended  action  to: 

(a)  Associated  Press; 

(b)  Oregon  State  Building  and  Construction  Trades  Council; 

(c)  The  Northwest  Labor  Press: 

(d)  Associated  General  Contractors; 

(e)  Oregon  A  FL-CIO; 

(0  Daily  Journal  of  Commerce. 

(g)  Associated  Oregon  Industries; 

(h)  State  of  Oregon.  Department  of  Administrative  Services: 

(i)  State  of  Oregon.  Department  of  Transportation; 

(j)  Oregon  State  System  of  Higher  Education; 

(k)  Association  of  Oregon  Counties; 

(L)  League  of  Oregon  Cities: 

(m)  Oregon  School  Boards  Association: 

(n)  Associated  Builders  and  Contractors; 

(0)  Other  associations  and  go\emmental  entities  as  appropriate.  -  "    •% 

Stat.  Auth.:ORSCh.  279&65I 

Stats.  Implemented:  ORS  279  348  to  279.380 

Model  Rules  of  Procedure 

839-16-002  The  Attorney  General's  Model  Rules  of  Procedure,  effective  September  9.  1995.  are  hereby 
adopted  by  reference  as  permanent  -jies  for  Prevailing  Wage  Rates  on  Public  Works  matters  except  that  the  Model 
Rules  of  Procedure  shall  not  appi>  :c  contested  cases  conducted  for  violations  of  ORS  Chapter  279  enforced  by  the 
Bureau  of  Labor  and  Industries  The  rules  for  contested  case  proceedings  are  set  forth  in  OAR  839-50-000  to 
839-50-420.  Any  matters  not  addressed  in  OAR  839-50-000  to  839-50-420  will  be  governed  by  the  Model  Rules  of 
Procedure. 

Stat.  Auth  :  ORS  Ch.  1 83.  279  &  6; 

Stats  Implemented:  ORS  279  348  I'c  279.380 

Definitions 

839-16-004  As  used  in  these  rj.es.  unless  the  context  requires  otherwise: 

(1)  "Apprentice"  means 

(a)  A  person  employed  and  ir.c.\idually  regis'tered  in  a  bona  fide  apprenticeship  program  registered  with  the 
U.S.  Department  of  Labor.  Bureau  ;:'  Apprenticeship  and  Training  (BAT)  or  with  any  state  apprenticeship  agency 
recognized  by  BAT;  or 

(b)  A  person  in  probationary  e-rloyment  as  an  apprentice  in  such  an  apprenticeship  program,  but  who  is  not 
individually  registered  in  the  progra-.  but  who  has  been  certified  by  the  BAT  or  a  state  apprenticeship  agency  to  be 
eligible  for  probationary  emplovms-:  as  an  apprentice. 

(2)  "The  Basic  Hourly  Rate  of  ?a>  '  or  "Hourly  Rate"  means  the  rate  of  hourly  wage,  excluding  fringe  benefits, 
paid  to  the  worker. 

(3)  "Bureau"  means  the  Burea.  : :  Labor  and  Industries. 

-  1  - 
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(4)  "Commissioner"  means  the  Commissioner  of  the  Bureau  of  Labor  and  Industries,  or  designee 

(5)  "Construction"  or  "reconstruction",  includes  the  initial  construction  of  buildings,  other  structures.  highwa>s 
and  roads;  highway  and  road  resurfacing  and  rebuilding,  and  the  restoration  of  buildings,  other  structures.  highwa\s 
and  roads. 

(6)  "Division"  means  the  Wage  and  Hour  Division  of  the  Bureau  of  Labor  and  Industries 

(7)  "Employ"  includes  to  suffer  or  permit  to  work 

(8)  "Fringe  benefits"  means  the  amount  of: 

(a)  The  rate  of  contribution  irrevocably  made  by  a  contractor  or  subcontractor  to  a  trustee  or  to  a  third  person 
pursuant  to  a  plan,  fund  or  program:  and 

(b)  The  rate  of  costs  to  the  contractor  or  subcontractor  which  may  be  reasonably  anticipated  in  providing 
benefits  to  workers  pursuant  to  an  enforceable  commitment  to  carry  out  a  financially  responsible  plan  or  program 
which  is  committed  in  writing  to  the  workers  affected,  for  medical  or  hospital  care,  pensions  on  retirement  or  death. 
compensation  for  injuries  or  illness  resulting  from  occupational  activity,  or  insurance  to  provide  any  of  the 
foregoing,  for  unemployment  benefits,  life  insurance,  disability  and  sickness  insurance  or  accident  insurance,  for 
vacation  and  holiday  pay,  for  defraying  costs  of  apprenticeship  or  other  similar  programs  or  for  other  bona  fide 
fringe  benefits,  but  only  where  the  contractor  or  subcontractor  :s  not  required  by  other  federal,  state  or  local  law  to 
provide  any  of  such  benefits.  Other  bona  fide  fringe  benefits  do  not  include  reimbursement  to  workers  for  meals. 
lodging  or  other  travel  expenses,  nor  contributions  to  industry  advancement  funds  (CIAF  for  example) 

(9)  "Major  renovation"  includes  the  remodeling  or  alteration  of  buildings,  other  structures,  highways  and  roads 

(10)  "Normal  business  hours"  means  the  hours  during  which  the  office  of  the  contractor  or  subcontractor  is 
normally  open  for  business  In  the  absence  of  evidence  to  the  contrary,  the  Division  will  consider  the  hours  between 
8:00  am  and  5:00  p.m.,  excluding  the  hours  between  12.00  noon  and  I  00  p.m..  on  weekdays  as  normal  business 
hours 

(11)  "Overtime"  means: 

(a)  In  the  case  of  "overtime  hours  worked",  all  time  worked  over  eight  hours  in  one  work  day  and  on  Saturdays 
and  holidays  set  out  in  ORS  279  334. 

(b)  In  the  case  of  "overtime  rate",  the  basic  hourly  rate  of  pay  times  1-1/2;  •  -    i 

(c)  In  the  case  of  "overtime  wages",  the  overtime  hours  worked  times  the  overtime  rate 

(12)  "Person"  includes  a  public  or  private  corporation,  a  partnership,  a  sole  proprietorship,  a  lirnited  liability 
company,  a  government  or  governmental  instrumentality  i 

(13)  "Prevailing  wage  rate  claim"  means  a  claim  for  wages  filed  by  a  worker  with  the  Division 

( 14)  "Public  agency"  means  the  State  of  Oregon  or  any  political  subdivision  thereof  or  any  county,  city,  district, 
authority,  public  corporation  or  entity  and  any  of  their  instrumentalities  organized  and  existing  under  lav.  or  charter 

(15)  "Public  work",  "public  works"  or  "public  works  project"  includes  but  is  not  limited  to  roads,  highways, 
buildings,  structures  and  improvements  of  all  types,  the  construction,  reconstruction,  major  renovation  or  painting  of 
which  is  earned  on  or  contracted  for  by  any  public  agency  the  primary  purpose  of  which  is  to  serve  the  public 
interest  regardless  of  whether  title  thereof  is  in  a  public  agency  but  does  not  include  the  reconstruction  or  renovation 
of  privately  owned  property  which  is  leased  by  a  public  agencv 

(16)  "Public  works  contract"  or  "contract"  means  any  contract,  agreement  or  understanding,  written  or  oral,  into 
which  a  public  agency  enters  for  any  public  work 

(17)  "Special  wage  determination"  means  a  wage  determination  made  at  the  request  of  a  public  contracting 
agency  and  which  is  applicable  onls  to  specific  job  classes  A  special  wage  determination  is  issued  in  those  cases 
where  there  is  no  current  wage  determination  applicable  to  specific  job  classes  and  the  use  of  such  job  classes  is 
contemplated  on  a  public  works  project 

(18)  "Trade"  or  "occupation"  is  defined  in  accordance  with  the  prevailing  practices  of  the  construction  industry 
in  Oregon 

(19)  "Trainee"  means  a  person  registered  and  receiving  on-the-job  training  in  a  construction  occupation  under  a 
program  which  has  been  approved  in  advance  by  the  US.  Department  of  Labor.  Bureau  of  Apprenticeship  and 
Training  as  meeting  its  standards  for  on-the-job  training  programs  and  which  has  been  so  certified  by  that  Bureau. 

(20)  "Wage  determination"  includes  the  original  decision  and  any  subsequent  amendments  made  by  the 
commissioner  in  accordance  with  ORS  279  359 

(21)  "Wages"  or  "Prevailing  Wages"  means  the  basic  hourly  rate  of  pay  and  fringe  benefits  as  defined  in  section 
(8)  of  this  rule. 
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(22)  "Worker"  means  a  person  employed  on  a  public  works  project  and  whose  duties  are  manual  or  physical  in 
nature  (including  those  workers  who  use  tools  or  who  are  performing  the  work  of  a  trade),  as  distinguished  from 
mental,  professional  or  managerial  The  term  "worker"  includes  apprentices,  trainees  and  any  person  employedor 
working  on  a  public  works  project  in  a  trade  or  occupation  for  which  the  commissioner  has  determined  a  prevailing 
rate  of  wage  (See  OAR  839-16-035  ) 

Stat.  Auth:  ORS  Ch.  279  &  651 

Stats.  Implemented:  ORS  279.348  to  279  380 

Procedure  for  Addition  of  Trade 

839-16-006  (I)  Purpose:  As  a  result  of  technological  advancements  andor  policy  changes,  new  trades 
periodically  emerge  in  the  construction  industry  When  this  happens,  it  may  be  appropriate  for  the  commissioner  to 
add  such  trades  into  the  prevailing  wage  rate  determinations.  The  following  procedure  is  designed  to  insure  that  nev. 
trades  are  included  in  prevailing  wage  rate  determinations  when  appropriate 

(2)  Procedure: 

(a)  Any  person  may  request  the  addition  of  a  trade  by  submitting  a  written  request  to    PWR  Coordinator. 
Prevailing  Wage  Rate  Unit,  Wage  and  Hour  Division,  Bureau  of  Labor  and  Industries.  800  N.E.  Oregon  Street  =32. 
Portland.  OR  97232.  This  request  must,  at  a  minimum,  specify 

(A)  Name  of  proposed  trade. 

(B)  Minimum  education  required,  and 

(C)  Description  of  minimum  skills  required  and  tools  used 

(b)  The  PWR  Coordinator  will  recommend  to  the  commissioner  whether  or  not  to  conduct  a  complete  studv  of 
the  proposed  trade; 

(c)  The  requesting  party  will  be  notified  in  writing  by  the  PWR  Coordinator  of  the  commissioner  s  decision; 

(d)  If  the  PWR  Coordinator  conducts  the  requested  study,  the  following  areas,  at  a  minimum,  will  be  included  in 
the  review 

(A)  Relevant  practices  of  the  U.S.  Department  of  Labor  under  the  Davis-Bacon  Act:  ^ 

(B)  Whether  the  proposed  trade  is  substantially  different  from  trades  included  in  the  current  wage  determination: 

(C)  The  relevant  prevailing  practices  in  the  State  of  Oregon 

(e)  The  PWR  Coordinator  will  submit  a  report  and  a  recommendation  to  the  commissioner: 
(0  The  commissioner  will  decide  whether  or  not  to  include  the  proposed  trade. 

(g)  The  requesting  party  will  be  notified  in  writing  of  the  commissioner's  decision 

Stat.  Auth    ORS  Ch.  279  &.  651 

Stats  Implemented  ORS  279  348  to  279  380 

Procedure  for  Special  Wage  Determination 

839-16-007  ( I )  Purpose:  In  planning  a  public  works  project,  public  contracting  agencies  periodically  require  the 
use  of  a  irade  not  normally  included  in  wage  determinations.  Special  Wage  Determinations  allow  the  commissioner 
to  recognize  a  trade  and  establish  a  rate  for  it  This  procedure  also  allows  the  commissioner  to  respond  in  a  timely 
fashion  to  the  needs  of  the  contracting  agency  Special  Wage  Determinations  are  not  available  when  the  wage 
determination  is  applicable 

(2)  Procedure: 

(a)  Any  public  contracting  agency  may  request  a  special  Wage  Determination.  The  request  must  contain,  a 
written  description  of  the  work  to  be  performed  and  an  identification  of  the  requested  trade(s).  It  must  be  sent  to 
PWR  Coordinator,  Prevailing  Wage  Rate  Unit.  Wage  and  Hour  Division.  Bureau  of  Labor  and  Industries.  800  N  E 
Oregon  Street  »32.  Portland.  OR  97232; 

(b)  Within  two  weeks  the  PWR  Coordinator  will  recommend  to  the  commissioner  whether  or  not  a  special 
Wage  Determination  should  be  established; 

(c)  If  a  special  Wage  Determination  is  to  be  allowed,  the  PWR  Coordinator  will  provide  the  requesting  agencv 
with  the  instruments,  procedures,  and  minimum  requirements  for  conducting  a  wage  survey; 

(d)  The  requesting  agency  wi!l  conduct  the  wage  survey  in  accordance  with  Bureau  procedures  and  submit  the 
results  to  the  PWR  Coordinator: 
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(e)  The  PWR  Coordinator  will  review  the  data  for  methodological  compliance  and  accuracy  and  submit  it  to  the 
commissioner  with  a  recommendation: 

(f)  The  commissioner  will  approve  or  disapprove  the  special  wage  determination  request  after  considering  the 
PWR  Coordinator's  recom-mendation: 

(g)  The  contracting  agency  will  be  notified,  in  writing,  of  the  commissioner  s  final  decision: 

(h)  If  the  special  wage  determination  is  approved,  it  is  valid  only  for  the  locality  specified  in  the  special  wage 
determination  and  only  until  the  first  day  of  July  following  the  date  of  approval  unless  amended  prior  to  that  date: 

(i)  A  copy  of  the  approved  special  wage  determination  will  be  kept  on  file  by  the  PWR  Coordinator  and  the 
Wage  and  Hour  Division. 

Stat.  Auth.:  ORS  Ch.  279  &  65 1 

Stats.  Implemented:  ORS  279.348  to  279.380 

List  of  Planned  Public  Improvements 

839-16-008  (I)  As  used  in  this  rule  the  term  "'Public  improvement''  has  the  same  meaning  as  it  does  in  ORS 
279.011(7). 

(2)  Each  public  agency  shall  prepare  and  file  with  the  commissioner  a  list  of  every  public  improvement  known 
to  the  agency  that  the  agency  plans  to  fund  during  the  subsequent  budgei  period.  The  list  must  be  filed  with  the 
commissioner  not  less  than  30  days  prior  to  the  adoption  of  the  agency's  budget  In  the  case  that  the  agency  revises 
its  list  after  the  adoption  of  its'  budget,  the  agency  shall  file  the  revised  list  with  the  commissioner  at  that  time  The 
list  shall  be  filed  with:  Prevailing  Wage  Rate  Unit.  Wage  and  Hour  Division.  Bureau  of  Labor  and  Industries.  800 
N.E.  Oregon  Street  #32.  Portland.  OR  97232. 

(3)  Copies  of  the  lists  of  planned  public  improvements  filed  with  the  commissioner  by  public  agencies  as 
required  by  ORS  279  023(2)  are  available  to  the  public  upon  request  as  follows: 

(a)  The  request  shall  be  in  writing, 

(b)  The  request  shall  be  made  to  Prevailing  Wage  Rate  Unit.  Wage  and  Hour  Division.  Bureau  of  Labor  and 
Industries.  800  N.E.  Oregon  Street  =32.  Portland,  OR  97232,  * 

(c)  The  request  shall  contain  the  following  information: 

(A)  The  name  of  the  public  agency; 

(B)  The  name  of  any  division,  section  or  department  of  the  public  agency,  if  applicable; 

(C)  The  approximate  date  of  the  budget  period  for  which  the  list  was  filed 

(4)  The  cost  of  supplying  copies  requested  in  section(3)  of  this  rule  shall  be  calculated  in  accordance  with  OAR 
839-30-010.  which  sets  forth  the  fees  io  be  charged  by  the  Bureau  when  responding  to  requests  for  copies  of  public 
records 

(5)  As  an  aid  to  public  contracting  agencies  to  assist  them  in  complying  with  the  provisions  of  ORS  279.023  and 
these  rules,  the  commissioner  has  prepared  two  forms  which  are  attached  to  these  rules  as  Appendix  I  and  2.  The 
use  of  these  forms  by  the  public  contracting  agency  is  optional  However,  the  statutory  requirements  of  ORS 
279  023(2)  are  satisfied  wnen  they  are  completed  and  mailed  to  the  Wage  and  Hour  Division  The  forms  should  be 
completed  as  follows: 

(a)  The  Planned  Public  lmpro\ement  Summary  form  (Appendix  I)  should  be  used  to  summarize  all  planned 
projects  in  the  subsequent  fiscal  year,  noting  the  project  information  requested  on  the  form; 

(b)  Because  ORS  279  023  requires  public  contracting  agencies  to  show  that  they  are  conforming  to  state  policy 
when  they  plan  to  use  their  own  personnel  and  equipment  on  projects  estimated  to  exceed  S50.000,  the  Capital 
Improvement  Project  Cost  Compariinn_£stimate  form  (Appendix  2)  should  be  completed  for  projects  exceeding 
$50,000  on  which  the  agency  will  use  its  own  personnel  and  equipment  In  developing  cost  comparisons,  unit  costs 
which  can  be  substantiated  by  the  agency's  cost  accounting  system  should  be  used.  Contractor  unit  prices  that  reflect 
bidding  data  should  also  be  used. 

Stat.  Auth  :  ORS  Ch.  279  &  651 

Stats.  Implemented:  ORS  279  348  to  :?9  380 

Forms  Prescribed  by 
the  Labor  Commissioner 
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Payroll  and  Certified  Statement 

839-16-010  ( I )  The  form  required  by  ORS  279  354  shall  be  known  as  the  Payroll  and  Certified  Statement.  Form 
WH-38.  The  Form  WH-38  shall  accurately  and  completely  set  out  the  contractors  or  subcontractor's  payroll  for  the 
work  week  immediately  preceding  the  submission  of  the  form  to  the  public  contracting  agencyby  the  contractor  or 
subcontractor. 

(2)  A  contractor  or  subcontractor  must  complete  and  submit  the  certified  statement  contained  on  Form  WH-3S 
The  contractor  or  subcontractor  may  submit  the  weekly  payroll  on  the  Form  WH-38  or  may  use  a  similar  form 
providing  such  form  contains  all  the  elements  of  Form  WH-38. 

(3)  When  submitting  the  weekly  payroll  on  a  form  other  than  Form  WH-38.  the  contractor  or  subcontractor  shall 
attach  the  certified  statement  contained  on  Form  WH-38  to  the  payroll  forms  submitted. 

(4)  Each  Payroll  and  Certified  Statement  form  shall  be  delivered  or  mailed  by  the  contractor  or  subcontractor  to 
the  public  contracting  agency.  Payroll  and  certified  statement  forms  shall  be  submitted  as  follows: 

(a)  For  any  public  works  project  of  90  days  or  less  from  the  date  of  award  of  the  contract  to  the  date  ot 
completion  of  work  under  the  contract,  the  form  shall  be  submitted  once  within  15  day  of  the  date  the  work  first 
began  on  the  project  and  once  before  the  agency  makes  its  final  inspection  of  the  project; 

(b)  For  any  public  works  project  exceeding  90  days  from  the  date  of  award  of  the  contract  to  the  date  ol 
completion  of  work  under  the  contract,  the  form  shall  be  submitted  within  15  days  of  the  date  work  first  began  on  the 
project,  at  90-day  intervals  thereafter,  and  before  the  agency  makes  its  final  inspection  of  the  project. 

(5)  Subcontractors  beginning  work  on  a  project  later  than  15  days  after  the  start  of  work  on  the  project  or 
finishing  work  90  days  prior  to  the  final  inspection  of  the  work  by  the  agency  shall  submit  the  payroll  and  certified 
statement  as  follows: 

(a)  For  any  public  works  project  of  90  days  or  less  from  the  date  of  award  of  the  contract  to  the  date  of 
completion  of  work  under  the  contract,  the  form  shall  be  submitted  once  within  15  days  of  the  date  the  subcontractor 
first  began  work  on  the  project  and  once  before  the  contractor  makes  its  final  inspection  of  the  work  performed  by 
the  subcontractor, 

(b)  For  any  public  works  project  exceeding  90  days  from  the  date  of  award  of  the  contract  to  the  date  of 
completion  of  work  under  the  contract,  the  form  shall  be  submined  within  1 5  days  of  the  date  the  subcontractor  first 
began  work  on  the  project,  at  90-day  intervals  thereafter,  and  before  the  contractor  makes  its  final  inspection  of  the 
work  performed  by  the  subcontractor 

(6)  When  work  on  a  project  starts  and  finishes  in  15  days  or  less,  the  contractor  or  subcontractor  which 
performed  the  work  shall  submit  a  payroll  and  certified  statement  form  which  accurately  and  completely  sets  out  the 
payroll  for  all  the  work  performed  on  the  project. 

(7)  The  Payroll  and  Certified  Statement.  Form  WH-38.  can  be  obtained  from  Prevailing  Wage  Rate  Unit.  Wage 
and  Hour  Division.  Bureau  of  Labor  and  Industries.  800  N  E.  Oregon  Street.  *32.  Portland.  OR  97232. 

(8)  The  Payroll  and  Certified  Statement  forms  received  by  the  public  contracting  agency  are  public  records 
subject  to  the  provisions  of  ORS  192  410  to  192.505-  As  such,  they  must  be  made  available  upon  request. 

Stat.  Auth .:  ORS  Ch.  279  &  651.060 

Stats  Implemented:  ORS  279  348  to  279.380 

Notice  of  Award  Form 

839-16-013  (I)  The  notification  form  required  by  ORS  279.363  shall  be  known  as  the  Notice  of  Award  of 
Public  Works  Contract  form  (Form  WH-81).  The  commissioner  has  prepared  a  Notice  of  Award  of  Public  Works 
Contract  Form 

(2)  The  Notice  of  Award  of  Public  Works  Contract.  Form  WH-81.  can  be  obtained  from:  Prevailing  Wage  Rate 
Unit.  Wage  and  Hour  Division.  Bureau  of  Labor  and  Industries.  800  N  E.  Oregon  Street  #32.  Portland,  OR  97232. 

(3)  The  Notice  of  Award  of  Public  Works  Contract.  Form  WH-81.  shall  be  filed  by  the  Public  Contracting 
Agency  which  awarded  the  contract  with  the  Wage  and  Hour  Division,  at  the  address  indicated  in  section  (2)  of  this 
rule,  within  30  days  of  the  date  the  contract  was  awarded. 

(4)  Public  contracting  agencies  are  not  required  to  file  a  Notice  of  Award  of  Public  Works  Contract  form  when 
the  contract  awarded  is  not  regulates  under  the  provisions  of  ORS  279  348  to  279  363. 

Stat  Auth.:  ORS  Ch.  279  &  65 1 

Stats  Implemented:  ORS  279  348  to  :79  380 
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Contract  Requirements 

Required  Conditions  Relating  to  Prevailing  Wages  on  Public  Works  Contracts  and  in  Contract  Specifications 
839-16-020(1)  Even-  public  works  contract  shall  contain  the  following: 

(a)  A  condition  or  clause  that,  if  the  contractor  fails,  neglects,  or  refuses  10  make  prompt  payment  of  any  claim 
for  labor  or  services  furnished  10  the  contractor  or  a  subcontractor  by  any  person,  or  the  assignee  of  the  person,  in 
connection  with  the  public  works  contract  as  such  claim  becomes  due,  the  proper  officer  or  officers  of  the  pubiic 
contracting  agency  may  pay  such  claim  and  charge  (he  amount  of  the  payment  against  funds  due  or  to  become  due 
the  contractor  by  reason  of  the  contract.  (Reference:  ORS  279.3  14); 

(b)  A  condition  that  no  person  shall  be  employed  for  more  than  eight  (8)  hours  in  any  one  day,  or  40  hours  in 
any  one  week  except  in  cases  of  necessity,  emergency,  or  where  the  public  policy  absolutely  requires  it.  and  in  such 
cases  the  person  so  employed  shall  be  paid  at  least  time  and  a  half  the  person's  regular  rate  of  pay  for  all  time 
worked  in  excess  of  eight  hours  a  day  and  time  worked  on  Saturday  and  on  any  legal  holiday  specified  in  ORS 
279.334  (Reference:  ORS  279  316); 

(c)  A  condition  ihat  the  contractor  shall  promptly,  as  due.  make  payment  to  any  person,  co-partnership, 
association  or  corporation,  furnishing  medical,  surgical  and  hospital  care  or  other  needed  care  and  attention,  incident 
to  sickness  or  injury,  10  employees  of  such  contractor,  of  all  sums  which  the  contractor  agrees  to  pay  for  such 
services  and  all  moneys  and  sums  which  the  contractor  collected  or  deducted  from  the  wages  of  the  contractor  s 
emplovees  pursuant  to  any  law.  contract  or  agreement  for  the  purpose  of  providing  or  paying  for  such  service. 
(Reference:  ORS  279  320). 

(d)  A  provision  that  each  worker  in  each  trade  or  occupation  employed  in  the  performance  of  the  contract  either 
by  the  contractor,  subcontractor  or  other  person  doing  or  contracting  to  do  or  contracting  for  the  whole  or  any  pan  of 
the  work  on  the  contract,  shall  be  paid  not  less  than  the  applicable  prevailing  rate  of  wage.  Thisprovision  shall  be 
included  in  all  contracts  regardless  of  the  price  of  any  individual  contract,  as  long  as  the  combined  price  of  all 
contracts  awarded  on  the  project  is  S25.000  or  more.  (Reference:  ORS  279.352). 

(e)  A  provision  that  the  contractor  shall  pay  to  the  commissioner  a  fee  equal  to  one  tenth  of  one  percent  (.001)  of 
the  contract  price  but  no  less  than  SI 00  nor  more  than  $5,000  regardless  of  the  contract  price;  that  the  fee  shall  be 
paid  no  later  than  10  days  after  receipt  of  the  first  progress  payment  or  60  days  after  work  on  the  contract  has  begun, 
whichever  comes  first;  that  final  adjustments  to  the  fee  shall  be  made  within  30  day*  of  the  final  progress  payment 
after  completion  of  the  contract:  that  the  fee  shall  be  delivered  to  the  commissioner  at  the  following  address: 
Prevailing  Wage  Rate  Unit.  Wage  and  Hour  Division.  Bureau  of  Labor  and  Industries.  800  N.E.  Oregon  Street  #32, 
Portland.  OR  97232  (Reference:  ORS  279.352) 

(2)  The  specifications  of  even,  public  works  contract  shall  contain  the  following: 

(a)  A  provision  stating  the  existing  prevailing  rate  of  wage  in  effect  at  the  time  the  specifications  are  first 
advertised  for  bid  solicitations  This  provision  shall  be  included  in  all  contract  specifications,  regardless  of  the  price 
of  any  individual  contract,  so  lone  as  the  combined  price  of  all  contracts  awarded  on  the  project  is  $25,000  or  more. 
(Reference:  ORS  279  352.)  A  statement  incorporating  the  existing  prevailing  wage  rate  into  the  specifications  by 
reference  will  not  satisfy  this  requirement. 

(b)  A  provision  staling  thai  the  contractor  shall  pay  to  the  commissioner  a  fee  equal  to  one  tenth  of  one  percent 
(001)  of  the  contract  price  but  no  less  than  $100  nor  more  than  $5,000  regardless  of  the  contract  price,  that  the  fee 
shall  be  paid  no  later  than  10  davs  after  receipt  of  the  first  progress  payment  or  60  days  after  work  on  the  contract 
has  begun,  whichever  comes  first:  that  final  adjustments  to  the  fee  shall  be  made  within  30  days  of  the  final  progress 
payment  after  completion  of  the  contract:  that  the  fee  shall  be  delivered  to  the  commissioner  at  the  following 
address  Prevailing  Wage  Rate  Unit.  Wage  and  Hour  Division.  Bureau  of  Labor  and  Industries,  800  N.E.  Oregon 
Street  s32.  Portland.  OR  97232  (Reference:  ORS  279.352) 

(3)  Public  contracting  agencies  may  obtain,  without  cost,  a  copy  of  the  existing  prevailing  rate  of  wages  for  use 
in  preparing  the  contract  specifications  by  contacting  any  office  of  the  Bureau  or  by  writing  to  the  Prevailing  Wage 
Rate  Unit.  Wage  and  Hour  Division.  Bureau  of  Labor  and  Industries.  800  NE  Oregon  St.  #32,  Portland,  OR  97232. 

Stat.  Auth:  ORS  Ch  2"9<t  651 

Stats.  Implemented:  ORS  279  348  to  279  380 
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Required  Records 

839-16-025  (I)  All  contractors  and  subcontractors  performing  work  on  public  works  contracts  shall  make  inc 
maintain  for  a  period  of  three  (3>  years  from  the  completion  of  work  upon  such  public  works  records  necessary  to 
determine  whether  the  prevailing  rate  of  wage  and  overtime  has  been  or  is  being  paid  to  workers  upon  public  works 

(2)  In  addition  to  the  Payroll  and  Certified  Statement.  Form  WH-38.  records  necessary  to  determine  whether  the 
prevailing  wage  rate  and  overtime  wages  have  been  or  are  being  paid  include  but  are  not  limited  to  records  of: 

(a)  The  name  and  address  of  each  employee; 

(b)  The  work  classification  or  classifications  of  each  employee; 

(c)  The  rate  or  rates  of  monetary  wages  and  fringe  benefits  paid  to  each  employee; 

(d)  The  rate  or  rates  of  fringe  benefit  payments  made  in  lieu  of  those  required  to  be  provided  to  each  employee; 

(e)  Total  daily  and  weekly  compensation  paid  to  each  employee; 

(f)  The  daily  and  weekly  hours  worked  by  each  employee; 

(g)  Apprenticeship  and  Training  Agreements: 

(h)  Any  deductions,  rebates  or  refunds  taken  from  each  employee's  total  compensation  and  actual  wages  paid, 
(i)  Any  payroll  and  other  such  records  pertaining  to  the  employment  of  employees  upon  a  public  work. 

(3)  When  apprentices  and/or  trainees  are  employed  on  a  public  works  project,  the  records  must  clearly 
distinguish  them  from  other  employees. 

(4)  When  a  contractor  or  subcontractor  employs  a  worker  on  public  works  projects  and  non  public  works 
projects  during  the  same  work  week  and  the  worker  is  paid  a  rate  of  pay  which  is  less  than  the  prevailing  wage  rate 
when  working  on  a  non  public  works  project,  the  contractor  or  subcontractor  must  separately  record  the  hours 
worked  on  the  public  works  projects  and  those  hours  worked  elsewhere. 

(5)  Contractors  shall  maintain  records  documenting  that  the  appropriate  fee  was  paid.  Such  records  shall  be 
maintained  for  a  period  of  two  years  and  shall  include  but  are  not  limited  to: 

(a)  Contract  documents  showing  the  contract  price; 

(b)  Change  orders  or  other  adjustments  to  the  final  contract  price; 

(c)  Receipts  showing  amounts  paid. 

* 

Stat.  Auth. :  ORS  Ch.  279  &  65 1 

Stats  Implemented:  ORS  279  348  to  279.380  t 

Records  Availability 

839-16-030  (1)  Every  contractor  and  subcontractor  performing  work  on  a  public  works  contract  shall  make 
available  to  representatives  of  the  Wage  and  Hour  Division  records  necessary  to  determine  if  the  prevailing  wage 
rate  has  been  or  is  being  paid  to  wonders  upon  such  public  work  and  records  showing  contract  prices  and  sums  paid 
as  fees  to  the  bureau.  Such  recorcs  shall  be  made  available  to  representatives  of  the  Wage  and  Hour  Division  for 
inspection  and  transcription  during  normal  business  hours. 

(2)  The  contractor  or  subcontract  shall  make  the  records  referred  to  in  section  ( I )  of  this  rule  available  within 
24  hours  of  a  request  from  a  representative  of  the  Wage  and  Hour  Division  or  at  such  later  date  as  may  be  specified 
by  the  division. 

(3)  When  a  prevailing  wage  rate  claim  or  complaint  has  been  filed  with  the  Wage  and  Hour  Division  or  when 
the  division  has  otherwise  received  e*  idence  indicating  that  a  violation  has  occurred  and  upon  a  written  request  by  a 
representative  of  the  Division  a  public  works  contractor  or  subcontractor  shall  send  a  certified  copy  of  such 
contractor's  or  subcontractor's  payroll  records  to  the  Division  within  ten  days  of  receiving  such  request.  The 
Division's  written  request  for  such  certified  copies  will  indicate  that  a  prevailing  wage  rate  claim  has  been  filed  or 
that  the  division  has  received  evidence  indicating  that  a  violation  has  occurred. 

Stat  Auth  :  ORS  Ch.  279  &  651 

Stats  Implemented:  ORS  279.348  :c  279  380 

Posting 

Posting  Requirements 
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839-16-033  (I)  Contractors  shall  post  the  prevailing  wage  rates  applicable  to  the  project  in  a  conspicuous  place 
at  the  site  of  work.  The  posting  shall  be  easily  accessible  to  emplosees  working  on  the  project. 

(2)  Contractors  may  obtain  a  copy  of  the  applicable  prevailing  wage  rates,  without  cost.  from:Prevailing  Wage 
Rate  Unit.  Wage  and  Hour  Division.  Bureau  of  Labor  and  Industries.  S00  N  E  Oregon  Street  s32.  Portland.  OR 
97232. 

(3)  When  a  contractor  or  subcontractor  provides  for  or  contributes  to  a  health  and  welfare  plan  or  pension  plan 
for  employees  who  are  working  on  a  public  works  project,  the  contractor  or  subcontractor  shall  post  a  notice 
containing  the  following  information 

(a)  A  description  of  the  plan  or  plans: 

(b)  Information  on  how  and  where  claims  can  be  made,  and 

(c)  Where  to  obtain  more  information. 

(4)  The  notice  required  to  be  posted  in  section  (3)  of  this  rule  shall  be  posted  in  a  conspicuous  place  at  the  site 
of  work  and  shall  be  easily  accessible  to  employees  working  on  the  project.  The  nonce  shall  be  posted  in  the  same 
location  as  the  prevailing  wage  rate  pursuant  to  section  ( I )  of  this  rule. 

Stat.  Auth:ORSCh.  279  &  651 

Stats.  Implemented:  ORS  279.348  to  279  380 

Youth  Apprentices 

839-16-045  Youth  apprentices,  as  defined  in  ORS  344  745.  shall  not  be  employed  on  public  works  construction 
projects  (Reference:  ORS  344.750(5)) 

Stat.  Auth.:  ORS  Ch.  279  &  65 1 

Stats  Implemented:  ORS  279.348  to  279  380 

Contract  Ineligibility 

839-16-085   (1)  Under  the  following  circumstances,  the  commissioner,  in  accordance  with  iheAdministrative 
Procedures  Act.  may  determine  that  for  a  period  not  to  exceed  three  >ears.  a  contractor,  subcontractor  or  any  firm, 
limited  liability  company,  corporation,  partnership  or  association  in  which  the  contractor  or  subcontractor  has  a 
financial  interest  is  ineligible  to  receive  any  contract  or  subcontract  for  a  public  work: 

(a)  The  contractor  or  subcontractor  has  intentionally  failed  or  refused  to  pay  the  prevailing  rate  of  wage  to 
workers  employed  on  public  works  as  required  by  ORS  279  350. 

(b)  The  subcontractor  has  failed  to  pay  us  employees  the  prevailing  rate  of  wage  required  by  ORS  279  350  and 
the  contractor  has  paid  the  employees  on  the  subcontractor's  fcshalf: 

(c)  The  contractor  or  subcontractor  has  intentionally  failed  or  refused  to  post  the  prevailing  wage  rates  as 
required  by  ORS  279  350(4)  and  these  rules 

(2)  When  the  contractor  or  subcontractor  is  a  corporation,  the  provisions  of  section  ( 1)  of  this  rule  shall  apply  to 
any  corporate  officer  or  corporate  agent  who  is  responsible  for  the  failure  or  refusal  to  pay  or  post  the  prevailing 
wage  rates. 

(3)  As  used  in  section  (2)  of  this  rule,  any  corporate  officer  or  corporate  agent  responsible  for  the  failure  to  pay 
or  post  the  prevailing  wage  rates  or  for  the  failure  to  pay  to  a  subcontractor's  employees  amounts  required  by  ORS 
279  350  that  are  paid  by  the  contractor  on  the  subcontractor's  behalf  includes,  but  is  not  limited  to  the  following 
individuals  when  the  individuals  knew  or  should  have  known  the  amount  of  the  applicable  prevailing  wages  or  that 
such  wages  must  be  posted: 

(a)  The  corporate  president; 

(b)  The  corporate  vice  president: 

(c)  The  corporate  secretary, 

(d)  The  corporate  treasurer; 

(e)  Any  other  person  acting  as  an  agent  of  a  corporate  officer  or  the  corporation 

(4)  The  Wage  and  Hour  Division  shall  maintain  a  written  list  of  the  names  of  those  contractors,  subcontractors 
and  other  persons  who  are  ineligible  to  receive  public  works  contracts  and  subcontracts.  The  list  shall  contain  the 
name  of  contractors,  subcontractors  and  other  persons,  and  the  name  of  any  firms,  corporations,  partnerships  or 
associations  in  which  the  contractor,  subcontractor  or  other  persons  have  a  financial  interest.  Except  as  provided  in 
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OAR  839-16-095.  such  names  will  remain  on  the  list  for  a  period  of  three  (3)  years  from  the  date  such  names  were 
first  published  on  the  list. 

(5)  Before  placine  a  name  on  the  ineligible  lis;  referred  to  in  section  (3)  of  this  rule,  the  commissioner  shail 
serve  a  notice  of  intended  action  upon  the  contractor  or  subcontractor  in  the  same  manner  as  service  of  summons  or 
bv  certified  mail,  return  receipt  requested. 

(6)  The  Notice  shall  include 

(a)  A  reference  to  ORS  279  350. 

(b)  A  short  and  concise  statement  of  the  matters  which  constitute  intentional failure  or  refusal  to  pay  or  post  the 
prevailing  rate  of  wage. 

(c)  A  statement  of  the  parrs  s  right  to  request  a  contested  case  hearing  and  to  be  represented  by  counsel  at  such 
hearing,  provided  that  any  such  request  must  be  received  by  the  commissioner  in  writing  within  20  days  of  service 
of  the  notice: 

(d)  A  statement  that  the  parry's  name  will  be  published  on  a  list  of  persons  ineligible  to  receive  public  works 
contracts  or  subcontracts,  unless  the  parry  requests  a  contested  case  hearing  as  provided  in  subsection  (4)(c)  of  this 
rule: 

(e)  A  statement  that  failure  to  make  written  request  to  the  commissioner  for  a  contested  case  hearing  within  the 
time  specified  shall  constitute  a  waiver  of  the  right  thereto:  and 

(f)  A  statement  that  if  a  hearing  is  requested,  the  contractor  or  subcontractor  will  be  given  information  on 
procedures  and  rights  as  required  b>  ORS  183  413(2). 

(7)  Upon  the  failure  of  the  contractor  or  subcontractor  to  request  a  contested  case  hearing  within  the  time 
specified,  the  commissioner  or  the  commissioner's  designee  shall  enter  an  order  supporting  the  Bureau  s  action 

(8)  If  a  contractor  or  subcontractor  makes  a  timely  request  for  a  contested  case  hearing  a  hearing  shall  be  held  in 
accordance  with  the  Attorney  General's  Model  Rules  of  Procedure  Under  the  Administrative  Procedure  Act  by  the 
commissioner  or  the  commissioner's  designee. 

Stat  Auth    ORS  Ch  279  &  651 

Stats   Implemented  ORS  279  348  to  279  380  -        i 

Exemptions 
Exemptions 

839-16-100  (I)  All  public  works  contracts,  regardless  of  funding  sources,  awarded  by  a  public  agency  are 
regulated  under  ORS  279  348  to  2"9  380  except  as  follows: 

(a)  Projects  for  which  the  total  sum  of  the  contract  price  does  not  exceed  $25,000: 

(b)  Projects  which  are  recuiatea  under  the  Davis-Bacon  Act  (40  U.S.C.  276a). 

(c)  Contracts  of  a  People  s  I'tilitv  District  which  are  regulated  under  ORS  261  345. 

(2)  As  used  in  subsection  i  I  )iai  of  this  rule,  the  contract  price  has  the  same  meaning  as  that  defined  in  OAR 
839-016-200(5)0) 

(3)  As  used  in  subsection  i  Mibl  of  this  rule,  projects  regulated  under  the  Davis-Bacon  Act  do  not  include 
proiects  subject  to  that  Act  but  for  any  reason  are  not  regulated  under  it    (For  example,  contracts  subject  to  the 
Davis-Bacon  Act  and  from  which  the  prevailing  wage  rates,  as  determined  by  the  U.S.  Secretary  of  Labor,  have  been 
ommea  are  not  regulated  under  that  Act  ) 

(4)  The  provisions  of  ORS  "9  350  and  these  rules  that  regulate  payment  of  the  prevailing  rate  of  wage  do  not 
appK  to  inmates  of  the  Oregon  Department  of  Corrections  assigned  to  a  work  release  program  or  otherwise  working 
in  gainful  private  employment  pursuant  to  ORS  144  480.  relating  to  prison  inmate  labor 

Stat  Auth    ORSCh  279  4  65 1 

Stats   Implemented  ORS  279  348  to  279  380 

Fees  On  Public  Works  Contracts 

Fees  to  be  Paid  bv  Contractor 

839-16-200  ( I)  Every  contrac:—  awarded  a  contract  for  a  public  work  which  is  regulated  under  the  Prevailing 
Wage  Rate  Law  ORS  279  348  to  279  380  shall  pay  a  fee 
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(2)  The  amouni  of  the  fee  shall  be  one  tenth  of  one  percent  (  001 )  of  the  contract  price  However,  the  fee  shall 
be  no  less  than  SI  00  nor  more  than  S5.000  regardless  of  the  contract  price 

(3)  The  fee  is  payable  to  the  Bureau  of  Labor  and  Industries  and  shall  be  mailed  or  delivered  to  the  bureau  at 
the  following  address:  Prevailing  Wage  Rate  Unit.  Wage  and  Hour  Division.  Bureau  of  Labor  and  Industries.  800 
N.E.  Oregon  Street  #32.  Portland.  OR  97232. 

(4)  The  fee  shall  be  paid  no  later  than  10  days  following  receipt  by  the  contractor  of  the  first  progress  payment 
on  the  contract  or  60  days  after  work  on  the  project  has  begun,  whichever  date  is  earlier. 

(5)  In  order  to  assist  contractors  in  the  proper  calculation  of  the  fee.  the  bureau  has  prepared  a  form  lor  this 
purpose  The  form  is  available,  on  request,  from  the  Prevailing  Wage  Rate  Unit  at  the  address  contained  in  section 
(3)  of  this  rule. 

(6)  As  used  in  this  rule: 

(a)  "Contract  price"  means  the  dollar  amount  of  the  contract  on  the  date  it  was  awarded  to  the  contractor  and  the 
dollar  amount  of  any  subsequent  change  orders  or  other  adjustments 

(b)  "Work  on  the  project"  shall  mean  work  performed  after  the  date  the  contract  was  awarded  and  for  which  the 
contractor  is  paid  as  part  of  the  contract  price. 

(c)  The  "date  work  on  the  project  has  begun"  shall  be  the  date  the  contractor  actually  starts  work  on  the  project 
or.  if  the  contractor  cannot  determine  the  date  the  contractor  actually  started  working  on  the  project,  the  date  the 
contracting  agency  establishes  as  the  date  work  actually  started  on  the  project  or.  if  neither  the  contractor  nor  the 
contracting  agency  can  determine  the  date  the  contractor  actually  started  work  on  the  project,  the  date  the 
contracting  agency  authorized  the  contractor  to  begin  work  on  the  project. 

(d)  "Progress  payment"  means  a  partial  payment  to  the  contractor  by  the  contracting  agency  for  work  performea 
on  the  contract. 

Stat.  Auth.:  ORS  Ch.  279  &  65  1 

Stats.  Implemented:  ORS  279.348  to  279  380 

Adjustment  of  Fees  * 

839-16-210  (I)  Within  30  days  of  the  final  progress  payment  to  the  contractor  by  the  contracting  agency  after 
completion  of  the  contract,  the  contractor  shall  determine  the  final  contract  price.  The  contractor  shall  consider  all 
change  orders  or  other  adjustments  to  the  contract  price  in  making  the  determination 

(2)  The  contractor  shali  calculate  the  fee  in  accordance  with  OAR  839-16-200(2)  and  shall  credit  the  amount 
paid  pursuant  to  OAR  839-16-200(4)  The  difference,  if  any,  shall  be  determined  as  follows. 

(a)  In  the  case  of  a  reduction  of  more  than  S100  in  the  amount  of  the  fee.  the  contractor  may  submit  a  request  to 
the  bureau  for  a  refund  of  the  difference  and  the  bureau  shall  pay  a  refund  to  the  contractor  or  subcontractor 

(b)  In  the  case  of  an  increase  of  more  than  SI  00  in  the  amount  of  the  fee.  the  contractor  shall  pay  the  difference 
to  the  bureau 

(3)  Requests  for  refunds  and  additional  payments  shall  be  submitted  with  sufficient  documentation  to  show  hos«. 
the  amount  to  be  refunded  or  to  be  paid  was  calculated.  All  such  requests  or  payments  shall  be  made  to  the  bureau  at 
the  address  specified  in  OAR  839-16-200(3)  within  30  days  of  the  date  the  final  progress  payment  was  made  to  the 
contractor  by  the  contracting  agency  after  completion  of  the  contract 

(4)  In  order  to  assist  contractors  in  the  proper  calculation  of  the  fee,  the  bureau  has  prepared  a  form  for  this 
purpose  The  form  is  available,  on  request,  from  the  Prevailing  Wage  Unit  at  the  address  specified  in  OAR 
839-16-200(3). 

Stat  Auth  :  ORS  Ch.  279  &  651 

Stats.  Implemented:  ORS  279  348  to  279  380 

Fees  for  Contract  Without  Specific  Award  Amounts 

839-16-220  ( I )  When  the  project  for  a  public  work  is  anticipated  to  equal  or  exceed  $25,000  but  the  contract  is 
awarded  without  stating  any  specific  amount,  the  contract  price  for  purposes  of  calculating  the  fee  shall  be  based  on 
the  amount  the  public  agency  anticipates  to  be  the  guaranteed  maximum  amount  of  the  project 

(2)  When  the  contract  is  awarded  without  stating  any  specific  amount,  the  fee  shall  be  calculated  on  the 
guaranteed  maximum  amount  referred  to  in  section  (1)  of  this  rule  and  the  fee  is  payable  pursuant  to  OAR 
839-16-200 
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(3)  When  the  contract  is  completed,  adjustments  in  the  fees  shall  be  calculated  and  paid  or  a  refund  may  be 
requested  as  provided  in  OAR  839-16-210. 

(4)  When  the  agency  has  not  determined  the  guaranteed  maximum  amount,  the  agency  shall  provide  to  the 
contractor  with  a  good  faith  estimate  of  the  contract  price.  The  fee  shall  be  calculated  on  this  estimated  amount 

Stat.  Auth..  ORS  Ch.  279  &  651 

Slats.  Implemented:  ORS  279  348  to  279  380 

Special  Circumstances/No  General  Contractor 

839-16-230  (1)  While  the  general  contractor  is  normally  the  party  that  will  pay  the  required  fee.  there  are 
circumstances  when  this  may  not  be  the  case.  When  the  public  contracting  agency  chooses  to  act  as  its  own  general 
contractor  or  when  the  agency  contracts  with  another  to  act  as  the  construction  manager  of  a  public  works  project, 
several  panics  may  be  responsible  for  paying  a  fee. 

(2)  The  required  fee  must  be  paid  by  the  contractor  who  is  awarded  the  public  works  contract  (See  ORS 
279  375)  Therefore,  when  a  contracting  agency  acts  as  its  own  general  contractor  and  enters  into  one  or  several 
contracts  in  connection  with  a  public  works  project  of  $25,000  or  more,  each  contractor  shall  be  required  to  pay  the 
fee  in  connection  with  the  contract  awarded  to  the  contractor.  The  fee  is  required  on  all  contracts,  regardless  of  the 
contract  price  of  any  individual  contract,  so  long  as  the  combined  price  of  all  contracts  awarded  on  the  project  is 
S25.000  or  more. 

(3)  Section  (2)  of  this  rule  is  also  applicable  to  the  circumstance  where  the  contracting  agency  contracts  with  a 
contractor  to  act  as  the  general  manager  of  a  public  works  project  The  contract  for  general  manager  services  is  a 
public  works  contract  for  purposes  of  these  rules  and  a  fee  is  required  just  as  any  other  public  works  contract,  since 
the  contract  would  not  have  been  entered  into  but  for  the  public  works  project. 

(4)  When  a  contracting  agency  enters  into  an  agreement  for  construction  management  services  or  chooses  to 
act  as  its  own  general  contractor  or  construction  manager,  the  contract  price  for  purposes  of  determining  whether  the 
project  is  regulated  under  the  law  shall  be  the  sum  of  all  contracts  associated  with  the  project  or.  if  the  actual  sums 
are  not  known  at  the  time  work  begins,  the  contract  price  shall  be  the  guaranteed  maximum  amouftl  for  the  project 
or  the  ageno's  good  faith  estimate  of  the  contract  price  of  the  project  if  there  is  no  guaranteed  maximum  amount. 
Under  these  circumstances,  when  the  guaranteed  maximum  amount  of  the  project  or  the  agency's  estimate  of  the 
price  of  the  project  meets  or  exceeds  S25.000.  each  contractor  that  enters  into  a  contract  with  the  agency  shall  be 
responsible  for  paying  a  fee  pursuant  to  OAR  839-16-200. 

Stat  Auth  :  ORS  Ch.  279  &  651 

Stats  Implemented:  ORS  279.348  to  279.380 

Special  Circumstances/Effective  Date 

839-16-240  (I)  Contractors  are  required  to  pay  a  fee  on  all  applicable  contracts  awarded  on  or  after  September 
9.  1995  Contracts  awarded  before  that  date  are  not  subject  to  the  fee 

(2)  When  work  on  a  public  works  project  of  $25,000  or  more  began  prior  to  the  effective  date  and  contracts  are 
awarded  in  connection  with  the  protect  after  the  effective  date,  only  those  contracts  awarded  after  the  effective  date 
are  subject  to  the  required  fee. 

Stat.  Auth:  ORS  Ch.  279  &  65 1 

Stats  Implemented:  ORS  279  348  to  279  380 

Actions  That  Circumvent  Payment  Of  Prevailing  Wages  Prohibited 

Generally 

839-16-300  No  person  shall  lake  any  action  which  circumvents  the  payment  of  the  prevailing  wage  rate  to 
workers  on  public  works  projects 

Stat.  Auth.:  ORS  Ch.  279  &  65 1 

Stats  Implemented:  ORS  279.348  10  279.380 
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Dividing  Project!  Prohibited 

839-16-310  ( I)  Public  contracting  agencies  shall  not  divide  a  public  works  project  into  more  than  one  contract 
for  the  purpose  of  avoiding  compliance  with  ORS  279  348  to  279.380. 

(2)  When  making  a  determination  of  whether  the  public  agency  divided  a  contract  to  avoid  compliance  with 
ORS  279  348  to  279  380.  the  commissioner  shall  consider  the  facts  and  circumstances  in  any  given  situation 
including,  but  not  limited  to.  the  following  matters: 

(a)  The  physical  separation  of  project  structures: 

(b)  Whether  a  single  public  works  project  includes  several  types  of  improvements  or  structures; 

(c)  The  anticipated  outcome  of  the  particular  improvements  or  structures  the  agency  plans  to  fund: 

(d)  Whether  the  structures  or  improvements  are  similar  to  one  another  and  combine  to  form  a  single,  logical 
entity  having  an  overall  purpose  or  function; 

(e)  Whether  the  work  on  the  project  is  performed  in  one  time  period  or  in  several  phases  as  components  of  a 
larger  entity; 

(0  Whether  a  contractor  or  subcontractor  and  their  employees  are  the  same  or  substantially  the  same  throughout 
the  particular  project; 

(g)  The  manner  in  which  the  public  contracting  agency  and  the  contractors  administer  and  implement  the 
project;. 

(h)  Other  relevant  matters  as  may  arise  in  any  particular  case; 

(3)  When  the  commissioner  determines  that  a  public  contracting  agency  has  divided  a  public  works  project  for 
the  purpose  of  avoiding  compliance  with  ORS  279.348  to  279  380.  the  commissioner  shall  issue  an  order 
compelling  compliance  with  ORS  279  348  to  279.380  The  order  shall  be  written  and  shall  offer  the  public 
contracting  agency  the  opportunity  to  contest  the  order  pursuant  to  OAR  839-16-002. 

Stat.  Auth.:  ORS  Ch.  279  &  65 1 

Stats.  Implemented:  ORS  279.348  to  279  380 

Payment  of  Prevailing  Wage  b>  Persons  Other  Than  Contractors  or  Subcontractors  Prohibited 

839-16-320  ( I )  Except  as  provided  herein,  no  person,  other  than  the  contractor  or  subcontractor,  shall  pay  or 
contribute  any  portion  of  the  prevailing  rate  of  wage  specified  in  the  contract  to  workers  employed  on  the  public 
works  contract. 

(2)  Section  (1)  of  this  rule  does  not  apply  to  payments  to  workers  who  are  enrolled  in  government-subsidized 
training  or  retraining  programs 

(3)  For  purposes  of  this  rule,  a  person  pays  or  contributes  to  the  payment  of  the  prevailing  rate  of  wage  when  a 
contractor  or  subcontractor  receives  monies  pursuant  to  a  prnjraT  .  plan  oi  otiier  agreement  that  includes  a  provision 
that  contributions  by  members  of  a  labor  organization  of  a  part  of  their  wages  will  be  made  to  the  labor  organization 
for  the  purpose  of  paying  contractors  or  subcontractors  the  difference  in  the  wage  rate  negotiated  under  the 
collective  bargaining  agreement  ana  the  wage  rate  used  by  the  contractor  or  subcontractor  in  obtaining  a  contract. 
However,  a  person  does  not  pay  or  contribute  to  the  payment  of  the  prevailing  rate  of  wage  when  the  contractor  or 
subcontractor  receives  monies  pursuant  to  such  program  plan  or  agreement  if  the  collectively  bargained  wage  rate 
exceeded  the  prevailing  rate  of  wage  in  effect  at  the  time  the  contractor  or  subcontractor  made  a  bid  on  a  contract 

Stat.  Auth.:  ORS  Ch.  279  &  65 1 

Stats.  Implemented:  ORS  279.348  to  279.380 

Wage  Averaging  Prohibited 

839-16-330  ( I )  No  contractor  or  subcontractor  shall  reduce  a  worker's  regular  rate  of  pay  for  work  on  projects 
not  subject  to  the  Prevailing  Wage  Rate  Law  (ORS  279.348  to  279  380)  when  the  reduction  in  pay  has  the  effect  of 
the  worker  not  receiving  the  prevailing  rate  of  wage  for  work  performed  on  the  public  works  project. 

(2)  As  used  in  this  rule,  "regular  rate''  has  the  same  meaning  as  that  defined  in  OAR  839-20-030(2)(b). 

(3)  When  making  a  determination  of  whether  a  contractor  or  subcontractor  has  reduced  a  worker's  regular  rate 
in  violation  of  section  ( I )  of  this  ru  ;e.  the  bureau  shall  consider: 

(a)  The  timing  of  the  wage  rate  reduction; 

(b)  Whether  the  wage  rate  rec.::ion  was  made  pursuant  to  an  established  plan; 

(c)  Whether  the  wage  rate  rec.:::on  is  applied  equally  to  all  workers  in  similar  job  classifications; 
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(d)  Whether  the  wage  rate  reductions  are  applied  to  workers  employed  on  public  works  projects  but  not  to 
workers  employed  only  on  projects  not  subject  to  the  Prevailing  Wage  Rate  Law  (ORS  279  348  to  279  380); 

(e)  Other  considerations  as  the  facts  and  circumstances  of  a  particular  matter  may  reveal. 

Stat.  Auth:  ORS  Ch.  279*65 1 

Stats  Implemented:  ORS  279  348  to  279.380 

Other  Circumventions 

839-16-340  ( I )  A  contracting  agency  circumvents  the  payment  of  the  prevailing  rate  of  wage  when  it 
knowingly  or  intentionally: 

(a)  Fails  or  refuses  to  include  a  provision  stating  the  existing  prevailing  rate  of  wage  in  the  contract 
specifications  in  violation  of  ORS  279.352; 

(b)  Fails  or  refuses  to  include  a  provision  in  the  contract  that  workers  on  the  contract  shall  be  paid  no  less  than 
the  specified  minimum  hourly  rate  of  wage  in  violation  of  ORS  279.352; 

(c)  Divides  a  project  for  the  purpose  of  avoiding  compliance  with  ORS  279.348  to  279. _>80  in  violation  of  ORS 
279357(2). 

(d)  Awards  a  contract  to  a  contractor  whose  name  appears  on  the  list  of  ineligibles  maintained  pursuant  to  ORS 
279  361. 

(2)  The  "specified  minimum  hourly  rate  of  wage"  as  used  in  section  ( I  )(b)  of  this  rule  means  the  applicable 
prevailing  rate  of  wage. 

Slat.  Auth.:  ORS  Ch.  279  &  651 

Stats.  Implemented:  ORS  279  348  to  279.380 

Civil  Penalties  For  Violations  Of  Prevailing  Wage  Rates  On  Public  Works  Matters 

Definitions  ■ 

839-16-500  As  used  in  OAR  839-16-500  to  839-16-540.  a  person  acts  knowingly  when  the  person  has  actual 
knowledge  of  a  thing  to  be  done  or  omitted  or  should  have  known  the  thing  to  be  done  or  omitted.  A  person  should 
have  known  the  thing  to  oe  done  or  omitted  if  the  person  has  knowledge  of  facts  or  circumstances  that  would  place 
the  person  on  reasonabk  diligent  inquiry  A  person  acts  knowingly  if  the  person  has  the  means  to  be  informed  but 
elects  not  to  do  so.  For  purposes  of  the  rule,  the  contractor,  subcontractor  and  contracting  agency  are  presumed  to 
know  the  circumstances  of  the  puolic  works  construction  project. 

Stat  Auth.:  ORS  Ch.  279  &.  65 1 

Stats  Implemented:  ORS  279  348  to  279  380 

Violations  Separate  and  Distinct 

839-16-510  Each  violation  is  separate  and  distinct  In  the  case  of  continuing  violations,  each  day's  continuance 
is  a  separate  and  distinct  violation. 

Stat  Auth.:  ORS  Ch.  279  &  651 

Stats  Implemented:  ORS  279  348  to  279.380 

Criteria  to  Determine  Civil  Penalty 

839-16-520  ( I )  The  commissioner  shall  consider  the  following  mitigating  and  aggravating  circumstances  when 
determining  the  amount  of  any  civ  il  penalty  to  be  assessed  against  a  contractor,  subcontractor  or  contracting  agency 
and  shall  cite  those  the  commissioner  finds  to  be  applicable: 

(a)  The  actions  of  the  contractor,  subcontractor  or  contracting  agency  in  responding  to  previous  violations  of 
statutes  and  rules 

(b)  Prior  violations,  it  any,  of  statutes  and  rules. 

(c)  The  opportunity  and  degree  of  difficulty  to  comply. 

(d)  The  magnitude  ar.d  seriousness  of  the  violation 

(e)  Whether  the  contractor.  ^uSconrractor  or  contracting  agency  knew  or  should  have  known  of  the  violation 
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(2)  It  shall  be  the  responsibility  of  the  contractor,  subcontractor  or  contracting  agency  to  provide  the 
commissioner  with  evidence  of  any  mitigating  circumstances  set  out  in  subsection  (1)  of  this  rule. 

(3)  In  arriving  at  the  actual  amount  of  the  civil  penalty,  the  commissioner  shall  consider  the  amount  of  the 
underpayment  of  wages,  if  any.  in  violation  of  any  statute  or  rule. 

(4)  Notwithstanding  any  other  section  of  this  rule,  the  commissioner  shall  consider  all  mitigating  circumstances 
presented  by  the  contractor,  subcontractor  or  contracting  agency  for  the  purpose  of  reducing  the  amount  of  the  civil 
penalty  to  be  assessed. 

Stat.  Auth.:  ORS  Ch.  279  &  65 1 

Stats.  Implemented:  ORS  279  348  to  279  380 

Violations  for  which  a  Civil  Penalty  May  be  Assessed 

839- 1 6-530  ( I )  The  comm  issioner  may  assess  a  civil  penalty  for  each  violation  of  any  provision  of  the 
Prevailing  Wage  Rate  Law  (ORS  279.348  to  279  380)  and  for  each  violation  of  any  provision  of  the  administrative 
rules  adopted  under  the  Prevailing  Wage  Rate  Law. 

(2)  Civil  penalties  may  be  assessed  against  any  contractor,  subcontractor  or  contracting  agency  regulated  under 
the  Prevailing  Wage  Rate  Law  and  are  in  addition  to,  not  in  lieu  of.  any  other  penalty  prescribed  by  law 

(3)  The  commissioner  may  assess  a  civil  penalty  against  a  contractor  or  subcontractor  for  any  of  the  following 
violations: 

(a)  Failure  to  pay  the  prevailing  rate  of  wage  in  violation  of  ORS  279.350; 

(b)  Failure  to  post  the  applicable  prevailing  wage  rates  in  violation  of  ORS  279.350(4), 

(c)  Failure  to  post  the  notice  describing  the  health  and  welfare  or  pension  plans  in  violation  of  ORS  279  350(5), 

(d)  Failure  to  file  certified  statements  in  violation  of  ORS  279.354; 

(e)  Filing  inaccurate  or  incomplete  certified  statements  in  violation  of  ORS  279.354; 

(f)  Paying  the  prevailing  rate  of  wage  in  violation  of  ORS  279.350(6), 

(g)  Reducing  an  employee's  pay  in  violation  of  ORS  279.350(7); 

(h)  Taking  action  to  circumvent  ihe  payment  of  the  prevailing  wage,  other  than  subsections  (e)  and  (0  of  this 
section,  in  violation  of  ORS  279  350(7);  * 

(i)  Failure  to  submit  reports  and  returns  in  violation  of  ORS  279.359(2), 
(j)  Failure  to  certify  the  accuracy  of  reports  and  returns  in  violation  of  ORS  279.35.9(2), 
(k)  Failure  to  pay  the  fee  required  by  ORS  279.375. 

(4)  The  commissioner  may  assess  a  civil  penalty  against  a  public  contracting  agency  for  any  of  the  following 
violations: 

(a)  Failure  to  include  a  contract  provision  stating  that  workers  shall  be  paid  the  prevailing  rate  of  wage  in 
violation  of  ORS  279  352(  I ). 

(b)  Failure  to  include  a  contract  provision  stating  that  a  fee  is  to  be  paid  to  the  commissioner  in  violation  of 
ORS  279  352(2), 

(c)  Failure  to  include  in  the  contract  specifications  a  provision  stating  the  existing  prevailing  wage  rate  in 
violation  of  ORS  279.352(1); 

(d)  Failure  to  include  in  the  contract  specifications  a  provision  stating  that  a  fee  is  required  to  be  paid  to  the 
commissioner  in  violation  of  ORS  279  352(2), 

(e)  Failure  to  notify  the  commissioner  when  a  contract  is  awarded  in  violation  of  ORS  279.363. 
(0  Dividing  a  public  works  contract  in  violation  of  ORS  279  357(2). 

Stat.  Auth.:  ORS  Ch.  279  &  651 

Stats  Implemented:  ORS  279  348  to  279.380 

Schedule  of  Civil  Penalties 

839-16-540  (1)  The  civil  penalty  for  any  one  violation  shall  not  exceed  $5,000.  The  actual  amount  of  the  civil 
penalty  will  depend  on  all  the  facts  and  on  any  mitigating  and  aggravating  circumstances. 

(2)  For  purposes  of  this  rule  "repeated  violations"  means  violations  of  a  provision  of  law  or  rule  which  has 
been  violated  on  more  than  one  project  within  two  years  of  the  date  of  the  most  recent  violation. 
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(3)  Notwithstanding  any  other  section  of  this  ruk.  when  the  commissioner  determines  to  assess  a  civil  penalty 
for  a  violation  of  ORS  279.350  regarding  the  payment  of  the  prevailing  rate  of  wage,  the  minimum  civil  penalty 
shall  be  calculated  as  follows: 

(a)  An  equal  amount  of  the  unpaid  wages  or  S1.000.  whichever  is  less,  for  the  first  violation: 

(b)  Two  times  the  amount  of  the  unpaid  wages  or  S3.000.  whichever  is  less,  for  the  first  repeated  violation: 

(c)  Three  times  the  amount  of  the  unpaid  wages  or  S5.000.  whichever  is  less,  for  second  and  subsequent 
repeated  violations. 

(4)  Notwithstanding  any  other  section  of  this  rule,  when  the  commissioner  determines  to  assess  a  civil  penalty 
for  violations  of  ORS  279.375  .  OAR  839-16-200  or  839-16-220  regarding  fees  to  be  paid  by  the  contractor,  the 
minimum  civil  penalty  to  be  assessed  shall  be  calculated  as  follows: 

(a)  An  equal  amount  of  the  unpaid  fee  or  Sl.000,  whichever  is  greater,  for  the  first  violation: 

(b)  Two  limes  the  amount  of  the  unpaid  fee  or  S3.000.  whichever  is  greater,  for  the  second  violation; 

(c)  Three  times  the  amount  of  the  unpaid  fee  or  $5,000.  whichever  is  greater,  for  the  third  and  subsequent 
violations. 

(5)  The  civil  penalty  for  all  other  violations  shall  be  set  in  accordance  with  the  determinations  and 
considerations  referred  to  OAR  839-16-530. 

(6)  The  civil  penalties  set  out  in  this  rule  shall  be  in  addition  to  any  other  penalty  assessed  or  imposed  by  law  or 
rule 

Stat.  Auth.:  ORS  Ch.  279  & .651 

Stats.  Implemented.  ORS  279  348  to  279.380 

g:\whd\mles\l6final 
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PUBLIC  FACILITIES;  ECONOMIC  DEVELOPMENT 
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(Prevailing  Wage  Rate) 

279.348  Definitions  for  ORS  279.348  to 
279.380.  As  used  in  ORS  279.348  to  279380. 
unless  the  context  requires  otherwise: 

(1)  "Prevailing  rate  of  wage"  means  the 
rate  of  hourly  wage,  including  all  fringe 
benefits  under  subsection  (4)  of  this  section, 
paid  in  the  locality  to  the  majority  of  work- 
ers employed  on  projects  of  similar  character 
in  the  same  trade  or  occupation,  as  deter- 
mined by  the  Commissioner  of  the  Bureau  of 
Labor  and  Industries.  In  making  such  deter- 
minations, the  commissioner  may  take  into 
consideration  findings  of  an  appropriate  fed- 
eral agency  which  determines  prevailing 
wages  and  bargaining  agreements  in  force  in 
the  locality  for  particular  trades  or  occupa- 
tions. If  there  is  not  a  majority  in  the  same 
trade  or  occupation  paid  at  the  same  rate, 
the  average  rate  of  hourly  wage,  including 
all  fringe  benefits  under  subsection  (4)  of  this 
section,  paid  in  the  locality  to  workers  in  the 
same  trade  or  occupation  shall  be  the  pre- 
vailing rate  If  the  wage  paid  by  any  con- 
tractor or  subcontractor  to  workers  on  any 
public  work  is  based  on  some  period  of  time 
other  than  an  hour,  the  hourly  wage  shall  be 
mathematically  determined  by  the  number  of 
hours  worked  in  that  period  of  time.  If  it  ap- 
pears to  the  commissioner  data  necessary  to 
determine  the  prevailing  rate  of  wage  in  a 
locality  is  not  available  or  is  not  sufficient, 
the  Commissioner  of  the  Bureau  of  Labor 
and  Industries  may  adopt  the  prevailing  rate 
of  wage  as  determined  by  the  Secretary  of 
Labor  of  the  United  States. 

(2)  "Locality"  means  the  following  dis- 
trict in  which  the  public  work,  or  the  major 
portion  thereof,  is  to  be  performed: 

(a)  District  1,  composed  of  Clatsop, 
Columbia  and  Tillamook  Counties; 

(b)  District  2,  composed  of  Clackamas, 
Multnomah  and  Washington  Counties; 

(c)  District  3.  composed  of  Marion,  Polk 
and  Yamhill  Counties; 

(d)  District  4.  composed  of  Benton, 
Lincoln  and  Lir.n  Counties; 

(e)  District  5.  composed  of  Lane  County; 


(f)  District  6,  composed  of  Doug-., 
County; 

(g)  District  7,  composed  of  Coos  anc 
Curry  Counties; 

(h)  District  8,  composed  of  Jackson  ar.c 
Josephine  Counties; 

(i)  District  9,  composed  of  Hood  River 
Sherman  and  Wasco  Counties; 

(j)  District  10,  composed  of  Crook 
Deschutes  and  Jefferson  Counties; 

(k)  District  11,  composed  of  Klamath  ana 
Lake  Counties; 

(L)  District  12,  composed  of  Gilliam. 
Grant,  Morrow,  Umatilla  and  Wheeler  Coun- 
ties; 

(m)  District  13,  composed  of  Baker,  Un- 
ion and  Wallowa  Counties,  and 

(n)  District  14,  composed  of  Harney  and 
Malheur  Counties. 

(3)  "Public  works"  includes,  but  is  not 
limited  to,  roads,  highways,  buildings,  struc- 
tures and  improvements  of  all  types,  the 
construction,  reconstruction,  major  reno- 
vation or  painting  of  which  is  earned  on  or 
contracted  for  by  any  public  agency  to  serve 
the  public  interest  but  does  not  include  the 
reconstruction  or  renovation  of  privately 
owned  property  which  is  leased  by  a  public 
agency 

(4)  "Fringe  benefits"  means  the  amount 
of: 

(a)  The  rate  of  contribution  irrevocably 
made  by  a  contractor  or  subcontractor  to  a 
trustee  or  to  a  third  person  pursuant  to  a 
plan,  fund  or  program,  and 

(b)  The  rate  of  costs  to  the  contractor  or 
subcontractor  which  may  be  reasonably  an- 
ticipated in  providing  benefits  to  workers 
pursuant  to  an  enforceable  commitment  to 
carry  out  a  financially  responsible  plan  or 
program  which  is  committed  in  writing  to 
the  workers  affected,  for  medical  or  hospital 
care,  pensions  on  retirement  or  death,  com- 
pensation for  injuries  or  illness  resulting 
from  occupational  activity,  or  insurance  to 
provide  any  of  the  foregoing,  for  unemploy- 
ment benefits,  life  insurance,  disability  and 
sickness  insurance  or  accident  insurance,  for 
vacation  and  holiday  pay,  for  defraying  costs 
of  apprenticeship  or  other  similar  programs 
or  for  other  bona  fide  fringe  benefits,  but 
only  where  the  contractor  or  subcontractor 
is  not  required  by  other  federal,  state  or  lo- 
cal law  to  provide  any  of  such  benefits. 

(5)  "Public  agency"  means  the  State  of 
Oregon  or  any  political  subdivision  thereof 
or  any  county,  city,  district,  authority,  public 
corporation  or  entity  and  any  of  their  in- 
strumentalities organized  and  existing  under 
law  or  charter.     11959  c.627  §1.   1969  c369  §1.  sub- 
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„,.„  (4)  enacted  as  1969  c  369  53:  subsection  l5)  en- 
r*Z I  as  1969  c.369  54:  1977  c797  51;  1979  c282  62:  1981 
'712  U9.  1983  c.710  51;  1969  c  752  §11 

279.349  Policy.  The  Legislative  Assembly 
declares  that  the*  purposes  of  the  prevailing 
wage  law  are: 

(1)  To  ensure  that  contractors  compete 
0n  the  ability  to  perform  work  competently 
and  efficiently  while  maintaining  community 
established  compensation  standards 

(2)  To  recognize  that  local  participation 
,n  publicly  financed  construction  and  family 
wage  income  and  benefits  are  essential  to  the 
protection  of  community  standards. 

(3)  To  encourage  training  and  education 
of  workers  to  industry  skills  standards. 

(4)  To  encourage  employers  to  use  funds 
allocated  for  employee  fringe  benefits  for  the 
actual  purchase  of  those  benefits.  11995  c594 
«l 

Note:  279  349  was  added  to  and  made  a  part  of 
279  348  to  279.380  by  legislative  action  but  was  not 
added  to  any  smaller  series  therein  See  Preface  to 
Oregon  Revised  Statutes  for  further  explanation. 

279.350  Workers  on  public  works  to 
be  paid  not  less  than  prevailing  rate  of 
wage;  posting  of  rates  and  health  and 
welfare  plan  provisions.  (1)  The  hourly  rate 
of  wage  to  be  paid  by  any  contractor  or  sub- 
contractor to  workers  upon  all  public  works 
shall  be  not  less  than  the  prevailing  rate  of 
wage  for  an  hour's  work  in  the  same  trade 
or  occupation  in  the  locality  where  such  la- 
bor is  performed.  The  obligation  of  a  con- 
tractor or  subcontractor  to  pay  the 
prevailing  rate  of  wage  may  be  discharged  by 
making  the  payments  in  cash,  by  the  making 
of  contributions  of  a  type  referred  to  in  ORS 
279348  (4)(a),  or  by  the  assumption  of  an  en- 
forceable commitment  to  bear  the  costs  of  a 
plan  or  program  of  a  type  referred  to  in  ORS 
279  348  (4Kb),  or  any  combination  thereof, 
where  the .  aggregate  of  any  such  payments, 
contributions  and  costs  is  not  less  than  the 
prevailing  rate  of  wage 

(2)  After  a  contract  for  a  public  works  is 
executed  with  any  contractor  or  work  is 
commenced  upon  any  public  works,  the 
amount  of  the  prevailing  rate  of  wage  shall 
not  be  subject  to  attack  in  any  legal  pro- 
ceeding by  any  contractor  or  subcontractor 
in  connection  with  that  contract 

(3)  It  shall  not  be  a  defense  in  any  legal 
proceeding  that  the  prevailing  rate  of  wage 
is  less  than  the  amount  required  to  be  in  the 
specifications  of  a  contract  for  public  works, 
or  that  there  was  an  agreement  between  the 
employee  and  the  employer  to  work  at  less 
than  the  wage  rates  required  to  be  paid  un- 
der this  section. 

'4)  Every  contractor  or  subcontractor 
engaged   on   a   project   for   which  there  is  a 


contract  for  a  public  work  shall  keep  the 
prevailing  wage  rates  for  that  project  posted 
in  a  conspicuous  and  accessible  place  in  or 
about  the  project.  Contractors  and  subcon- 
tractors shall  be  furnished  copies  of  these 
wage  rates  by  the  commissioner  without 
charge. 

(5)  Every  contractor  or  subcontractor 
engaged  on  a  project  for  which  there  is  a 
contract  for  a  public  work  to  which  the  pre- 
vailing wage  requirements  apply  that  also 
provides  for  or  contributes  to  a  health  and 
welfare  plan  or  a  pension  plan,  or  both,  for 
its  employees  on  the  project  shall  post  notice 
describing  such  plans  in  a  conspicuous  and 
accessible  place  in  or  about  the  project.  The 
notice  preferably  shall  be  posted  in  the  same 
place  as  the  notice  required  under  subsection 
(4)  of  this  section.  In  addition  to  the  de- 
scription of  the  plans,  the  notice  shall  con- 
tain information  on  how  and  where  to  make 
claims  and  where  to  obtain  further  informa- 
tion. 

(6Xa)  Except  as  provided  in  paragraph  (c) 
of  this  subsection,  no  person  other  than  the 
contractor  or  subcontractor  shall  pay  or 
contribute  any  portion  of  the  prevailing  rate 
of  wage  paid  by  the  contractor  or  subcon- 
tractor to  workers  employed  in  the  perform- 
ance of  a  public  works  contract. 

(b)  For  the  purpose  of  this  subsection, 
the  prevailing  rate  of  wage  is  the,,  prevailing 
rate  of  wage  specified  in  the  contract. 

(c)  This  subsection  is  not  intended  to 
prohibit  payments  to  a;  worker  who  is  en- 
rolled in  any  government-subsidized  training 
or  retraining  program. 

(7)  No  person  shall  take  any  action  that 
circumvents  the  payment  of  the  prevailing 
rate  of  wage  to  workers  employed  on  a  public 
works  contract,  including,  but  not  limited  to, 
reducing  an  employee's  regular  rate  of  pay 
on  anv  project  not  subject  to  ORS  279.348  to 
279.380  in  a  manner  that  has  the  effect  of 
offsetting   the   prevailing   wage   on    a   public 

works  project.  (1959  c627  $2.  1977  c797  52.  1981  c712 
}19  1983  c264  §2.  1983  c 710  §2.  1W9  c  286  §1.  1995  c594 
6101 

279.352  Provision  in  contract  for  min- 
imum rate  of  wage;  fee  for  administra- 
tion of  law.  (1)  The  specifications  for  every 
contract  for  a  public  work  shall  contain  a 
provision  stating  the  existing  prevailing  rate 
of  wage  which  may  be  paid  to  workers  in 
each  trade  or  occupation  required  for  such 
public  work  employed  in  the  performance  of 
the  contract  either  by  the  contractor  or  sub- 
contractor or  other  person  doing  or  con- 
tracting to  do  the  whole  or  any  part  of  the 
work  contemplated  by  the  contract,  and  the 
contract  shall  contain  a  provision  that  such 
workers  shall  be  paid  not  less  than  such 
specified  minimum  hourly  rate  of  wage. 
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(2)  The  specifications  for  every  contract 
for  a  public  work  shall  contain  a  provision 
stating  that  a  fee  is  required  to  be  paid  to 
the  Commissioner  of  the  Bureau  of  Labor 
and  Industries  as  provided  in  ORS  279.375 
(1).  and  the  contract  shall  contain  a  pro- 
vision that  the  fee  shall  be  paid  to  the  com- 
missioner pursuant  to  the  administrative  rule 
of  the  commissioner     11959  c627  §§3.  4;  1965  c.449 

§1.  1977  c  797  §3.  1979  c  282  §3.  1983  c  710  §3.  1995  c594 
5151 

279.354  Certification  of  rate  of  wage 
by    contractor   or   subcontractor.   (1)   The 

contractor  or  the  contractor's  surety  and  ev- 
ery subcontractor  or  the  subcontractor's 
surety  shall  file  certified  statements  with  the 
public  contracting  agency  in  writing  in  form 
prescribed  by  the  Commissioner  of  the  Bu- 
reau of  Labor  and  Industries,  certifying  the 
hourly  rate  of  wage  paid  each  worker  which 
the  contractor  or  the  subcontractor  has  em- 
ployed upon  such  public  work,  and  further 
certifying  that  no  worker  employed  upon 
such  public  work  has  been  paid  less  than  the 
prevailing  rate  of  wage  or  less  than  the  min- 
imum hourly  rate  of  wage  specified  in  the 
contract,  which  certificate  and  statement 
shall  be  verified  by  the  oath  of  the  contrac- 
tor or  the  contractor's  surety  or  subcontrac- 
tor or  the  subcontractor's  surety  that  the 
contractor  or  subcontractor  has  read  such 
statement  and  certificate  and  knows  the 
contents  thereof  and  that  the  same  is  true  to 
the  contractor  or  subcontractor's  knowledge. 
The  certified  statements  shall  set  out  accu- 
rately and  completely  the  payroll  records  for 
the  pnor  week  including  the  name  and  ad- 
dress of  each  worker,  the  worker's  correct 
classification,  rate  of  pay,  daily  and  weekly 
number  of  hours  worked,  deductions  made 
and  actual  wages  paid. 

(2)  Each  certified  statement  required  by 
subsection  ( 1  ■  of  this  section  shall  be  delivr 
ered  or  mailed  by  the  contractor  or  subcon- 
tractor to  the  public  contracting  agency. 
Certified  statements  shall  be  submitted  as 
follows 

(a i  For  any  project  90  days  or  less  from 
the  date  of  award  of  the  contract  to  the  date 
of  completion  of  work  under  the  contract, 
the  statements  shall  be  submitted  once  be- 
fore the  first  payment  and  once  before  final 
pavment  is  made  of  any  sum  due  on  account 
of  a  contract  for  a  public  work. 

(b)  For  any  project  exceeding  90  days 
from  the  date  of  award  of  the  contract  to  the 
date  of  conr,;ietion  of  work  under  the  con- 
tract, the  statements  shall  be  submitted  once 
before  the  first  payment  is  made,  at  90-day 
intervals  thereafter,  and  once  before  final 
pavment  :s  rr.ade  of  any  sum  due  on  account 
of  a  contract  for  a  public  work 


(3)  Each     contractor    or     subcontractor 
shall  preserve  the  certified  statements  for 
period  of  three  years  from  the  date  of  com- 
pletion of  the  contract. 

(4)  Certified  statements  received  bv  a 
public  contracting  agency  are  public  records 
subject  to  the  provisions  of  ORS   192  410  to 

192.505.  1 1959  c  627  55.  1967  c.207§l.  1977  c  797  «  1981 
c.712  §12.  1983  c710  §4.  1995  c  594  M6I 

279.355  Inspection  to  determine 
whether  prevailing  rate  of  wage  being 
paid;  proceedings  to  require  payment  of 
prevailing   rate    or   overtime.   (1)   At   any 

reasonable  time  the  Commissioner  of  the 
Bureau  of  Labor  and  Industries  may  enter 
the  office  or  business  establishment  of  anv 
contractor  or  subcontractor  performing  pub- 
lic works,  and  gather  facts  and  information 
necessary  to  determine  if  the  prevailing  rate 
of  wage  is  actually  being  paid  by  such  con- 
tractor or  subcontractor  to  workers  upon 
public  works 

(2)  Even.'  contractor  or  subcontractor 
performing  work  on  public  works  shall  make 
available  to  the  commissioner  for  inspection 
during  normal  business  hours  and,  upon  re- 
quest made  a  reasonable  time  in  advance, 
any  payroll  or  other  records  in  the  pos- 
session or  under  the  control  of  the  contrac- 
tor or  subcontractor  that  are  deemed 
necessary  by  the  commissioner  to  determine 
if  the  prevailing  rate  »f  wage  is  actually  be- 
ing paid  by  such  contractor  or  subcontractor 
to  workers  upon  public  works. 

(3)  Notwithstanding  ORS  192.410  to 
192.505,  any  record  obtained  or  made  by  the 
commissioner  under  this  section  shall  not  be 
open  to  inspection  by  the  public. 

(4)  The  Commissioner  of  the  Bureau  of 
Labor  and  Industries  may,  without  necessity 
of  an  assignment,  initiate  legal  proceedings 
against  employers  to  enjoin  future  failures  to 
pay  required  prevailing  wages  or  overtime 
pay  and  to  require  the  payment  of  prevailing 
wages  or  overtime  pay  due  employees.  The 
commissioner  is  entitled  to  recover,  in  addi- 
tion to  other  costs,  such  sum  as  the  court  or 
judge  may  adjudge  reasonable  as  attorney 
fees.  If  the  commissioner  does  not  prevail  in 
such  action,  the  commissioner  shall  pay  all 
costs  and  disbursements  from  the  Bureau  of 
Labor  and  Industries  Account      U969  c369  §5. 

1981  c.712  §131 

279.356  Liability  for  violations.  (1)  Any 

contractor  or  subcontractor  or  contractor's 
or  subcontractor's  suretv  who  violates  the 
provisions  of  ORS  279.35~0  shall  be  liable  to 
the  workers  affected  in  the  amount  of  their 
unpaid  minimum  wages,  including  all  fringe 
benefits  under  ORS  279.348  (4),  and  in  an 
additional  amount  equal  to  said  unpaid 
wages  as  liquidated  damages 
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i2)  Actions  to  enforce  liability  to  workers 
under  subsection  (1)  of  this  section  may  be 
.  rnU£ht  as  actions  on  contractors'  bonds  as 
provided  for  in  ORS  279.536. 

(3)  If  the  public  agency  fails  to  include 
the  provision  required  by  ORS  279  352  in  a 
public  works  contract,  the  liability  for  un- 
paid minimum  wages,  as  described  in  sub- 
jection (1)  of  this  section,  shall  be 
exclusively  that  of  the  public  contracting 
agency  The  Commissioner  of  the  Bureau  of 
Labor  and  Industries  may  enforce  the  pro- 
visions of  this  subsection  by  a  civil  action 
under  ORS  279.355  (4),  by  a  civil  action  on 
an  assigned  wage  claim  under  ORS  652.330, 
or  bv  an  administrative  proceeding  on  an  as- 
signed wage  claim  under  ORS  652.332     11959 

c627  §§6    7.  1969  c.369  §6;  1981  c712  §14.  1983  c  264  §4. 
1983  c  711  531 

279.357  Exemptions.  (1)  ORS  279  348  to 

279  380  do  not  apply  to: 

(a)  Projects  for  which  the  contract  price 
does  not  exceed  $25,000. 

ib)  Projects  regulated  under  the  Davis- 
Bacon  Act  (40  U.S.C.  276a)  Notwithstanding 
such  regulation,  contractors  and  subcontrac- 
tors shall  pay  individuals  employed  as 
daggers  on  such  projects  not  less  than  the 
prevailing  rate  of  wage  as  determined  by  the 
Commissioner  of  the  Bureau  of  Labor  and 
Industries  for  that  classification  of  work.  As 
used  in  this  paragraph,  a  "flagger"  means  a 
person  who  controls  the  movement  of  vehic- 
ular traffic  through  construction  projects  us- 
ing sign,  hand  or  flag  signals 

i2)(a)  No  public  contracting  agency  shall 
divide  a  public  works  project  into  more  than 
one  contract  for  the  purpose  of  avoiding 
compliance  with  ORS  279  348  to  279  380 

ibi  When  the  commissioner  determines 
that  a  public  contracting  agency  has  divided 
a  public  works  project  for  the  purpose  of 
avoiding  compliance  with  ORS  279:348  to 
279  380.  the  commissioner  shall  issue  an  or- 
der compelling  compliance 

'Ci  In  making  determinations  under  this 
subsection,  the  commissioner  shall  consider: 

iA)  The  physical  separation  of  the  project 
structures 

(B)  The  timing  of  the  work  on  project 
phases  or  structures 

iC)  The  continuity  of  project  contractors 
and  subcontractors  working  on  project  parts 
or  phases. 

(D)  The  manner  in  which  the  public  con- 
tracting agency  and  the  contractors  adminis- 
ter and  implement  the  Droject.     11977  c797  §8, 

1961  c712  §15.  1983  c710  §5.  1955  c  766  §1.  1995  c  594  §3] 
Note:  279  357  was  addec  :o  and  made  a  part  of 
279  348  to  279  380  by  legislative  action  but  was  not 
added  to  any  smaller  series  '.herein  See  Preface  to 
Oregon  Revised  Statutes  for  f-r-.ner  explanation 


279358  i  1975  c772  §5.  renumbered  279  4001 

279.359  Determination  of  prevailing 
rate  of  wage;  providing  commissioner 
with  information.  (1)  The  Commissioner  of 
the  Bureau  of  Labor  and  Industries  shall  de- 
termine the  prevailing  rate  of  wage  for 
workers  in  each  trade  or  occupation  in  each 
localitv  under  ORS  279.348  at  least  once 
each  year  and  make  this  information  avail- 
able at  least  twice  each  year  The  commis- 
sioner may  amend  the  rate  at  any  time. 

(2)  A  person  shall  make  such  reports  and 
returns  to  the  Bureau  of  Labor  and  Indus- 
tries as  the  commissioner  may  require  to  de- 
termine the  prevailing  rates  of  wage.  The 
reports  and  returns  shall  be  made  upon  forms 
furnished  by  the  bureau  and  within  the  time 
prescribed  therefor  by  the  commissioner  The 
person  or  an  authorized  representative  of  the 
person  shall  certify  to  the  accuracy  of  the 
reports  and  returns. 

(3)  Notwithstanding  ORS  192  410  to 
192.505,  all  information  or  records  provided 
to  the  commissioner  under  this  section  are 
confidential  and  not  available  for  inspection 
by  the  public 

(4)  In  order  to  assist  the  commissioner  in 
making  determinations  of  the  prevailing 
wage,  the  commissioner  may  enter  into  con- 
tracts with  public  or  private  parties  to  obtain 
relevr  it  data  and  information.  Any  such 
contract  may  include  provisions^  for  the 
manner  and  extent  of  the  market  review  of 
affected  trades  and  occupations  and  such 
other  requirements  regarding  timelines  of 
reports,  accuracy  of  data  and  information 
and  supervision  and  review  as  the  commis- 
sioner may  prescribe. 

(5)  As  used  in  this  section,  "person"  in- 
cludes any  employer,  labor  organization  or 
any  official  representative  of  an  employee  or 
emplover  association.    11977  c797  §7.  1983  c7i0  §6. 

1995  c  594  §81 

279.360  11955  c  563  §1,  1963  c  136  §2.  1963  c  482  §1. 
1971  c743  §349.  repealed  by  1975  c  771  §331 

279.361  Ineligibility  for  public  con- 
tracts for  failure  to  pay  or  post  prevail- 
ing rate  of  wage;  payroll  reports  to 
commissioner.  (1)  When  the  Commissioner 
of  the  Bureau  of  Labor  and  Industries,  in 
accordance  with  the  provisions  of  ORS 
183310  to  183.550,  determines  that  a  con- 
tractor or  subcontractor  has  intentionally 
failed  or  refused  to  pay  the  prevailing  rate 
of  wage  to  workers  employed  upon  public 
works,  a  subcontractor  has  failed  to  pay  to 
its  employees  amounts  required  by  ORS 
279  350  and  the  contractor  has  paid  those 
amounts  on  the  subcontractor's  behalf,  or  a 
contractor  or  subcontractor  has  intentionally 
failed  or  refused  to  post  the  prevailing  wage 
rates    as   required    by   ORS    279.350   (4),    the 
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contractor,  subcontractor  or  any  firm,  corpo- 
ration, partnership  or  association  in  which 
the  contractor  or  subcontractor  has  a  finan- 
cial interest  shall  be  ineligible  for  a  period 
not  to  exceed  three  years  from  the  date  of 
publication  of  the  name  of  the  contractor  or 
subcontractor  on  the  ineligible  list  as  pro- 
vided in  this  section  to  receive  any  contract 
or  subcontract  for  public  works.  The  com- 
missioner shall  maintain  a  written  list  of  the 
names  of  those  contractors  and  subcontrac- 
tors determined  to  be  ineligible  under  this 
section  and  the  period  of  time  for  which  they 
are  ineligible.  A  copy  of  the  list  shall  be 
published,  furnished  upon  request  and  made 
available  to  contracting  agencies. 

(2)  When  the  contractor  or  subcontractor 
is  a  corporation,  the  provisions  of  subsection 
(1)  of  this  section  shall  apply  to  any  corpo- 
rate officer  or  corporate  agent  who  is  re- 
sponsible for  the  failure  or  refusal  to  pay  or 
post  the  prevailing  rate  of  wage  or  the  fail- 
ure to  pav  to  a  subcontractor's  employees 
amounts  required  by  ORS  279.350  that  are 
paid  by  the  contractor  on  the  subcontractor's 
behalf. 

(3)  For  good  cause  shown,  the  Commis- 
sioner of  the  Bureau  of  Labor  and  Industries 
may  direct  the  removal  of  the  name  of  that 
contractor  or  subcontractor  from  the  ineligi- 
ble list. 

(4)  To  assist  the  Commissioner  of  the 
Bureau  of  Labor  and  Industries  in  determin- 
ing if  the  contractor  or  subcontractor  is 
paying  the  prevailing  rate  of  wage,  when  a 
prevailing  wage  rate  claim  is  filed,  or  evi- 
dence indicating  a  violation  has  occurred,  a 
contractor  or  subcontractor  required  to  pay 
the  prevailing  rate  of  wage  to  workers  em- 
ploved  upon  public  works  under  ORS  chapier 
279  shall  send  a  certified  copy  of  the  payroll 
for  those  workers  when  the  commissioner 
requests  the  certified  copy      11977  c797  §6.  1983 

cTIO  «7.  1995  c59-l  591 

279362  11955  c  563  «.  1959  c  414  §1;  repealed  bv  1975 
c773  *ll 

279.363  Notifying  commissioner  of 
contract.  Public  contracting  agencies  shall 
notify  the  Commissioner  of  the  Bureau  of 
Labor  and  Industries  in  writing,  on  a  form 
prescribed  by  the  commissioner,  whenever  a 
contract  subject  to  the  provisions  of  ORS 
279  348  to  279  380  has  been  awarded  This 
notification  shall  be  made  within  30  days  of 
the  date  that  such  contract  is  awarded  11981 
c712  ^111 

279.365  Civil  action  to  enforce  pay- 
ment of  prevailing  wage.  (1)  The  Commis- 
sioner of  the  Bureau  of  Labor  and  Industries 
or  any  other  person  may  bring  a  civil  action 
in  any  court  cf  competent  jurisdiction  to  re- 
quire a  public  agency  under  a  public  contract 
with    a    contractor    to    withhold    twice    the 


wages  in  dispute  if  it  is  shown  that  the  con- 
tractor or  subcontractor  on  the  contract  has 
intentionally  failed  or  refused  to  pay  the 
prevailing  rate  of  wage  to  workers  emploved 
on  that  contract  and  to  require  the  contrac- 
tor to  pay  the  prevailing  rate  of  wage  and 
any  deficiencies  that  can  be  shown  to  exist 
because  of  improper  wage  payments  alreadv 
made.  In  addition  to  other  relief,  the  court 
may  also  enjoin  any  such  contractor  or  sub- 
contractor from  committing  future  violations 
The  contractor  or  subcontractor  involved 
shall  be  named  as  a  party  in  all  civil  actions 
brought  under  this  section.  In  addition  to 
other  costs,  the  court  may  award  the  pre- 
vailing party  a  reasonable  attorney  fee  at  the 
trial  and  on  appeal.  However,  no  attorney  fee 
may  be  awarded  against  the  Commissioner 
of  the  Bureau  of  Labor  and  Industries  under 
this  section. 

(2)  The  court  shall  require  any  party, 
other  than  the  Commissioner  of  the  Bureau 
of  Labor  and  Industries,  that  brings  a  civil 
action  under  this  section  to  post  a  bond  suf- 
ficient to  cover  the  estimated  attorney  fees 
and  costs  to  the  public  agency  and  to  the 
contractor  or  subcontractor  of  any  temporary 
restraining  order,  preliminary  injunction  or 
permanent  injunction  awarded  in  the  action, 
in  the  event  that  the  party  bringing  the  ac- 
tion does  not  ultimately  prevail. 

(3)  In  addition  to*any  other  relief,  the 
court  in  a  civil  action  brought  under  this 
section  may  enjoin  the  public  agency  from 
contracting  with  the  contractor  or  subcon- 
tractor if  the  court  finds  that  the  Commis- 
sioner of  the  Bureau  of  Labor  and  Industries 
would  be  entitled  to  place  the  contractor  or 
subcontractor  on  the  ineligible  list  estab- 
lished under  ORS  279  361  (1).  If  the  court  is- 
sues such  an  injunction,  the  commissioner 
shall  place  the  contractor  or  subcontractor 
on  the  list  for  a  period  of  three  years,  subject 
to  the  provision  of  ORS  279  361  (2). 

(4)  "Public  agencv"  has  the  meaning 
given  the  term  in  ORS'279  Oil.    I19S3  c7ll  §21 

279.370  Civil  penalty  for  prevailing 
wage  law  violations.  (1)  In  addition  to  any 
other  penalty  provided  by  law,  the  Commis- 
sioner of  the  Bureau  of  Labor  and  Industries 
may  assess  a  civil  penalty  not  to  exceed 
$5,000  for  each  violation  of  any  provision  of 
ORS  279.348  to  279.380  or  any  rule  of  the 
commissioner  adopted  pursuant  thereto. 

(2)  Civil  penalties  under  this  section 
shall  be  imposed  as  provided  in  ORS  183.090. 

(3)  All  sums  collected  as  penalties  pursu- 
ant to  this  section  shall  be  first  applied  to- 
ward reimbursement  of  costs  incurred  in 
determining  violations,  conducting  hearings 
and  assessing  the  collecting  of  such  penal- 
ties  The  remainder,  if  any,  of  sums  collected 
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PUBLIC  CONTRACTS  AND  PURCHASING 


279.420 


as  penalties  pursuant  to  this  section  shall  be 
paid  into  the  State  Treasury  and  credited  to 
the  General  Fund  and  are  available  for  gen- 
eral governmental  expenses.    11995  c  594  §141 

279.375  Fee  for  costs  of  administering 
law;  Prevailing  Wage  Education  and  En- 
forcement Account.  (1)  The  Commissioner 
of  the  Bureau  of  Labor  and  Industries,  by 
rule,  shall  establish  a  fee  to  be  paid  by  the 
contractor  to  whom  the  contract  for  a  public 
work  subject  to  ORS  279.348  to  279.380  has 
been  awarded.  The  fee  shall  be  used  to  pay 
the  costs  of  surveys  to  determine  the  pre- 
vailing wage  and  for  administering  and  pro- 
viding educational  programs  and 
investigations  under  and  enforcement  of  ORS 
279  348  to  279.380  The  fee  shall  be  .1  percent 
of  the  contract  price.  However,  in  no  event 
shall  a  fee  be  charged  and  collected  that  is 
more  than  $5,000  nor  less  than  $100. 

<2)  Moneys  received  by  the  commissioner 
pursuant  to  this  section  shall  be  paid  into 
the  State  Treasury  and  credited  to  the  Pre- 
vailing Wage  Education  and  Enforcement 
Account  created  by  ORS  651.185. 

(3)  The  fee  to  be  paid  pursuant  to  this 
section  shall  be  paid  at  the  time  of  the  first 
progress  payment  or  60  days  after  work  on 
the  contract  has  begun,  whichever  date  is 
earlier 

(4)  Failure  to  make  timely  payment  pur- 
suant to  subsection  (3)  of  this  section  shall 
subject  the  contractor  to  a  civil  penalty  un- 
der ORS  279.370.  in  such  amount  as  the 
commissioner,  bv  rule,  shall  specifv  11995  c  594 
§51 

279.380  Advisory  committee  to  assist 
in  administration  of  laws.  (1)  The  Com- 
missioner of  the  Bureau  of  Labor  and  Indus- 
tries shall  appoint  an  advisory  committee  to 
assist  the  commissioner  in  the  administering 
of  ORS  279  348  to  279  380 

<  2)  The  advisory  committee  shall  include 
equal  representation  of  members  from  man- 
agement and  labor  in  the  building  and  con- 
struction industry  who  perform  work  on 
public  works  contracts  and  such  other  inter- 
ested parties  as  the  commissioner  shall  ap- 
point     11995  c594  §12; 


(Retainage) 

279>400   Withholding   of 

The  withftolding  of  retainage 
or    subcontra 
public  improveme 


(1) 

contractor 

contracts    for 

be  in   accordance 


with  ORS  701.420  a»f!K701.430  except  when 
the  charter  of  ihe  public^^gency  that  is  a 
party  to  a  pjitffic  contract  contains  provisions 
requinng^tetainage  by  the  public^^gency  of 
monfi^fhan  five  percent  of  the  contractsince 
the  work  completed 


(2)  As  used  in  this  section: 

(a)    "Public    contract"    means    any    pv 
chatee,  lease  or  sale  by  a  public  agency/ of 
personal    property,    public    improvements 
services  other  than  agreements  which  a/e  for 
personal  service. 

(b)\Public  agency"  or  "public  contract- 
ing agency"  means  any  agency  of  the  State 
of  Oregon,  or  any  political  subdivision  thereof 
authorized^  by  law  to  enter  into  public  con- 
tracts. 

(c)  "PuMic  improvement"  /means  any 
construction^  improvements  pn  real  prop- 
ertv    by    or    fbr    a    public    age/icy       (Formerly 

279  358;  1979  c  196\§3I 

279.410  "Rfetainage"  defined  for  ORS 
279.011  to  279.342.  As  usee/  in  ORS  279011 
to  279.542,  unlesfe  the  context  otherwise  re- 
quires, ■'retainage"  means/the  difference  be- 
tween the  amounu  earned/  by  the  contractor 
on  a  public  contract  and  the  amount  paid  on 
the  contract  by  the/  public  contracting 
agency.    1 1977  c  727  §31 

279.420  Form  ofyetainage.  (1)  Money 
retained  bv  a  public  /fentracting  agency  un- 
der ORS  279  435  (6)  shall  be: 

(a)  Retained  in  a/fuAd  by  the  public  con- 
tracting agencv  and/paid\to  the  contractor  in 
accordance  with  ORS  279U35;  or 

ib)  At  the  opt/on  of  the  contractor,  paid 
to  the  contractor/  in  accordance  with  sub- 
section (3)  or  (4i  of  this  section  and  in  a 
manner  authorized  by  the\  Director  of  the 
Oregon  Department  of  Administrative  Serv- 
ices 

(2)  If  the  p/iblic  agency  inVurs  additional 
costs  as  a  rrfsult  of  the  eiercise  of  the 
options  described  in  subsection  (1)  of  this 
section,  the  agency  may  recovar  such  costs 
from  the  contractor  by  reduction^  of  the  final 
pavment  As  work  on  the  contract 
progresses,  Ahe  agency  shall,  upon  demand, 
inform  the/contractor  of  all  accrued  costs. 

(3)  Th*  contractor  may  deposit  bonds  or 
secunties/with  the  public  contracting  agency 
or  in  any  bank  or  trust  company  te  be  held 

lieu  qf  the  cash  retainage  for  the  benefit 
Dublic  contracting  agency  un  such 
public  agency  shall  reduce  the 
;e  in  an  amount  equal  to  the  value 
bonds  and  securities  and  pay  the 
amount  of  the  reduction  to  the  contractor  in 
accordance  with  ORS  279.435.  Interest  on 
such/ bonds  or  securities  shall  accrue  t<^  the 
contractor 

1 4)  If  the  contractor  elects,  the  retairiage 
as /accumulated    shall    be    deposited    by   the 
)lic    contracting    agency    in    an    lnterest- 
►anng    account    in    a    bank,    savings    ban^ 
tfust  company  or  savings  association  for  tr 
Jenefit    of    the    public    contracting    agency 
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List  of  Organizations  Contacted 


University  of  Utah 
Salt  Lake  City,  UT 
Peter  Philips   801-585-6465 


Construction  Resources  Analysis  (CRA) 

Knoxville,  TN 

William  Shriver   615-545-4194 


F.W.  Dodge  (DRI/McGraw-Hill) 
New  York,  New  York_ 
Bill  Allen  202-383-3709 


Personnel  Administration  Services,  Inc.  (PAS) 

Saline,  MI 

Ron   Philips      313-429-1199 


Construction  Labor  Research  Council 

Washington,    D.C. 

Robert  M.    Gasperow     202-223-8045 


Say  lor  Publications 

Chatsworth,    CA 

Stanley  J.   Strychaz     818-718-5966 


National  Bureau  of  Economic  Research  at 

Harvard  University 
Boston,    MA 
Steve  Allen    (NC  State  University)      919-515-6941 


Conference  Board 

New  York,    New  York 

Michael  Wheeler      212-339-0307 

Westast 

Rockville,  MD 

Dee  Schofield   301-251-1500 
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TO:        DEE  SCHOFIELD  , 

FROM:      MARJORIE  TARMEY 

RE:         PREVAILING  WAGE  RATES  IN  THE  CONSTRUCTION  INDUSTRY 


Enclosed  you  will  find  a  description  of  the  Davis  Bacon 
prevailing  wage  rate  process.   We  are  interested  in  talking  with 
Westat,  Inc.  regarding  using  existing  data  that  you  may  be  aware 
of  as  well  as  utilizing  private  sector  ideas  about  new  ways  that 
we  might  discharge  our  responsibility  to  compile  wage  rate 
information. 
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DETERMINING  PREVAILING  WAGES 

Introduction .  Section  1.3  of  the  regulations  prescribes  that 
the  Davis-Bacon  Wage  and  Hour  Administrator  ".  .  .conduct  a 
continuing  program  for  the  obtaining  and  compiling  of  wage  rate 
information"  and  "...  encourage  the  voluntary  submission  of 
wage  data  by  contractors,  contractors'  associations,  labor 
organizations,  public  officials  and  other  interested  parties, 
reflecting  wage  rates  paid  to  laborers  and  mechanics  on  various 
types  of  construction  in  the  area."   Section  1.3(b)  further 
indicates  the  types  of  information  that  may  be  considered  in 
making  wage  rate  determinations.   These  procedures  have  been 
carried  out  through  the  use  of  wage  surveys  and  the  collection  of 
collective  bargaining  agreement  information. 

Scope  of  Task.   Federally  directed  and  assisted  construction 
activity  is  not  restricted  to  any  geographic  sector  of  the  nation 
or  to  any  particular  type  of  construction.   As  a  result,  data 
collection  methods  for  gathering  prevailing  wage  information  must 
be  capable  of  accurately  determining  patterns  of  wage 
compensation,  including  fringe  benefits,  for  virtually  all 
classifications  of  construction  workers  in  at  least  the  four 
major  types  of  construction  (building,  residential,  heavy  and 
highway),  within  each  of  the  more  than  3,000  counties  in  the 
United  States.   And,  since  the  objective  is  determining 
"prevailing"  wages,  to  be  most  useful,  specific  data  collection 
actions  must  be  completed  within  a  relatively  brief  time  frame. 

The  Data  to  be  Collected.  Operation  of  the  Davis -Bacon  program 
necessitates  a  continuing  effort  to  obtain,  compile  and  analyze 
wage  rate  information. 

(1)   What  Information.   Wage  rate  information  is  collected 
for  each  classification  of  laborer  and  mechanic  that  will  likely 
be  employed  on  Federally  funded  or  assisted  construction  in  a 
certain  type  of  construction.   Information  on  wages  being  paid, 
therefore,  must  be  collected  and  tabulated  on  the  basis  of 
distinct  job  classifications  and  construction  categories. 

The  survey  reporting  form   --  "Contractor's  Report  of 
Construction  Wage  Rates"  (Form  WD-10)  --  used  by  W-H  to  collect 
wage  and  fringe  benefit  information.   The  Form  WD-10  provides  for 
reporting  data  on  each  classification  employed  on  construction 
projects.   Data  requested  includes  the  contractor's  name  and 
address,  project  description  and  location,  value  of  project, 
starting  and  completion  dates,  the  peak  number  of  workers 
employed  in  each  classification  (i.e.,  carpenters,  electricians, 
laborers,  etc.)  and  the  wage  rate,  including  bona  fide  fringes, 
paid  each  worker. 

Section  1.3  of  29  CFR  provides  that  wages  paid  on  projects 
subject  to  the  Davis-Bacon  Act  are  not  to  be  considered  in 
developing  wage  determinations  for  "building"  and  "residential" 
construction  projects  unless  the  Department  finds  that  there  are 
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not  sufficient  data  from  privately  financed  projects  of  a 
character  similar  to  determine  prevailing  wages.   In  determining 
whether  there  are  sufficient  data,  consideration  is  given  to 
surveying  surrounding  counties  or  surveying  projects  completed 
within  the  past  year. 

(2)  Geographic  Scope .   A  prime  objective  of  the  Davis-Bacon 
program  is  to  protect  "local  rates  of  pay"  and  29  CFR  1.2(b) 
stipulates  that  the  "area"  for  the  determination  of  wage  rates  is 
to  be  the  city,  town,  village,  or  other  civil  subdivision,  i.e., 
county,  of  the  State  in  which  the  work  is  to  be  performed.   For 
its  data  collection  program,  W-H  usually  designates  the  county  as 
the  principal  area  of  focus,  although  in  many  cases  more  than  one 
county  is  included  in  a  specific  data  gathering  effort. 

The  area  of  consideration  for  a  wage  determination  in  certain 
instances  may  be  extended  beyond  the  boundaries  of  a  particular 
county.   Specifically,  the  county  is  to  be  used  unless  sufficient 
current  wage  data  (data  on  wages  paid  on  current  projects,  or, 
where  necessary,  projects  under  construction  no  more  than  one 
year  prior  to  the  beginning  of  the  survey  or  the  request  for  a 
wage  determination,  as  appropriate)  are  unavailable  to  make  a 
wage  determination. 

In  those  instances,  wages  paid  on  similar  construction  in 
surrounding  counties  may  be  considered,  or  if  there  has  not  been 
sufficient  similar  construction  in  surrounding  counties  or  in  the 
state  in  the  past  year,  wages  paid  on  projects  completed  more 
than  one  year  prior  to  the  beginning  of  the  survey  or  the  request 
for  a  wage  determination,  as  appropriate,  may  be  considered. 
Regulations  29  CFR  1.7  prohibit  the  use  of  wage  data  from 
projects  in  metropolitan  areas  in  making  wage  determinations  for 
rural  areas,  and  vice-versa.   For  purposes  of  Davis-Bacon,  if  a 
county  is  located  in  an  area  designated  by  the  Office  of 
Management  and  Budget  as  a  Metropolitan  Statistical  Area,  it  is 
to  be  classified  as  a  metropolitan  area  for  survey  purposes.   If 
not  included  in  such  an  area,  it  will  be  considered  rural. 
Data  from  metropolitan  and  rural  counties  are  not  to  be 
commingled. 

(3)  How  Collected.   Wage  determinations  are  based  on  actual 
wage  and  fringe  benefit  rates  being  paid  to  construction  workers 
in  the  area  to  which  these  determinations  will  apply.   The  long- 
term  policy  of  the  agency  has  been  to  encourage  the  voluntary 
submission  of  wage  rate  data,  including  collective  bargaining 
agreements,  for  use  in  the  determination  process.   Presently,  the 
majority  of  the  wage  decisions  issued  are  based  on  surveys  of 
contractors  as  to  the  wages  being  paid  on  projects  in  the 
designated  area  and  type  of  construction. 

C.   Area  Practice  Considerations.   Due  in  part  to  area 
practice  considerations,  the  collection  of  wage  rate  information 
under  the  Davis-Bacon  program  is  a  complex  process.   Identifying 
craft  content  as  well  as  other  local  practices  and  customs  that 
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may  significantly  affect  the  development  and  application  of  wage 

determinations  is  referred  to  as  an  area  practice  survey  (APS) 

These  "survey"  efforts  will  vary  extensively  in  scope  and 

intensity  of  effort  depending  on  the  particular  situation  at 

hand.   APS's  are  to  be  conducted  as  part  of  the  prevailing  wage  survey. 

The  objective  of  a  wage  survey  is  to  determine  the 
prevailing  wage  rate  for  employees  who  are  performing  the  same 
construction  duties  irrespective  of  the  name  or  title  assigned  to 
the  employees  by  the  contractor.   Contractors  within  a  given  area 
may  classify  employees  by  various  names  depending  on  whether  the 
firm  is  union  or  nonunion  or  simply  as  a  matter  of  preference 
even  where  the  employees  perform  identical  job  functions.   For 
example,  certain  contractors  may  identify  employees  who  insulate 
pipe  as  asbestos  workers  on  their  payroll  records.   Other 
contractors  may  classify  the  same  workers  as  pipe  insulators.   In 
these  types  of  situations,  careful  attention  must  be  given  to 
grouping  the  wage  data  for  all  employees  performing  a  given 
function  under  the  same  classification  to  determine  the 
appropriate  prevailing  wage  rate  for  that  type  of  work.   To 
accomplish  this,  the  various  classification  practices  of 
contractors  operating  in  the  area  must  be  identified. 

Area  practices  generally  must  be  identified  in  two  type  of 
circumstances : 

o   When  work  traditionally  performed  by  employees  in  one 
classification  (occupation)  is  performed  by  workers  in 
another  class  and  at  a  different  wage  rate. 

o   When  local  contractors  apply  a  unique  schedule  of  wage 
rates  to  a  sub-group  of  construction  or  when 
contractors  apply  wage  rates  designated  to  one  type  of 
construction  to  a  segment  of another  type. 
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October  6,  1995 

TO:  MICHAEL  WHEELER 
FROM:  MARJORIE  TARMEY 
RE:        PREVAILING  WAGE  RATES  IN  THE  CONSTRUCTION  INDUSTRY 


Enclosed  you  will  find  a  description  of  the  Davis  Bacon 
prevailing  wage  rate  process.   We  are  interested  in  talking  with 
the  Conference  Board  regarding  using  existing  data  that  you  may 
be  aware  of  as  well  as  utilizing  private  sector  ideas  about  new 
ways  that  we  might  discharge  our  responsibility  to  compile  wage 
rate  information. 
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Attached  is  a  copy  of  the  March  8,  1995,  memorandum  from 
Deborah  Hollins  to  Randy  O'Neal.   This  complete,  unredacted 
document  was  provided  to  the  House  Economic  and  Educational 
Opportunities  Committee  on  August  2,  1995,  in  response  to  its 
request  for  various  documents  relating  to  the  heavy  construction 
surveys  applicable  to  Oklahoma  City.   A  redacted  copy  of  this 
document  was  also  provided  in  response  to  a  Freedom  of  Information 
Act  (FOIA)  request  of  Oklahoma  Labor  Commissioner  Brenda  Reneau  on 
August  21,  1995.   Portions  of  this  memorandum  were  redacted 
pursuant  to  Exemption  5  of  the  FOIA.   This  exemption  permits  the 
withholding  of  inter-agency  or  intra-agency  memoranda  or  letters 
that  are  part  of  the  agency's  deliberative  process.   This 
exemption  is  intended  to  protect  the  full  and  frank  exchange 
ideas,  views  and  opinions  necessary  for  the  effective  functioning 
of  the  Government  and  the  making  of  informed  decisions  by  its 
officers . 


March    8,     1995 
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MEMORANDUM  FOR 


FROM 


RANDALL  G.  O'NEAL 
Regional  Wage  Specialist 

DEBORAH  F.  HOLLINS 
Wage  Analyst 


SUBJECT        :    Canadian,  Cleveland,  Logan,  McClain,  Oklahoma 
and  Pottowatomie  Counties,  Oklahoma 
Heavy  Construction  Survey  (Sewer  and  Water  Line 
Construction) 

I  have  reviewed  the  survey  data  used  to  determine  the  current  wage 
rates  in  the  subject  Counties  and  have  found  the  following: 

1.  There  are  several  projects  I  determined  further  clarification 
was  needed.  It  was  determined  that  the  following  projects  should 
be  deleted  from  this  survey  becaust  they  are  utilities  at  treatment 
plants: 

Project  078-0:   Deer  Creek  Sewer  Treatment  Plant  -  utilities 

Project  104-0:   Deer  Creek  Sewer  Treatment  Plant  -  sanitary  sewer 

2.  The  electricians  and  plumbers/pipefitters  were  clarified  as  to 
what  type  of  work  they  were  performing. 

Electricians 

This  craft  is  found  in  6  projects  with  data  being  submitted  by  4 
contractors  and  3  are  union  contractors.  The  electricians  were 
performing  the  following  per  followup  telecons  (March  7,  1995)  with 
the  contractor: 

Project  092-0:  They  performed  no  utility  work,  project  described 
incorrectly.   Project  should  be  deleted  and  added  to  heavy  other. 

Project  093-0:  Wired  area  lighting  poles  on  pad  mounted  utility 
transformers.   Project  should  be  deleted  and  added  to  heavy  other. 

Project  098-0:  Worked  on  sewer  lines  between  2  treatment  plant 
buildings.  No  work  was  done  on  the  treatment  plants.  Should  this 
project  be  moved  to  Treatment  Plant  Survey? 


330 


Page  2 

Projects  101-O  and  102-O:  Company  for  which  the  data  was  submitted 
is  no  longer  a  contracting  entity.  Project  description  indicates 
utility  construction.  Should  we  delete  and  add  project  to  heavy 
other? 

Project  107-O:  Outside  wiring  for  the  relocation  of  water  and 
sewer  lines. 

Plumbers 

Project  02  3-LN:  Plumbers  were  laying  pipe.  Area  practice  with 
pipelayer? 

Project  077-O:  Plumbers  were  laying  pipe.  Area  practice  with 
pipelayer? 

Project  098-0:  Plumbers  were  laying  pipe  between  2  treatment 
plants.  No  work  done  inside  treatment  plant.  Should  we  leave  in 
or  put  with  treatment  plant  survey? 

Pipefitters 

Project  098-O:    Same  as  plumbers. 

Projects  99-0  and  100-O:  Worked  on  outside  utility  line  for  HVAC 
system.   Projects  should  be  made  non-usable. 

The  following  projects  should  be  deleted  from  the  water  and  sewer 
line  survey  and  added  to  the  Treatment  Plant  Survey: 

Projects  078-0  and  104-O:   Deer  Creek  Sewer  Treatment  Plant 

Power  Equipment  Operators: 

Crane  -  This  wage  rate  is  union  in  the  current  wage  decision.  The 
majority  of  the  wage  data  that  set  this  rate  was  from  1  contractor. 
I  contacted  the  contractor  and  was  told  that  normally  they  do  not 
use  cranes  on  their  jobs.  They  only  use  cherry  pickers.  This  and 
other  wage  data  on  power  equipment  operators  was  submitted  by  the 
operating  engineers  union.  This  wage  data  should  deleted  from  the 
water  and  sewer  line  survey. 

I  think  this  should  also  be  done  for  asphalt  laydown  machine, 
bulldozer,  greaser,  mechanic,  motor  grader,  oiler,  scraper  and 
water  wagon. 

I  would  suggest  discussing  this  review  of  the  survey  data  with 
National  Office  and  have  them  agree  on  the  changes  we  are  proposing 
to  make.   These  changes  are  only  minor  and  can  be  easily  done. 

If  you  feel  we  need  to  do  something  additional,  please  advise. 
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PREVAILING  WAGE  DATA 

Mr.  Istook.  My  final  question,  there  are  some  other  ones  I  have 
for  the  record,  for  the  workers  in  the  prevailing  wage  division  that 
are  working  on  these,  and  of  course  you  are  aware  of  the  problem 
that  surfaced  from  Oklahoma,  can  you  tell  me  verbally  and  also 
provide  in  writing  and  copies  of  any  memos  or  such  that  went  out 
to  employees,  what  instructions  have  been  given  to  those  persons 
who  work  in  the  Wage  and  Hour  Division  on  prevailing  wage  on 
what  they  should  now  be  doing  differently,  if  anything,  to  try  to 
avoid  any  other  recurrence  of  similar  problems? 

[The  information  follows:] 

Attached  is  a  copy  of  a  June  1995  memorandum  from  the  Wage  and  Hour  Admin- 
istrator to  the  Wage  and  Hour  Regional  Administrators  stressing  the  importance  of 
the  existing  verification  procedures.  In  addition,  enclused  is  a  copy  of  the  training 
manual  which  was  updated  and  revised  for  use  in  an  August  1995  training  session 
for  Wage  and  Hour  staff  involved  in  the  Davis-Bacon  survey  program.  This  training 
session  and  the  associated  materials  were  developed  in  response  to  concerns  about 
the  wage  survey  process  which  became  apparent  during  the  review  of  the  Oklahoma 
survey  situation,  and  to  ensure  that  similiar  problems  would  not  occur  in  the  future. 
The  training  was  designed  to  enhance  the  knowledge  and  skill  levels  of  all  regional 
survey  staff  with  respect  to  existing  survey  procedures  and  policies,  and  to  train  the 
survey  staff  on  newly-developed  verification  procedures  for  third  party  data  submis- 
sions. Some  40  individuals  ranging  from  regional  Wage  and  Hour  staff;  contractor 
staff  involved  in  the  survey  process  and  National  Office  staff  participated  during  the 
2V2  day  training. 

A  principal  training  agenda  item  was  the  development  and  implementation  of  new 
third  party  submission  verification  procedures.  The  training  manual  includes  mate- 
rials related  to  these  verification  procedures  which,  in  turn,  are  intended  to  mini- 
mize opportunities  where  inaccurate  data  could  be  used  in  establishing  prevailing 
wage  rates. 

The  Administrator's  June  1995  memorandum  and  the  training  materials  were 
provided  to  Commissioner  Reneau  in  December  1995  in  response  to  an  FOIA  re- 
quest. The  training  manual  was  provided  to  the  House  Economic  and  Education  Op- 
portunities Committee  in  October  1995. 

[CLERK'S  NOTE. — The  aforementioned  documents  were  too 
lengthy  for  printing  and  are  only  partially  included.  All  of  the  at- 
tachments have  been  retained  in  Committee  files.] 
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U.S.  Department  of  Labor 


Employment  Standards  Administration 
Wage  and  Hour  Division 
Washington.  0  C.  20210 


June    2,     1995 


Memorandum  No. 95-22 

MEMORANDUM  FOR  WAGE  AND  HOUR  REGIONAL  ADMINISTRATORS 

FROM: 

SUBJECT: 


MARIA  ECHAVESTE 
Administrator 


Verification  of  Data  in  Davis-Bacon  Wage  Surveys 

Incorrect  information  submitted  by  third  parties  has  been  found 
in  several  survey:?.   Therefore,  strategies  to  deal  with  the 
verification  of  data  submitted  by  other  than  some  one  in  actual 
possession  of  project  payrolls  are  being  considered.   Suggestions 
about  verification  procedures  from  the  Regional  Office*  survey 
staff  will  be  welcome  and  we  are  also  consulting  with  the  various 
interest  groups  in  this  regard.   In  the  meantime,  however,  the 
importance  of  at  least  verifying  by  telephone  some  sample  of  any 
data  presented  without  the  signature  of  an  official  of  the 
employing  firm  is  of  the  utmost  importance. 


Working  for  America's  Workforce 
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U.S.  Department  of  Labor 


Employment  Standards  Administration 
Wage  and  Hour  Division 
Washington.  DC  20210 


August    4,     1995 

MEMORANDUM  FOR:   All  Regional  Administrators 
Attention:   Wage  Specialists 


Jilliam  Gross 
Acting  Assistant  Administrator 

Davis-Bacon  Survey  Training 


This  is  to  advise  you  that  the  Davis-Bacon  Survey  Training  plans 
have  been  finalized. 

The  training  is  scheduled  for  the  period  August  28  -  September  1. 
The  training  will  be  held  at  the  The  Governor's  House  Hotel, 
Washington,  D.  C.  beginning  Tuesday,  August  29,  through  Thursday 
August  31.    All  field  participants  will  be  staying  at  the 
Governor's  House  Hotel  and  rooming  list  has  been  provided  to  the 
hotel. 

Each  field  participant  will  be  responsible  for  contacting  the 
hotel  for  reservations.    Information  regarding  the  hotel  is  as 
follows: 

Washington,  D.  C.  ($152.00  Per  Diem  City) 

"THE- GOVERNOR'S "HOUSE  HOTEL  ""  ' 

1615  Rhode  Island  Avenue,  N.  W. 
Washington,  D.  C.   20036 
(600)621-4367 
(202)296-2100 
(202)331-0227   FAX 

$102.07  (tax  inclusive)  single  rate  for  guest  rooms 


Su\>  jj  cut  co  \xj  p  -  roxf  oc*3  ne^Th 

Working  for  America's  Workforce 
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U.S.  Department  of  Labor 


Employment  Standards  Administration 
Wage  and  Hour  Division 
Washington.  D  C  20210 


AUG  2  5  I995 

MEMORANDUM  FOR  BRANCH  OF  CONSTRUCTION  WAGE  DETERMINATIONS 


FROM: 


Philips  Gloss 
Branch  Chief 

Survey  Training 


Attached  is  a  list  of  the  participants  for  the  training  which 
will  take  place  August  29  -  August  31.   The  sessions  will  start 
at  8:30  and  end  at  4:30  each  day. 

The  training  is  being  held  at  the  following  location  in  the  State 
Room  on  the  lower  level: 

The  Governor's  House  Hotel 

1615  Rhode  Island  Avenue,  N.W.       « 

Washington,  D.C. 

Telephone  (202)  296-2100 


Attachment 


Working  for  America's  Workforce 
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PARTICIPANTS  FOR  AUGUST  SURVEY  TRAINING 


REGIONAL  OFFICE  STAFF 


NATIONAL  OFFICE  STAFF 


Bill  Pickett 
Cedric  White 
Paul  Francis 
Carroll  Linder 
Bo  Durbin 
Maria  Duffy 
Helen  Klein 
Rosalind  Laws 
George  Holt 
John  Bates 
Eleanor  Blanton 
Judy  Smith 
Oleif  Smith 
Ray  Wyzguski 
Donna  Barbieri 
Clara  Tate 
Randy  O'Neal 
Shirley  Ebbesen 
Deborah  Hollins 
Rachel  Guerrez 
Percell  Maupins 
Ann  Istas 
Richard  Cheung 
Anne  Burke-Filer 


Alan  Moss 
Phil  Gloss 
John  Frank 
Pam  Lee 
Ann  Malone 
Pat  Crepeau 
Laima  Ciguzis 
Cynthia  Taylor 
Tom  Nesmith 
Leotha  Jones 
Margaret  Washington 
Terry  Sullivan 
Libby  Hendricks 


CRA  STAFF 


Bill  Schriver 
Tor.  Cressler 
t.'ancy  Mason 
Debbie  Foster 
Vicki  Pickens 
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DAVIS-BACON  CONCEPTS  AND  DEFINITIONS 

Introduction.      Successful  administration  of  the  wage  determina- 
tion function  requires  a  thorough  understanding  of  the  basic 
concepts  and  terms  in  DBRA  and  its  regulations.   In  the  following 
section,  definitions  and  explanations  are  presented  to  provide  a 
basic  understanding  of  the  elements  inherent  in  collecting  wage 
payment  data  and,  subsequently,  issuing  prevailing  wage  determi- 
nations. 

A.  Construction  Activity  Covered.       Davis-Bacon  applies  to  every 
contract  exceeding  $2,000  to  which  the  United  States  or  the 
District  of  Columbia  is  a  party  "for  construction,  alteration, 
and/or  repair,  including  painting  and  decorating,  of  public 
buildings  or  public  works."   The  word  "works"  in  the  term  "public 
works"  refers  to  improvements,  such  as  buildings,  canals,  or 
roads,  rather  than  to  progress  or  activity.   (See  regulations  29 
CFR  5.2  for  additional  information  on  the  terms  "building"  and 
"work") . 

It  is  not  necessary  that  the  Federal  government  fund  the  con- 
struction for  DBRA  provisions  to  apply.   For  example,  contracts 
for  construction  activity  with  a  Federal  interest  through  owner- 
ship participation,  loan  guarantees,  etc.,  may  be  sufficient  to 
bring  about  the  application  of  the  prevailing  wage  statutes. 

In  some  instances  a  Government  agency  (or  a  State  or  political 
subdivision  thereof)  may  perform  construction  work  under  what  is 
generally  known  as  "force  account".   In  essence,  this  is  a  "do- 
it-yourself"  type  of  construction  -  the  agency  or  grant  recipient 
decides  not  to  contract  out  the  work  but  actually  performs  it 
"in-house"  with  its  own  employees.   Such  work  is  not  subject  to 
DBRA/CWHSSA,  except  under  statutes  not  limiting  coverage  to 
employees  of  contractors  or  subcontractors  such  as  the  Public 
Works  Employment  Act  of  1977  and  the  U.S.  Housing  Act  of  1937  and 
the  Housing  Act  of  1949.   This  is  true  even  though  -  in  the  case 
of  loans  or  grants  -  the  lender  or  grantor  may  provide  as  a 
condition  that  the  construction  be  performed  in  accord  with 
DBRA/CWHSSA  stipulations  and  pay  requirements.   However,  that 
part  of  the  work  not  done  under  "force  account"  but  contracted 
out,  is  subject  to  DBRA/CWHSSA  in  the  usual  manner.   Coverage 
also  has  not  been  asserted  over  the  operation  and/or  routine 
maintenance  of  facilities.   Such  activity  is  not  covered  by  DBRA 
unless  it  is  in  the  nature  of  painting  or  repair. 


337 


Also  outside  the  scope  of  DBRA  are  contracts  with  bona  fide 
material  suppliers  or  with  manufacturers  to  produce,  supply  or 
deliver  items  to  the  construction  site.   However,  if  a  material- 
man or  supplier,  manufacturer  or  carrier  performs  work  directly 
on  the  project  site  or  undertakes  to  perform  a  portion  of  the 
contract  as  a  subcontractor,  such  as  by  establishing  a  batching 
plant,  barrow  pit,  or  similar  facility  in  the  vicinity  of  the 
project  and  dedicated  exclusively  or  almost  exclusively  to  the 
project,  his/her  mechanics  and  laborers  are  subject  to  the  wage 
rate  determination  in  the  same  manner  as  those  employed  by  any 
other  contractor  or  subcontractor. 

B-  Worker  Coverage.      DB  provisions  require  the  determination  of 
"...  the  minimum  wages  to  be  paid  various  classes  of  laborers 
and  mechanics  employed  on  projects  of  a  character  similar  to  the 
contract  work  in  the  city,  town,  village,  or  other  civil  subdivi- 
sion of  the  State  in  which  the  work  is  to  be  performed  ..." 

(1)  Laborers  and  Mechanics.    Regulations  29  CFR  5.2  (m) 
defines  the  term  "laborer"  or  "mechanic"  to  include  "at 
least  those  workers  who  use  tools  or  who  are  performing 
the  work  of  a  trade,  as  distinguished  from  mental  or 
managerial."   (Representative  mechanic  and  laborer 
classifications  are  listed  on  the  Survey  Transmittal 
Letter.) 

Regulations  29  CFR  5.5(a)(1)  stipulates  that  the  labor- 
ers and  mechanics  are  to  be  paid  "  .  .  .  the  appropri- 
ate wage  rate  and  fringe  benefits  on  the  wage  determi- 
nation for  the  classification  of  work  actually  per- 
formed, without  regard  to  skill  ..."  (emphasis 
furnished) . 

(2)  Apprentices  and  Trainees.    These  are  defined  in 
regulations  29  CFR  5.2.   "Apprentice"  refers  to  " .  . 

a  person  employed  and  individually  registered  in  a  bona 
fide  apprenticeship  progran  registered  with  the  U.S. 
Department  of  Labor,  Employment  and  Training  Adminis- 
tration, Bureau  of  Apprenticeship  and  Training,  or  with 
a  State  Apprenticeship  Agency  recognized  by  the  Bureau, 
or  a  person  in  the  first  90  days  of  probationary  em- 
ployment as  an  apprentice  in  such  an  apprenticeship 
program,  who  is  not  individually  registered  in  the 
program,  but  who  has  been  certified  by  the  Bureau  of 
Apprenticeship  and  Training  or  a  State  Apprenticeship 
Agency  (where  appropriate)  to  be  eligible  for  proba- 
tionary employment  as  an  apprentice." 
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Information  on  wage  rates  paid  to  apprentices  is  not 
solicited  nor  do  the  wage  determinations  include  ap- 
prentice classifications.   Similarly,  their  addition 
through  the  additional  classification  procedure  is  not 
necessary  or  appropriate. 

Trainee  means  "...  a  person  registered  in  a  con- 
struction occupation  under  a  program  which  has  been 
approved  in  advance  by  the  U.S.  Department  of  Labor, 
Employment  and  Training  Administration,  as  meeting  its 
standards  for  on-the-job  training  programs  and  which 
have  been  so  certified  by  that  Administration,  or  a 
person  who  has  been  certified  by  the  Secretary  of 
Transportation  under  the  Federal  Highway  Act  of  1985  as 
a  trainee."   Wage  rate  determinations  do  not  include 
trainee  classifications. 

When  employees  reported  as  apprentices  or  trainees  on  a 
covered  job  are  found  not  to  be  properly  registered 
within  the  meaning  of  the  regulations  and  the  contract 
stipulations,  they  are  entitled  to  be  compensated  as 
are  any  other  laborers  and  mechanics  employed  on  the 
job  (regardless  of  the  work  classifications  which  may 
be  listed  on  the  submitted  payrolls  and  regardless  of 
their  level  of  skill) ,  based  on  the  kind  or  classifica- 
tion of  work  they  actually  performed. 


(3)  Working  Foremen.    Survey  data  are  not  collected  for 
working  foremen.   DBRA  does  not  apply  to  workers  whose 
duties  are  primarily  administrative,  executive  or 
clerical,  rather  than  manual.   However,  regulations  29 
CFR  (5.2) (m)  states  that  working  foremen  who  spend  more 
than  20  percent  of  their  time  during  a  workweek  in 
mechanic  or  laborer  duties  are  laborers  and  mechanics 
for  the  time  so  spent,  provided  they  do  not  gualify  as 
exempt  executive  employees  (see  29  CFR  Part  541.115.) 
If  data  collected  during  a  survey  indicate  that  a 
working  foreman  devoted  more  than  20  percent  of  work 
time  during  a  workweek  to  nechanic  or  laborers  duties 
then  he/she  will  be  charted  at  the  journeyman  rate. 
(See  WAB  No.  75-7,  June  27,  1975). 

(4)  Helpers.    A  helper  classification  can  be  approved 
for  use  in  wage  determinations  only  when  certain  crite- 
ria are  present:  1)  the  use  of  helpers  is  an  estab- 
lished prevailing  practice;  2)  the  duties  of  the  helper 
must  be  clearly  defined  and  distinct  from  the  duties  of 
the  journeyman  classification;  3)  their  duties  are 
distinct  from  the  duties  of  the  laborer,  and,  4)  the 
"helper"  is  not  synonymous  with  "trainee"  in  an  infor- 
mal training  program. 
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C.  Contractual  Arrangements.      DBRA  requires  a  contractor  or 
subcontractor  to  pay  all  mechanics  and  laborers  employed  directly 
upon  the  site  of  the  work  minimum  wages  which  are  based  upon 
those  determined  by  the  Secretary  of  Labor  to  be  prevailing  in 
the  area. 

The  statutory  language  of  the  Davis-Bacon  Act  makes  it  clear  that 
Congress  intended  that  individuals  performing  the  work  of  labor- 
ers and  mechanics  on  the  construction  site  be  paid  the  prevailing 
wage  rate  "...  regardless  of  any  contractual  relationship 
which  may  be  alleged  to  exist  between  the  contractor  or  subcon- 
tractor and  such  laborers  and  mechanics  ..."   Therefore,  when 
officers/owners  of  a  subcontractor  corporation,  partnership,  or 
proprietorship,  are  themselves  performing  the  work  of  laborers 
and  mechanics,  they  are  subject  to  the  prevailing  wage  provi- 
sions, and  wage  data  on  them  are  solicited  for  Davis-Bacon  wage 
surveys. 

(1)  Prime/General  Contractor.    While  the  terms  general 
or  prime  contractor  are  sometimes  used  interchangeably, 
the  distinction  is  ordinarily  based  on  the  relationship 
to  the  project  owner.   The  general  contractor  has 
primary  responsibility  for  the  work  required  to  com- 
plete the  construction  project.   Usually,  such  work  is 
accomplished  through  the  award  and  coordination  of 
subcontracts  supervised  by  the  general  contractor. 
This  responsibility  extends  from  the  beginning  of 
construction  until  the  project  is  completed  and  turned 
over  to  the  project  sponsor  for  performance  of  the 
general  contract. 

For  very  large  projects,  the  project  sponsor  may  choose 
to  select  bids  and  award  separate  contracts  for  select- 
ed kinds  of  work,  e.g.,  elevator  installation  or  hi- 
tech  electrical  work.   Such  contracts  are  called 
"prime"  contracts.   In  such  cases,  the  project  may 
consist  of  a  general  contract  plus  one  or  more  prime 
contracts.   The  sum  of  the  values  of  these  contracts 
will  represent  the  total  value  of  the  project. 

(2)  Subcontractor.    The  subcontractor  has  a  contractual 
agreement  with  the  project's  general  or  prime  contrac- 
tor.  On  a  typical  project,  most  employees  working  on 
the  job  will  be  employees  of  subcontractors.   The 
subcontractors  usually  perform  selected  kinds  of  con- 
struction work,  e.g.,  electrical,  carpentry,  roofing, 
plumbing,  etc.   They  are  sometimes  referred  to  as 
"specialty  trade  contractors."   Occasionally,  a  subcon- 
tractor will  choose  to  perform  some  but  not  all  of  the 
work  required  by  the  subcontract,  and  will  further 
contract  (lower-tier  subcontract)  to  other  employers. 
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Whether  or  not  the  employees  who  perform  construction- 
type  work  in  connection  with  a  Federal  or  Federally- 
assisted  project  will  be  covered  by  the  labor  standard 
laws  applicable  to  such  projects  will  depend  upon  the 
nature  of  the  contract  involved  and  the  work  performed 
thereunder.   All  labor  standards  requirements  applica- 
ble to  a  general  or  prime  contract  are  by  their  terms 
required  to  be  made  equally  applicable  to  any  subcon- 
tract. 

D.  Construction  Projects.      In  the  wage  determination  process  the 
term  project  refers  to  construction  activity  as  distinguished 
from  manufacturing,  furnishing  of  materials,  or  servicing  and 
maintenance  work  away  from  the  site  of  the  work  and  consists  of 
all  construction  necessary  to  complete  a  facility  regardless  of 
the  number  of  contracts  involved  so  long  as  all  contracts  awarded 
are  closely  related  in  purpose,  time  and  place.   For  example, 
under  DB,  demolition  or  site  clearing  work  preparatory  to  con- 
struction is  considered  a  part  of  the  project. 

(1)  character  Similar.    DB,  as  amended,  requires  the 
predetermination  of  wage  rates  which  are  prevailing  on 
projects  of  a  "character  similar  to  the  contract  work." 
W-H  has  prepared  "guidelines"  (All  Agency  Memoranda  No. 
130  and  No.  131,  March  17,  1978,  and  July  14,  1978, 
respectively)  to  be  used  in  the  development  of  wage 
rate  determinations  and  by  the  contracting  agencies  in 
selecting  the  proper  schedule (s)  of  wage  rates  and 
procedures  for  applying  multiple  schedules. 

As  a  general  rule,  W-H  identifies  projects  by  construc- 
tion type  and  classifies  them  into  four  major  catego- 
ries:  Building.  Residential .  Heavy,  and  Highway.   Data 
collection  efforts  are  organized  along  these  lines, 
i.e.,  building  surveys,  heavy  surveys,  etc.,  and, 
similarly,  wage  determinations  are  issued  for  each  of 
the  four  major  classifications  of  projects.   Note, 
however,  that  the  guidelines  contained  in  All  Agency 
Memoranda  Nos.  130  and  131  concerning  classification  of 
projects  are  not  binding.   When  the  nature  of  a  project 
is  not  clear,  it  is  necessary  to  look  at  other  consid- 
erations as  well,  with  foremost  consideration  given  to 
area  practice. 

In  instances  where  prevailing  local  practice  for  a 
specific  type  of  construction  is  inappropriate  for  the 
use  of  the  standard  categories,  W-H  issues  wage  sched- 
ules for  more  specific  categories  of  construction. 
This  use  of  subcategories  is  restricted  to  the  "heavy" 
classification  of  construction,  a  catch-all  category. 
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For  example,  separate  heavy  schedules  have  been  issued 
for  dams,  water  and  sewer  line  projects,  flood  control 
projects,  dredging,  channel  stabilization,  river  work, 
shipbuilding,  water  treatment  plants,  and  well  drill- 
ing. 

In  determining  the  appropriate  schedule  to  issue,  W-H 
considers  wages  being  paid  on  similar  projects  as  an 
identification  of  the  proper  category.   It  also  applies 
the  principle  put  forth  by  the  Wage  Appeals  Board  (WAB 
Case  No.  77-23)  that  wages  are  only  one  indication  of 
the  appropriate  category  of  construction.   It  is  also 
necessary  to  look  at  other  characteristics  of  the 
project  including  the  construction  techniques,  the 
material  and  equipment  being  used  on  the  project,  the 
type  of  skills  called  for  on  the  project,  and  other 
similar  factors  which  would  indicate  the  proper  catego- 
ry of  construction.   Particular  care  is  necessary  in 
determining  the  appropriate  schedule  to  be  applied  to^ 
water  and  sewage  treatment  plants  and  similar  projects 
which  have  characteristics  of  both  heavy  and  building 
construction  (WAB  Case  No.  84-23) . 

The  purpose  of  the  wage  schedule  is  to  reflect  wage 
rates  being  paid  in  the  local  area.   In  the  great 
majority  of  cases  this  can  be  accomplished  within  the 
framework  of  the  four  major  categories  of  construction. 
These  classifications  are  defined  here  with  illustra- 
tive listings  of  the  kinds  of  projects  that  are  gener- 
ally included  with  the  classifications. 
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(a)  Building  Construction.      Building  construction 
generally  is  the  construction  of  sheltered  enclosures 
with  walk-in  access  for  the  purpose  of  housing  persons, 
machinery,  equipment,  or  supplies.   It  includes  all 
construction  of  such  structures,  the  installation  of 
utilities  and  the  installation  of  equipment,  both  above 
and  below  grade  level  as  well  as  incidental  grading, 
utilities  and  paving,  unless  there  is  an  established 
area  practice  to  the  contrary.   Additionally,  such 
structures  need  not  be  "habitable"  to  be  building 
construction.   The  installation  of  heavy  machinery 
and/or  equipment  may  not  change  the  project's  character 
as  a  building  (WAB  Case  No.  84-23) . 


Alterations  and  additions  to 

nonresidential  buildings 
Apartment  buildings  (5  stories 

and  above) 
Arenas  (enclosed) 
Auditoriums 

Automobile  parking  garages 
Banks  and  financial  buildings 
Barracks 
Churches 
Hospitals 
Hotels 

Industrial  buildings 
Institutional  buildings 
Libraries 
Mausoleums 
Motels 
Museums 

Nursing  and  convalescent  facilities 
Office  buildings 
Out-patient  clinics 
Passenger  and  freight  terminal 

buildings 
Police  stations 
Post  offices 


City  halls 

Civic  centers 

Commercial  buildings 

Court  houses 

Detention  facilities 

Dormitories 

Farm  buildings 

Fire  stations 

Power  plants 

Prefabricated 
buildings 

Remodeling  buildings 

Renovating  buildings 

Repairing  buildings 

Restaurants 

Schools 

Service  stations 

Shopping  centers 

Stores 

Subway  stations 

Theaters 

Warehouses 

Water  and  sewage 
treatment  plants 
(building  only) 
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(b)  Residential  Construction.      Residential  projects 
for  DBRA  purposes  are  those  involving  the  construction, 
alteration,  or  repair  of  single  family  houses  or  apart- 
ment buildings  of  no  more  than  four  (4)  stories  in 
height.   This  includes  all  incidental  items  such  as 
site  work,  parking  areas,  utilities,  streets  and  side- 
walks, unless  there  is  an  established  area  practice  to 
the  contrary. 

Town  or  Row  houses 

Apartment  buildings  (4  stories  or  less) 

Single  family  houses 

Mobile  home  developments 

Multi-family  houses 

Student  housing 

For  Davis-Bacon  purposes  the  exterior  height  of  resi- 
dential buildings  in  terms  of  stories  is  a  primary 
consideration.   Therefore,  when  there  is  a  guestion 
regarding  the  distinction  between  "residential"  and 
"building",  the  following  criteria  will  apply  in  order 
to  determine  a  residential  building's  height;  (WAB  Case 
No.  85-11)  . 

First  storv  (First  Floor) 

A  lowermost  story  is  considered  a  first  story  (floor)  if  it 

a)  primarily  above  exterior  grade  on  one  or  more  sides,  and 

b)  contains  at  least  50%  living  accommodations  or  related 
nonresidential  uses  (laundry  space,  recreation/hobby  rooms, 
commercial  use,  and/or  corridor  space) . 

A  lowermost  story  is  considered  a  first  story  (floor)  with- 
out regard  to  a  percentage  test  if  it  is  primarily  above 
ground  on  two  or  more  sides. 

A  lowermost  story  is  considered  a  first  story  (floor)  if  it 
contains  the  main  entrance  to  the  building. 

A  lowermost  story  is  considered  a  first  story  (floor)  with- 
out regard  to  exterior  grade  if  it  is  used  for  apartment 
space  in  a  way  substantially  similar  to  the  upper  floors. 

Basement 

Stories  below  grade  used  for  storage,  parking,  mechanical 
systems/equipment,  etc.,  are  considered  basement  stories 
which  are  not  used  in  determining  a  building's  height. 
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Attic 

An  attic  is  unfinished  space  located  immediately  below  the 
roof.   Such  space  is  not  used  in  determining  a  building's 
height  even  if  used  for  storage  purposes. 

Half-Storv 

A  half-story  over  the  building's  fourth  story  would  preclude 
a  residential  classification.   A  half-story  is  a  story 
finished  as  living  accommodations  located  wholly  or  partial- 
ly within  the  roof  frame  with  floor  space  at  least  half  as 
large  as  the  story  below.   (Space  with  less  than  5  feet 
clear  headroom  shall  not  be  considered  as  floor  area.) 

Top  Story 

The  top  story,  not  finished  for  living  accommodations, 
between  the  uppermost  floor  and  the  ceiling  or  the  roof 
above,  with  floor  space  as  large  as  the  story  below,  is 
considered  a  story  for  purposes  of  determining  a  building's 
height. 
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(c)  Heavy  Construction.      Heavy  projects  are  those  that 
are  not  properly  classified  as  either  "building", 
"highway",  or  "residential".   Unlike  these  classifica- 
tions, heavy  construction  is  not  a  homogenous  classifi- 
cation.  Because  of  its  catch-all  nature,  projects 
within  the  heavy  classification  may  sometimes  be  dis- 
tinguished on  the  basis  of  their  particular  project 
characteristics,  and  separate  schedules  issued. 


Antenna  towers 

Bridges  (major  bridges  designed 

for  commercial  navigation) 
Breakwaters 
Caissons  (other  than  building  or 

highway) 
Canals 
Channels 

Channel  cut-offs 
Chemical  complexes  or  facilities 

(other  than  buildings) 
Cofferdams 
Coke  ovens 
Dams 
Demolition  (not  incidental  to 

construction) 
Dikes 
Docks 

Drainage  projects 
Dredging  projects 
Electrification  projects 

(outdoor) 
Flood  control  projects 
Industrial  incinerators 

(other  than  building) 
Irrigation  projects 
Jetties 
Kilns 
Land  drainage  (not  incidental 

to  other  construction) 
Land  leveling  (not  incidental 

to  other  construction) 
Land  reclamation 
Levees 
Locks,  waterways 


Oil  refineries 

Pipe  lines 

Ponds 

Pumping  stations 

(prefabricated 
drop-in  units) 
Railroad  construction 
Reservoirs 
Revetments 
Sewage  collection  and 

disposal  lines 
Sewers  (sanitary, 

storm,  etc.) 
Shoreline  maintenance 

Ski  tows 
Storage  tanks 
Swimming  pools  (out- 
door) 
Subways  (other  than 

buildings) 

Tipples 
Tunnels 
Unsheltered  piers  and 

wharves 
Viaducts  (other  than 

highway) 
Water  mains 
Waterway  construction 
Water  supply  lines  (not 

incidental  to  building) 
Water  and  sewage 

treatment  plants  (other 

than  buildings) 
Wells 
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(d)  Highway  Construction.      Highway  projects  include 
the  construction,  alteration  or  repair  of  roads, 
streets,  highways,  runways,  taxiways,  alleys,  trails, 
paths,  parking  areas,  and  other  similar  projects  not 
incidental  to  building  or  heavy  construction. 


Alleys 

Base  courses 

Bituminous  treatments 

Bridle  paths 

Concrete  pavement 

Curbs 

Excavation  and  embankment 

(for  road  construction) 
Fencing  (highway) 
Grade  crossing  elimination 

(overpasses  or  underpasses) 
Guard  rails  on  highway 
Highway  signs 
Highway  bridges  (overpasses; 

underpasses;  grade  separation) 
Medians 


Parking  lots 

Parkways 

Resurfacing  streets  and 

highways 
Roadbeds 
Roadways 
Shoulders 

Stabilizing  courses 
Storm  sewers  incidental 

to  road  construction 
Street  Paving 
Surface  courses 
Taxiways 
Trails 


(e)  Multiple  Categories.    In  some  cases  a  project 
includes  construction  items  that  in  themselves  encom- 
pass different  categories  of  construction.   Generally, 
a  project  is  considered  mixed  and  a  "multiple  schedule" 
issued  if  the  construction  items  are  substantial  in 
relation  to  project  cost  —  more  than  20  percent.   Only 
one  schedule  is  issued  if  construction  items  are  "inci- 
dental" in  conjunction  with  the  over-all  character  of  a 
project  (e.g.,  paving  of  parking  lots  or  an  access  road 
on  a  building  project) ,  and  if  there  is  not  a  substan- 
tial amount  of  construction  in  the  second  category. 
Such  determinations  may  be  influenced  by  relevant  area 
practices. 

Note,  however,  that  20  percent  is  a  rough  guide.   For 
example,  when  a  project  is  very  large,  items  of  work  of 
a  different  character  may  be  sufficiently  substantial 
to  warrant  a  separate  schedule  even  though  these  items 
of  work  do  not  amount  to  20  percent  of  the  total  pro- 
ject cost.   If  the  dollar  value  for  a  specific  item  of 
work,  i.e.  parking  area,  site  preparation,  etc.,  is 
$1,000,000  or  more  than  a  separate  schedule  of  wage 
rates  for  that  item  of  work  would  be  warranted. 
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(2)  Site  of  the  Work.   A  basic  characteristic  of  the 
construction  industry  is  the  continual  shift  in  the 
site  of  employment.   The  Davis-Bacon  Act  provides  that 
prevailing  wages  are  to  be  paid  to  " .  .  .  all  mechanics 
and  laborers  employed  directly  upon  the  site  of  the 
work  .  .  .  "  (emphasis  furnished) .   The  regulations  29 
CFR  5.2(1)  define  the  site  of  work  as  "...limited  to 
the  physical  place  or  places  where  the  construction 
called  for  in  the  contract  will  remain  when  work  on  it 
has  been  completed.  .  ."  and  other  adjacent  or  nearby 
property  used  in  the  construction,  as  explained  below. 

Fabrication  plants,  mobile  factories,  batch  plants, 
barrow  pits,  job  headquarters,  tool  yards,  etc.  are 
part  of  the  "site  of  work"  provided  they  are  dedicated 
exclusively,  or  nearly  so,  to  performance  of  the  con- 
tract or  project,  and  are  so  located  in  proximity  to 
the  actual  construction  location  that  it  would  be 
reasonable  to  include  them. 

On  the  other  hand,  regulations  29  CFR  5.2(b)(1)  stipu- 
lates that  not  included  in  the  site  of  work  are  "... 
permanent  home  offices,  branch  plant  establishments, 
fabrication  plants,  and  tool  yards  of  contractors  or 
subcontractors  whose  locations  and  continuance  in 
operations  are  determined  wholly  without  regard  to  a 
particular  Federal  or  federally  assisted  contract  or 
project.   In  addition,  fabrication  plants,  batch 
plants,  barrow  pits,  job  headquarters,  tool  yards, 
etc. ,  of  commercial  suppliers  or  materialmen  which  are 
established  by  suppliers  of  materials  for  the  project 
before  opening  of  bids  and  not  on  the  project  site,  are 
not  included  in  the  "site  of  work".   Such  permanent, 
previously  established  facilities  are  not  a  part  of  the 
"site  of  the  work",  even  where  the  operations  for  a 
period  of  time  may  be  dedicated  exclusively,  or  nearly 
so,  to  the  performance  of  a  contract. 

Certain  related  acts,  including  the  U.S.  Housing  Acts 
of  1937  and  1949,  cover  all  workers  employed  in  the 
"development"  of  the  project  without  restriction  to  the 
site  of  the  work. 
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E.  Prevailing  Rates.    The  advertised  specifications  for  every 
contract  in  excess  of  $2,000  to  which  the  United  States  or  the 
District  of  Columbia  is  a  party  for  construction,  alteration 
and/or  repair  are  required  to  contain  a  provision  stating  the 
minimum  wages  to  be  paid  various  classes  of  laborers  and  mechan- 
ics.  These  rates  are  to  be  based  upon  the  wages  that  the  Secre- 
tary of  Labor  determines  to  be  prevailing  for  the  corresponding 
classes  of  laborers  and  mechanics  employed  on  projects  of  a 
character  similar  to  the  contract  work  in  the  area  in  which  the 
work  is  to  be  performed. 

Regulations,  29  CFR  1.2(a)(1)  define  "prevailing  wage"  as  .  .  . 
"the  waae  paid  to  the  majority  (more  than  50  percent)  of  the 
laborers  or  mechanics  in  the  classification  on  similar  projects 
in  the  area  during  the  period  in  question.   If  the  same  wage  is 
not  paid  to  a  majority  of  those  employed  in  the  classification. 
the  'prevailing  wage'  shall  be  the  average  of  the  wages  paid. 
weighted  by  the  total  employed  in  the  classification."  (emphasis 
furnished) 

At,  29  CFR  5.2 (p)  wages  are  defined  further  as  " .  .  .  the  basic 
hourly  rate  of  pay;  any  contribution  irrevocably  made  by  a 
contractor  or  subcontractor  to  a  trustee  or  to  a  third  person 
pursuant  to  a  bona  fide  fringe  fund,  plan,  or  program;  and  the 
rate  of  costs  to  the  contractor  or  subcontractor  which  may  be 
reasonably  anticipated  in  providing  bona  fide  benefits  to  labor- 
ers and  mechanics  pursuant  to  an  enforceable  commitment  to  carry 
out  a  financially  responsible  plan  or  program,  which  was  communi- 
cated in  writing  to  the  laborers  and  mechanics  affected." 

The  1964  amendment  of  the  DB  Act  which  expanded  the  meaning  of 
"wages"  to  include  fringe  benefits  enumerated  the  following 
fringes  as  bona  fide  and  falling  within  the  term  "wages": 
medical  or  hospital  care,  pensions  or  retirement  or  death  pay- 
ments, compensation  for  injuries  or  illness  resulting  from 
occupational  activity;  or  insurance  to  provide  any  of  the  forego- 
ing .  .  unemployment  benefits,  life  insurance,  disability  and 
sickness  insurance,  or  accident  insurance  .  .  vacation  and 
holiday  pay  .  .  defraying  costs  of  apprenticeship  or  other 
similar  programs  or  for  other  bona  fide  fringe  benefits  .  . 
. "Fringe  benefits  as  defined  by  the  Act  and  the  regulations  do 
not  include  benefits  required  by  other  Federal.  State,  or  local 
law,  e.g..  unemployment  insurance  (UI)  contributions  and  Social 
Security. 
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(1)  Peak  Week.    In  determining  prevailing  wages  W-H 
utilizes  a  "peak  week"  survey  concept  to  ensure  that 
wage  and  fringe  benefit  data  obtained  from  employers 
reflect  a  payroll  period  during  which  the  greatest 
number  of  workers  in  each  classification  are  used  on 
the  project  (employed  by  general,  prime,  or  subcontrac- 
tors) .   The  survey  solicits  the  number  of  employees 
paid  at  each  given  rate  during  the  peak  week. 

F.  Determination  of  Wage  Rates.      DBRA  provides  for  the  determi- 
nation of  the  minimum  wage  and  fringe  benefits  to  be  paid  various 
classes  of  laborers  and  mechanics  employed  on  federally  funded 
construction  projects.   Responsibility  for  measuring  prevailing 
rates  and  the  issuance  of  wage  determinations  rests  with  W-H's 
Branch  of  Construction  Wage  Determinations. 

(1)  Wage  Determinations.    A  "wage  determination"  is  the 
listing  of  wage  and  fringe  benefit  rates  for  each 
classification  of  laborers  and  mechanics,  which  the 
Administrator  has  determined  to  be  prevailing  in  a 
given  area  and  type  of  construction.   W-H  issues  two 
types  of  wage  determinations  -  general  determinations, 
also  known  as  area  determinations,  and  project  determi- 
nations.  The  term  "wage  determination"  is  defined  in 
the  regulations,  29  CFR  5.2(q)  as  including  not  only 
the  original  decision  but  "...  any  subsequent  deci- 
sions modifying,  superseding,  correcting,  and  otherwise 
changing  the  provisions  of  the  original  decision." 

(a)  General   Wage  Determinations.    Such  de- 
terminations are  published  in  the  publication 
General  Wage  Determinations  Issued  Under  the 
Davis-Bacon  and  Related  Acts,  with  notice  in 
the  Federal  Register  and  reflect  those  rates 
determined  by  W-H  to  be  prevailing  in  a  spe- 
cific geographic  area  for  the  type  of  con- 
struction described.   The  general  wage  deter- 
minations contain  no  expiration  date  and  re- 
main in  effect  until  modified,  superseded,  or 
withdrawn. 

If  a  contracting  agency  has  a  proposed  con- 
struction pro)ect  to  which  a  general  determi- 
nation would  be  applicable,  the  published 
determination  may  be  used  by  the  contracting 
agency  without  consulting  the  Department  of 
Labor. 
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(b)  Project  Wane  Determinations.    These  are 
issued  at  the  specific  request  of  a  contract- 
ing agency;  are  applicable  to  the  named  pro- 
ject only;  and  expire  180  calendar  days  from 
the  date  of  issuance  unless  an  extension  of 
the  expiration  date  is  requested  by  an  agency 
and  approved  by  the  Administrator  of  the  Wage 
and  Hour  Division.   If  such  a  determination 
is  not  used  in  the  period  of  its  effective- 
ness  it  is  void  unless  an  extension  is 
granted  by  the  Administrator.   Project  deter- 
minations are  issued  in  response  to  contract- 
ing agencies  submitting  an  SF-308. 

(C)  Installation  Wage   Determinations .  These 
decisions  are  project  type  wage  determina- 
tions issued  to  a  contracting  agency  on  a 
reguest  basis.   They  are  generally  issued  for 
large  military  installations  involved  in  the 
letting  of  a  number  of  construction  contracts 
in  order  to  eliminate  the  issuance  of  many 
individual  determinations.   As  with  project 
determinations  as  a  whole,  installation  de- 
terminations are  not  issued  in  areas  covered 
by  a  general  determination. 

(d)  Special    Project    Decisions.    Such  deci- 
sions are  issued  to  a  contracting  agency  that 
failed  to  include  the  required  wage  decision 
in  the  contract  package.   A  special  project 
determination  reflects  the  rates  effective  on 
the  date  of  contract  award  and  is  retroactive 
to  that  date.   In  the  case  of  contracts  en- 
tered into  pursuant  to  the  National  Housing 
Act,  the  effective  elite  of  the  decision  is 
the' same  as  the  date  ot  the  beginning  of 
construction,  or  initial  endorsement  of  the 
mortgage,  whichever  is  earlier. 

(2)   Post  Determination   Actions,  Project/general  wage 
determinations  may  be  modified  from  time  to  time  to 
keep  them  current,  correct  erroneous  wage  determina- 
tions or  for  other  purposes.   (See  29  CFR  1.6). 
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(a)  Modifications .  These  are  issued  to  bring 
up  to  date  some  provisions  of  the  original 
determination  and  are  generally  limited  to 
one  or  a  few  particular  crafts  or  job  classi- 
fications.  Modifications  of  wage  determina- 
tions are  effective  if  received  by  the  con- 
tracting agency  or  published  prior  to  con- 
tract award  (or  the  start  of  construction  if 
there  is  no  contract  award) .   In  the  case  of 
contracts  entered  into  pursuant  to  compet- 
itive bidding,  however,  if  receipt  or  publi- 
cation occurs  less  than  10  days  prior  to  bid 
opening,  and  the  agency  finds  that  there  is 
not  sufficient  time  still  available  before 
bid  opening  to  notify  bidders  of  the  modifi- 
cation, it  may  be  disregarded.   In  the  case 
of  projects  assisted  under  the  National  Hous- 
ing Act  (or  Section  8  of  the  U.S.  Housing  Act 
of  1937) ,  modifications  shall  be  effective  if 
received  or  published  prior  to  beginning  of 
construction  or  prior  to  the  initial  endorse- 
ment of  the  project  (or  the  date  of  execution 
of  the  housing  assistance  payments  contract) , 
whichever  comes  first.   If  a  contracting 
officer  chooses  to  disregard  a  modification, 
a  report  of  this  action  shall  be  inserted  in 
the  contract  file  and  made  available  to  the 
Administrator  upon  request.   Modifications 
have  the  same  expiration  dates  as  the  origi- 
nal determinations. 

If  a  contract  has  not  been  awarded  within  90 
days  after  bid  opening,  or  in  case  of  pro- 
jects under  the  National  Housing  Act  or  Sec- 
tion 8  of  the  U.S.  Housing  Act  of  1937,  con- 
struction has  not  begun  90  days  after  initial 
endorsement  or  the  signing  of  the  agreement 
to  enter  into  a  housing  assistance  payments 
contract,  any  modifications  published  to  a 
general  wage  determination  prior  to  award  of 
the  contract  or  beginning  of  construction 
shall  be  effective  with  respect  to  that  con- 
tract unless  the  agency  requests  and  obtains 
an  extension  of  the  90-day  period  from  the 
Administrator.   (See  29  CFR  1.6(3) (iv)). 
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(b)  Supersedeas  Wage  Determinations.    These 
are  issued  to  bring  up  to  dat^  the  provisions 
of  original  decisions  and  generally  involve 
changes  or  corrections  in  a  large  number  of 
crafts  or  job  classifications  as  opposed  to  a 
"modification"  which  usually  involves  only 
limited  change.   Supersedeas  decisions  af- 
fecting both  project  and  ,^ieral  determina- 
tions are  effective  under  the  same  circum- 
stances as  "modifications".   (See  (2) (a) 
above) .   However,  the  difference  between  a 
modification  and  a  supersedeas  is  that  the 
modification  allows  the  old  decision  to  re- 
main active  and  changes  only  a  few  of  the 
rates,  whereas  the  latter  supersedes  the  old 
decision  and,  therefore,  the  old  decision 
cannot  thereafter  be  used  by  the  agency.   A 
modification  carries  the  old  decision  number 
and  a  supersedeas  carries  a  new  number. 
Neither  modifications  nor  supersedeas  extend 
the  life  of  the  original  decision. 


(c)  Letters  of  Inadvertence.  These  letters 
are  issued  to  correct  inadvertent  errors  in 
the  written  text  of  a  wage  determination. 

The  sole  purpose  is  to  correct  wage  schedules 
so  that  the  wage  determination  will  accurate- 
ly reflect  the  actual  rates  prevailing  in  the 
locality  at  the  time  the  wage  determination 
was  issued.   Letters  of  inadvertence,  autho- 
rized by  29  CFR  1.6(d),  are  used  to  correct 
errors  due  to  transposition  of  rates  and 
other  clerical  mistakes  made  in  processing 
the  schedule;  they  are  not  used  to  correct 
errors  in  judgment.   The  corrections  are 
reguired  to  be  included  in  the  contract, 
retroactively  to  the  start  of  construction. 

(d)  Incorrect  Wage  Determination:   Before 
Contract   Award.       If  written  notification  is 
received  from  W-H  any  time  prior  to  contract 
award,  or  the  start  of  construction  where 
there  is  no  contract  award,  that  the  bid 
documents  contain  the  wrong  wage  schedule,  or 
that  a  wage  determination  is  withdrawn  be- 
cause of  a  decision  by  the  Wage  Appeals 
Board,  such  schedule  or  wage  determination 
shall  no  longer  be  valid  and  may  not  be  used 
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— regardless  of  whether  bid  opening  (or 
initial  endorsement  or  the  signing  of  a  hous- 
ing assistance  payments  contract)  has 
occurred. 


(e)  Lack  of  Valid  Wage  Determination:   After 
Contract  Award.      If  a  contract  is  awarded 
without  a  wage  determination  or  the  wage 
determination  on  its  face  or  by  the  terms  of 
the  regulations  is  clearly  inapplicable,  or 
if  an  erroneous  wage  determination  was  issued 
because  the  contracting  agency  submitted  an 
inaccurate  description  of  the  project  or  its 
location,  W_H  may  issue  a  wage  determination 
after  contract  award  or  the  beginning  of 
construction.   Under  these  circumstances,  the 
agency  is  required  to  terminate  and  resolicit 
the  contract,  or  incorporate  the  valid  wage 
determination  retroactively  to  the  beginning 
of  construction,  as  appropriate  under  pro- 
curement law.   The  contractor  is  to  be  com- 
pensated for  any  resulting  increase  in  wages. 


(f )  Additional   Classifications   -  Confor- 
mances.   29  CFR  5.5(a) (1) (ii)  specifies  that 
the  contracting  officer  is  to  require  that 
any  class  of  laborers  or  mechanics  which  is 
not  listed  in  the  applicable  wage  determina- 
tion but  which  is  to  be  employed  under  the 
contract  is  to  be  classified  in  "conformance" 
with  the  wage  determination. 

A  specific  conformance  procedure  has  been 
provided  through  which  the  contracting  agency 
may  request  that  an  additional  classification 
be  added  to  a  given  wage  determination. 
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Mr.  Anderson.  There  are  measures  in  place,  as  you  can  well 
imagine,  that  guide  field  staff. 

Mr.  ISTOOK.  I'm  talking  about  any  that  are  different,  that  have 
changed  since  the  Oklahoma  problem  surfaced. 

Mr.  Anderson.  Yes.  But  I  think  that  in  the  wake  of  the  Okla- 
homa problem,  the  staff  was  advised  and  reaffirmed  on  the  proper 
procedures  to  apply  in  analyzing  wage  information  that  is  collected 
in  the  process  of  conducting  the  survey.  Secondly,  on  the  verifica- 
tion of  third  party  submissions,  this  is  data  that  is  sent  in  by  third 
parties  when  the  surveys  are  being  conducted,  there  is  a  new  pro- 
cedure in  place  now  that  requires  a  review  of  a  sample  of  10  per- 
cent of  the  data  that  comes  in  to  be  sure  that  it  is  correct,  accurate 
information;  that  is,  it  is  verified  by  going  back  to  the  source  and 
checking  alternative  sources  to  be  sure  that  the  information  is  ac- 
curate. The  staff  in  Texas  and  in  fact  around  the  country  that  con- 
duct prevailing  wage  surveys  were  retrained,  the  guidelines  that 
should  have  been  applied  were  reemphasized. 

In  fact,  in  the  Oklahoma  case,  two  things  happened.  One  was 
that  unfortunately  the  standards  and  measures  that  should  have 
been  applied  in  conducting  verification  of  third  party  information 
were  not  applied  to  the  degree  that  is  consistent  with  the  way 
these  surveys  should  be  conducted.  Secondly,  there  was  the  erro- 
neous classification  of  some  of  the  occupational  data  put  in  one 
type  of  construction  rather  than  another  construction  type.  This  is 
a  matter  of  human  error  which  through  training  and  reemphasiz- 
ing  the  guidelines  I  think  can  be  corrected. 

Mr.  ISTOOK.  I  thank  you  for  that.  It  is  those  internal  documents 
that  reflect  what  was  told  to  the  employees  and  so  forth  that  I 
would  like  copies  of. 

Mr.  Anderson.  We'll  provide  that  to  you. 

Mr.  ISTOOK.  Thank  you  very  much.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Istook.  Mrs.  Lowey,  we're  going  to 
give  you  equal  time  here.  You'll  have  fifteen  minutes  if  you'd  like. 

IMPACT  OF  REGULATIONS 

Mrs.  LOWEY.  Thank  you  very  much,  Mr.  Chairman.  Welcome  Ms. 
Metzler  and  thank  you  for  your  presentation.  Ms.  Metzler,  we  hear 
very  often  not  just  in  this  committee,  but  in  our  community,  about 
the  impact  of  some  of  the  regulations  on  small  business  and  it 
makes  it  difficult  for  them  to  conduct  their  business.  They  feel  that 
very  often  these  regulations  are  a  burden,  and  I'm  certainly  going 
to  discuss  this  issue  with  Joe  Dear  later  on.  But  outside  of  OSHA, 
I  would  be  interested  to  know  what  efforts  the  department  has 
taken  to  ease  the  burdens  of  various  worker  protection  regulations 
on  small  business?  Could  you  address  this  issue,  Ms.  Metzler,  along 
with  anyone  else  who  cares  to  comment.  I  think  it  is  important 
that  we  know  the  specific  actions  you've  taken  to  help  small  busi- 
ness. 

Ms.  Metzler.  I  think  the  Department,  as  part  of  its  reinvention 
efforts,  has  really  carefully  reviewed  all  of  its  regulations  and  poli- 
cies and  the  way  we've  been  going  about  enforcement  to  see  how 
we  can  simultaneously  enforce  the  laws  and  be  more  customer 
friendly.  Part  of  what  we  have  done  is  meet  with  stakeholders  and 
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small  businesses  to  see  how  we  can  reinvent  our  processes  so  that 
we  can  be  more  responsive  to  the  needs  of  our  customers. 

I  think  that  it  may  be  useful  for  either  Mr.  Anderson  or  Olena 
Berg  to  address  what  has  happened  in  their  respective  agencies. 
But  we  have  made  a  very  serious  effort  in  developing  customer 
service  standards  and  in  reviewing  our  regulations  to  make  them 
both  simpler  in  terms  of  language,  and  less  complex. 

Ms.  Berg.  Thank  you.  I  guess  we  can  offer  our  agency  as  one  ex- 
ample of  the  kinds  of  things  that  we're  looking  at  and  trying  to  do 
to  make  the  system  easier,  particularly  for  small  businesses.  So,  for 
example,  one  program  that  we  have  initiated  is  a  voluntary  compli- 
ance program  for  people  who  have  had  problems  with  reporting  on 
the  form  5500  which  is  required  by  law  and  is  a  fairly  complicated 
process.  What  that  program  allows  people  to  do  who  realize  that 
they  are  out  of  compliance  is  come  in,  have  fees  of  up  to  $17,000 
a  year  waived,  get  back  in  compliance  and  move  on  from  there.  In 
the  last  year,  we've  had  about  1,000  small  businesses  come  in  and 
take  advantage  of  that  program. 

Mrs.  Lowey.  May  I  just  say  at  that  point  that  it  would  .be  very 
helpful  for  me,  and  I'm  sure  this  committee,  if  you  can  give  us  spe- 
cifics on  that — the  examples  of  businesses,  I  don't  know  if  you  want 
to  go  through  all  1,000,  but  a  good  example  of  the  kind  of  situa- 
tions that  have  been  resolved. 

Ms.  Berg.  Certainly.  We'll  get  you  a  representative  sample. 

[The  information  follows:] 

Examples  of  How  the  DFVC  Program  Has  Helped  Small  Businesses 

To  put  this  issue  in  context  it  is  helpful  to  provide  a  little  background  about  the 
reporting  compliance.  ERISA  requires  benefit  plan  administrators  to  file  timely  re- 
ports. The  importance  of  compliance  with  ERISA's  reporting  and  disclosure  require- 
ments cannot  be  overstated.  Information  contained  in  these  reports  provides  the  De- 
partment and  plan  participants  with  the  only  source  of  information  with  which  to 
protect  the  hard  earned  benefits  of  workers  and  their  families.  This  information 
among  other  things,  allows  the  Department  to  target  potential  violators  of  ERISA, 
gather  statistics  on  the  types  of  benefits  provided  to  workers,  and  gives  the  Depart- 
ment information  it  must  address  when  considering  regulatory  and  legislative  pro- 
posals related  to  employee  benefits.  Timely  filing  greatly  increases  the  Department's 
ability  to  protect  participants'  benefits.  Congress  recognized  the  importance  of  these 
requirements  to  the  protection  of  benefits  by  authorizing  the  Secretary  of  Labor  to 
assess  civil  penalties  for  failure  to  file  timely  or  satisfactory  reports  of  up  to  $1,000 
per  day. 

Although  the  Department  may  assess  up  to  $1,000  per  day  for  failure  to  file  an- 
nual reports  when  due,  as  a  policy  matter,  we  assess  late  filers  $50  per  day.  This 
still  can  be  a  substantial  penalty,  especially  for  small  businesses.  The  Delinquent 
Filer  Voluntary  Compliance  (DFVC)  program  was  instituted  in  April,  1995  to  allow 
filers  to  file  overdue  reports  voluntarily  while  substantially  reducing  their  late  filing 
penalties. 

Under  the  DFVC  program,  administrators  of  large  plans  with  over  100  partici- 
pants pay  $5,000  per  filing  if  over  a  year  late  or  up  to  $2,500  if  late  one  year  or 
less.  Administrators  of  small  plans,  those  with  under  100  participants,  pay  $2,000 
if  over  a  year  later  and  up  to  $1,000  if  late  less  than  a  year.  The  penalties  for  small 
plans  were  reduced  in  recognition  of  the  fact  that  the  majority  of  these  plans  are 
maintained  by  small  businesses.  These  filers  can  reduce  their  penalties  by  as  much 
as  $17,000  per  return  under  the  DFVC  program. 

The  response  to  the  DFVC  program  from  the  small  business  community  has  been 
encouraging.  To  date,  over  1,000  such  filers  have  taken  advantage  of  the  program 
to  resolve  their  delinquent  filing  situations.  While  filers  who  submit  returns  under 
the  program  are  not  required  to  give  explanations,  we  have  received  a  number  of 
letters  over  the  past  year  from  small  businesses  which  give  some  indication  of  the 
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kinds  of  situations  that  have  been  resolved  as  a  result  of  the  program.  Some  rep- 
resentative examples  are: 

An  Illinois  welding  company  that  contacted  a  number  of  banks  in  its  area  for 
help  in  establishing  a  profit  sharing  plan  in  1993  selected  a  bank  that  advised 
the  company  that  it  would  take  care  of  all  of  the  plan's  paper  work.  After  the 
plan  was  set  up,  however,  the  bank  did  not  file  the  plan's  annual  reports.  The 
company  only  learned  it  was  responsible  for  the  filings  after  it  sought  informa- 
tion about  plan  contributions  following  a  bank  merger.  Once  the  company  dis- 
covered it  had  a  filing  obligation,  it  filed  its  late  returns  under  the  DFVC  pro- 
gram. While  lack  of  knowledge  of  ERISA's  requirements  is  not  an  excuse  for 
failing  to  file  reports  when  due,  the  company's  penalty  was  reduced  to  $3,000 
as  a  result  of  the  program. 

A  northeastern  food  distribution  company  that  experienced  financial  difficul- 
ties that  led  to  a  change  in  ownership  and  employee  turnover  in  the  early 
1990's  found  that  it  lacked  the  expertise  and  staff  to  handle  its  reporting  com- 
pliance requirements.  When  the  company  finally  discovered  it  had  failed  to  file 
required  returns,  it  submitted  the  filings  for  the  years  in  question  under  the 
DFVC  program  for  a  total  of  $3,000,  instead  of  the  larger  penalties  that  it  could 
have  been  assessed,  and  retained  an  accounting  firm  to  help  ensure  future  com- 
pliance. 

A  Virginia  company  that  adopted  a  benefit  plan  but  had  no  prior  experience 
of  any  kind  with  qualified  plans  engaged  a  certified  public  accountant  to  admin- 
ister its  plan.  The  accountant,  through  an  oversight,  failed  to  file  the  company's 
return  when  due.  Reliance  upon  a  service  provider  does  not  exempt  a  plan  ad- 
ministrator from  the  requirement  to  file  timely  reports,  however,  the  company 
was  able  to  use  the  DFVC  program  to  reduce  its  penalty  amount  to  $1,000. 
As  these  representative  examples  illustrate,  many  small  business  filers  who  want 
to  comply  with  the  law  may  not  be  aware  of  their  reporting  responsibilities  or  may 
get  bad  advice  from  their  professional  advisors.  The  DFVC  program  assists  them  by 
greatly  reducing  the  financial  hardship  of  voluntary  compliance  while  at  the  same 
time  allowing  the  Department  to  get  the  filing  information  it  needs  to  protect  the 
employee  benefits  of  plan  participants  and  beneficiaries. 

Ms.  Berg.  Another  thing  that  we're  recognizing  as  these  forms 
come  in  is  that  we  see  the  kinds  of  mistakes  that  are  frequently 
made.  Rather  than  have  a  program  where  we  go  out  in  an  enforce- 
ment way  to  deal  with  it,  we  thought  why  don't  we  go  out  to  the 
practitioners  before  they  turn  the  forms  in  and  conduct  seminars 
that  help  them  avoid  the  common  errors.  So  we  initiated  a  program 
last  year  where  we  went  out  to  six  different  cities  around  the  coun- 
try and  had  these  kind  of  full-day  seminars  for  people  who  need  to 
fill  out  the  forms.  This  year,  we're  doing  16  cities.  We  have  been 
very,  very  pleased  with  the  results  of  that  and  we  think  it  will  end 
up  with  more  people  being  in  compliance  in  the  first  place. 

Mrs.  LOWEY.  Before  you  get  to  the  next  example,  have  you  looked 
at  the  forms  and  rather  than  having  the  16  seminars  in  how  to  use 
the  forms,  has  there  been  any  action  in  simplifying  the  forms? 
Maybe  it  is  the  form's  problem  and  not  the  person  out  in  the  field's 
problem. 

Ms.  BERG.  Absolutely.  Indeed,  we  have  been  working  for  about 
the  last  year  with  the  Pension  Benefit  Guaranty  Corporation  and 
the  IRS  for  a  major  restructuring  of  the  form  5500  to  do  exactly 
that  and  particularly  to  simplify  it  for  small  businesses.  That  is  un- 
derway right  now. 

Another  example  of  what  we're  doing  to  try  and  assist  small 
businesses  is  in  the  401(k)  fraud  program  that  we've  undertaken 
in  the  last  year.  What  we  found  is  that  there  were  people  who  mis- 
understood the  regulations  and  were  out  of  compliance  because  of 
that  misunderstanding;  for  example,  they  misinterpreted  the  regu- 
lations to  assume  that  they  had  more  time  than  they  actually  did 
to  put  funds  into  the  plan.  So  we  instituted  a  six-month  pension 
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payback  program  where,  as  long  as  they  return  the  monies  to  the 
pension  plan  along  with  the  lost  earnings  for  participants,  we  won't 
impose  any  civil  penalties.  We  worked  cooperatively  with  the  De- 
partment of  Justice  in  developing  this  program  and  they  agreed 
that  there  would  not  be  criminal  sanctions.  So,  again,  this  is  in- 
tended for  people,  particularly  small  businesses,  who  may  have  run 
afoul  of  the  law  to  encourage  them  to  come  back  in  and  restore  the 
assets  to  the  plan.  We  want  to  work  with  them  to  get  them  back 
in  compliance.  So  those  are  examples  of  the  kinds  of  things  that 
we're  trying  to  do. 

Mrs.  LOWEY.  I  think  very — Yes? 

BURDEN  OF  ENFORCEMENT  LAWS  ON  SMALL  BUSINESSES 

Mr.  ANDERSON.  Mrs.  Lowey,  I  would  like  to  mention  some  of  the 
things  the  Office  of  Federal  Contract  Compliance  Programs  has 
done  to  ease  the  burden  of  enforcement  for  small  businesses.  One 
is  that  the  organization  established  an  ombudsman  in  1995,  which 
is  a  person  who  can  be  called  to  respond  to  questions  from  small 
businesses,  other  businesses  as  well  but  mainly  small  businesses, 
if  there  are  difficulties  in  the  enforcement  process  involving  compli- 
ance reviews.  Secondly,  the  so-called  CC-257  recordkeeping  re- 
quirement for  construction  contracts  was  eliminated.  We  intro- 
duced a  pilot  project  in  Seattle  for  a  multi-tiered  compliance  re- 
view. That's  the  type  of  review  where  if  initial  evidence  shows  that 
there  might  not  be  a  need  to  have  a  wall-to-wall  review  of  the  en- 
tire organization,  then  only  a  part  of  that  organization  would  be  se- 
lected for  a  compliance  review.  The  recordkeeping  requirements  for 
small  businesses  have  been  reduced  for  businesses  with  fewer  than 
150  employees.  And  finally,  a  technical  assistance  manual  is  now 
being  developed  to  enable  small  businesses  in  particular  to  under- 
stand more  fully  the  regulatory  requirements  for  complying  with 
Executive  Order  11246.  So  we  have  had  a  series  of  efforts  under- 
way to  ease  the  burden  of  compliance  for  small  businesses. 

Ms.  Metzler.  Mrs.  Lowey,  we  may  have  one  more  example  from 
the  Pension  Benefit  Guaranty  Corporation.  These  are  not  all  of  our 
examples,  of  course. 

Mr.  Slate.  Let  me  give  a  couple  of  examples  and  then  make 
somewhat  of  a  broader  point.  The  Retirement  Protection  Act,  which 
Congress  passed  in  1994,  requires  that  notices  of  underfunding  be 
sent  whenever  a  pension  plan  is  underfunded.  About  4  million  no- 
tices went  out  last  year.  We  developed  a  model  notice  and  every  in- 
dication we  have  is  that  the  model  was  used  by  virtually  all  of  the 
people  that  sent  out  the  notices.  I  think  that  really  helped  people. 
We  have  also  shortened  up  our  small  business  reporting  forms  sub- 
stantially. 

A  slightly  broader  point,  and  I  realize  this  is  not  the  forum  to 
soapbox  on  it,  but  the  administration  has  introduced  the  Retire- 
ment Savings  and  Security  Act.  It  is  a  pension  proposal  and  it  tar- 
geted right  at  small  businesses.  Pension  coverage  for  small  busi- 
nesses is  really  depressed  relative  to  larger  businesses.  Only  one  in 
four  people  in  small  business  have  pensions.  Every  indication  is 
that  one  of  the  major  reasons  is  the  adminstrative  cost  of  pension 
plans.  What  this  bill  would  do  is  set  up  a  very,  very  simple  process 
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for  small  businesses  to  adopt  pension  plans  and  hopefully  be  com- 
petitive with  larger  businesses. 

Mrs.  LOWEY.  Thank  you.  I  want  to  thank  you  for  these  examples. 
I  would  be  appreciative  if  you  can  compile  them  and  present  a  re- 
port, if  you  don't  have  it  already,  for  the  committee.  These  are  good 
examples  of  this  administration's  common  sense  approach  to  Gov- 
ernment. I  think  too  often  these  things  are  done  and  the  informa- 
tion doesn't  get  out.  I  think  we  have  to  articulate  more  clearly 
steps  in  this  direction  because  there  is  a  tremendous  effort  in  this 
administration  to  use  common  sense  in  your  department  and  in 
others.  I  appreciate  that. 

[The  information  follows:] 
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GETTING  BACK  TO  BASICS 

•  An  excellent  example  of  this  effort  is  the  Occupational  Safety  and  Health 
Administration's  Maine  200  Program.   Under  this  program,  the  200  most  dangerous 
workplaces  in  Maine  were  identified  based  on  worker  compensation  claims  and  each 
employer  was  asked  to  cooperate  with  OSHA  to  improve  their  workplace  safety  and 
health  programs.    This  program  has  enabled  OSHA  to  target  a  large  number  of 
worksites  with  a  history  of  workplace  injuries  and  to  work  with  most  of  the  affected 
employers  to  control  workplace  hazards  without  conducting  inspections.  This  initiative 
successfully  leveraged  OSHA's  resources  to  identify  and  abate  thousands  of  hazards 
that  would  otherwise  have  contributed  to  worker  injuries  and  compensation  claims. 

•  To  assist  the  mining  community,  in  particular,  small  mine  operators,  not  only  achieve, 
but  just  as  importantly,  maintain  compliance,  MSHA  has  taken  a  number  of  steps. 
Because  the  mining  environment  is  not  static,  but  continually  changing,  mine  operators 
need  to  be  continually  alert  to  hazardous  conditions.  For  example,  as  mining 
equipment  is  used  or  moved,  it  can  go  from  a  state  of  compliance  to  noncompliance  in 
a  short  period  of  time.  Steps  taken  by  MSHA  include  making  compliance  assistance 
visits  available  to  more  small  mine  operators;  targeting  specific  compliance  safety  and 
health  problems;  taking  training  materials  and  programs  directly  to  small  mines  with  a 
mobile  classroom  vehicle;  conducting  evening  seminars  to  provide  information  on  the 
risks  of  exposure  to  silica,  prevention  measures,  and  compliance  with  MSHA's  rule; 
and  developing  partnerships  with  mine  operators  who  have  experienced  safety  and 
health  issues.  These  programs  allow  MSHA  to  work  with  miners  and  operators  to 
identify  and  address  their  individual  safety  and  health  issues. 

IMPROVING  CUSTOMER  SERVICE 

•  A  noteworthy  example  is  America's  Job  Bank.  To  meet  the  need  for  a  nationwide 
listing  of  jobs,  the  United  States  Employment  Service  worked  with  State  Employment 
Security  Agencies  to  develop  a  nationwide  job  bank  of  local  job  listings  which  are  not 
filled  immediately  in  the  local  labor  market.  The  listings  in  America's  Job  Bank 
contain  over  1,100  occupations  and  are  available  to  job  seekers  throughout  the  United 
States. 

EMPLOYEE  EMPOWERMENT 

•  OSHA  redesigned  its  area  offices  through  the  use  of  a  joint  union-management  Design 
Team.  This  has  resulted  in  streamlining  and  an  increase  of  30-50  percent  more  staff- 
time  available  to  develop  practical  solutions  to  underlying  safety  and  health  problems. 
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CUTTING  RED  TAPE 

•         ESA's  Office  of  Workers'  Compensation  Programs'  Rapid  Injury  Response  Initiative  in 
the  Oklahoma  City  Disaster  successfully  and  timely  responded  to  claims  from  injured 
workers  and  made  payments  to  survivors  within  nine  days  of  the  event;  a  process  that 
sometimes  takes  as  long  as  three  months.  OWCP  had  already  initiated  a  number  of 
steps  to  improve  claims  processing,  the  Oklahoma  City  disaster  served  as  a  catalyst  for 
bringing  all  elements  together  into  a  customer-centered  program. 
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EARLY  WARNING  PROGRAM 


Mrs.  Lowey.  I  guess  I  have  five  more  minutes.  Thank  you,  Mr. 
Chairman.  I  was  also  very  pleased  to  learn  that  the  PBGC  won  a 
prestigious  innovations  award  from  the  Ford  Foundation  and  Har- 
vard's Kennedy  School  of  Government  for  its  Early  Warning  Pro- 
gram. I  want  to  congratulate  you  first  on  winning  this  award  and 
I  would  like  you  to  tell  us  about  the  Early  Warning  Program  and 
how  it  is  functioning.  I  would  hope  that  this  is  a  way  to  prevent 
underfunding  of  pension  liabilities  in  the  future.  I  was  sitting  here 
and  remember  very  clearly  the  hearings  on  PBGC  when  we  all 
thought  we  had  another  S&L  crisis  on  our  hands.  Frankly,  I  think 
most  of  us  were  so  alarmed  we  weren't  quite  sure  that  it  could  be 
resolved  as  efficiently  as  it  has.  So  perhaps  you  can  tell  us  some- 
thing about  the  Early  Warning  Program  and  any  other  innovations 
that  have  taken  place  in  the  area  of  pension  security. 

Mr.  Slate.  Right.  And  by  the  way,  I  should  point  out  that  the 
Occupational  Safety  and  Health  Administration  also  won  an  award 
from  the  Kennedy  School  and  the  Bureau  of  Labor  Statistics  was 
in  the  finals.  So  out  of  30  Federal  programs,  the  department  had 
3  in  the  final  30.  That  really  speaks  well  of  the  department. 

Mrs.  Lowey.  Now  wasn't  Reich  at  Harvard?  Did  his  friends  pick 
the  awards  finalists?  [Laughter.] 

Ms.  Metzler.  No,  it  was  an  independent  committee. 

Mrs.  Lowey.  I  have  no  doubt. 

Mr.  Slate.  The  Early  Warning  Program  is  essentially  designed 
to  get  out  front  of  corporation  transactions  and  to  protect  pensions 
as  part  of  those  transactions.  For  years  the  PBGC  found  itself  at 
the  back  end  of  situations.  When  a  company  went  bankrupt,  when 
its  pension  plan  was  failing,  PBGC  would  go  into  bankruptcy  court 
and  get  only  11  or  12  cents  on  a  dollar.  Example,  when  Carl  Icahn 
bought  TWA,  their  pension  plans  were  underfunded  by  $700  mil- 
lion. With  all  the  bankers,  all  the  financing  and  everything  going 
around,  nobody  ever  stopped  and  said  wait  a  minute,  if  there's 
going  to  be  this  transaction,  let's  take  care  of  the  pension  plan. 
What  we  do  now  is  we  get  out  front.  We've  had  35  cases  where 
we've  gotten  involved  in  transactions.  We  have  gotten  $14  billion 
in  additional  contributions.  The  landmark  case,  of  course,  was  Gen- 
eral Motors  where,  in  return  for  us  not  ojecting  to  them  selling  off 
EDS,  we  got  $10  billion  in  additional  contributions. 

We  have  400  companies  on  our  radar  screen,  companies  with  the 
largest  underfunding.  We  work  with  them,  we  work  with  their  Wall 
Street  analysts,  and  whenever  they  undertake  a  merger  or  a  spin- 
off or  what  have  you,  we  look  at  the  pension  plan.  If  there  is  a 
problem,  we  ask  them  as  part  of  their  transaction  to  put  the  money 
into  the  pension  plan.  No  question  that  the  drop  in  underfunding 
is  in  part  due  to  this,  and  no  question  that  corporate  sensitivity  to 
pension  funding  for  any  number  of  reasons  has  heightened. 

Mrs.  Lowey.  You  said  you  ask  them,  but  let  us  say  Carl  Icahn 
was  doing  his  deal  today  and  you  asked  him  and  he  said  no. 

Mr.  Slate.  All  right.  If  not,  we  will  sue.  The  best  example  was 
the  Western  Union  case  where  basically  it  has  $400  million  in 
underfunding.  Western  Union  was  involved  in  a  deal.  The  buyer  re- 
fused to  protect  the  pension  plan.  We  sued.  I  think  we  sued  on 
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Monday  and  by  Tuesday  agreed  to  provide  protection  for  the  plan. 
I  think  the  point  I  would  make  is  that  negotiations  are  always  best. 
It's  a  win-win  transaction.  But  we  are  quite  willing  to  lower  the 
boom  if  we  have  to. 

USE  OF  BLS  DATA 

Mrs.  Lowey.  Thank  you  very  much.  I  will  ask  Ms.  Abraham  my 
few  remaining  questions.  Is  the  data  produced  by  the  Bureau  of 
Labor  Statistics  relied  on  by  the  business  community?  I  would  be 
interested  to  know  how  they  actually  use  your  data.  Last  year, 
Congress  funded  the  BLS  significantly  below  the  President's  re- 
quest. What  is  the  impact?  What  impact  is  this  having  on  your 
ability  to  meet  the  demand  for  quality  information  by  business  and 
others? 

Ms.  Abraham.  About  two-thirds  of  our  budget  goes  to  our  core 
economic  indicators — things  like  employment  statistics,  price  statis- 
tics, productivity  data.  There  are  a  whole  range  of  uses  that  busi- 
nesses make  of  the  data  we  produce.  Employment  data,  for  exam- 
ple, are  a  big  thing  that  people  in  the  stock  market  look  at.  Busi- 
nesses look  at  the  employment  figures,  not  just  the  national  data 
but  more  local  area  data  in  helping  to  decide  whether  it  makes 
sense  to  make  investments  and  that  sort  of  thing.  Our  price  statis- 
tics, again,  are  a  general  indicator  of  economic  conditions.  They  are 
also  very  heavily  relied  upon  by  businesses  to  index  contracts.  The 
Consumer  Price  Index  is  used  to  escalate  rent  agreements,  used  in 
alimony  settlements,  that's  obviously  not  a  business  matter  gen- 
erally. Our  producer  price  data  are  used  to  index  billions  of  dollars 
worth  of  commercial  contracts.  So  there  is  a  whole  set  of  uses. 

Our  principal  mission  is  to  produce  national  economic  statistics. 
So  in  absorbing  the  reductions  in  our  budget  below  what  we  had 
requested  last  year,  our  priority  one  was  to  protect  those  core  na- 
tional economic  statistics.  In  terms  of  impact  of  those  cuts  on  the 
data  that  business  relies  upon,  I  would  have  to  say  that  I  think  the 
impact  was  minimal.  There  were  some  things  that  were  very  im- 
portant to  particular  groups  of  users  that  we  used  to  do  that  we 
don't  do  anymore.  We  were  also  able  to  figure  out  ways  to  do  some 
of  what  we  do  more  efficiently.  So  that  was  how  we  absorbed  those 
reductions. 

Mrs.  Lowey.  Thank  you  very  much.  Thank  you,  Mr.  Chairman, 
for  your  generosity. 

Mr.  Porter.  Thank  you,  Mrs.  Lowey. 

Mr.  Miller. 

INSPECTOR  GENERAL  INVESTIGATION 

Mr.  Miller.  Thank  you,  Mr.  Chairman.  Let  me  start  off  with  an 
issue  that  I  brought  up  yesterday  morning  with  the  Secretary  con- 
cerning the  California  case,  Mr.  Sawyer.  Are  you  aware  of  that 
issue,  Mr.  Anderson? 

Mr.  Anderson.  Mr.  Miller,  I  think  I  will  defer  to  our  acting  dep- 
uty secretary  on  that. 

Mr.  Miller.  Okay.  Whoever  would  like  to  answer.  The  Secretary 
obviously  took  the  right  steps  to  terminate  this  person.  My  ques- 
tion is,  as  the  Inspector  General  testified  here  a  couple  of  weeks 
ago  that  the  Wage  and  Hour  people  spent  500  hours  investigating 
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this  particular  case  which  was  far  more  than  normal,  and  the  im- 
plication from  the  testimony  is  that  this  was  far  more  than  was 
justified  on  this  particular  case  and  that  Mr.  Sawyer  might  have 
been  putting  pressure  on  to  do  that.  If  that's  the  case,  isn't  there 
a  system  to  catch  that  before  it  goes  on  so  long?  I  mean,  $300  of 
mistakes  after  500  hours  of  working  on  it  when  much  larger  cases 
don't  take  that  much  time.  How  did  that  happen  and  what  is  being 
done  to  keep  that  from  happening  in  the  future? 

Ms.  Metzler.  Well,  I'll  start  off  and  then  maybe  defer  to  Mr.  An- 
derson. But  I  think  as  the  Secretary  testified  yesterday,  and  as  the 
Inspector  General  did  a  few  weeks  ago,  when  a  complaint  was  re- 
ceived about  this  matter,  it  went  through  the  normal  course  of  in- 
vestigation by  the  Inspector  General.  When  we  received  his  report, 
we  acted  quite  quickly  in  terminating  Mr.  Sawyer.  The  way  re- 
sources are  allocated  in  an  enforcement  agency,  the  Inspector  Gen- 
eral did  not  find  anything  we  needed  to  pursue  in  acting  any  fur- 
ther on  because  the  case  was  closed.  I  think  that  Mr.  Anderson  can 
address  the  ongoing  management  procedures  of  the  Wage  and  Hour 
Division.  It  is  similar  to  any  other  enforcement  agency  that  we 
have  in  the  department. 

Mr.  Miller.  I  think  I  agree  with  the  Secretary.  You  responded 
properly.  You're  not  condoning  certainly  what  Mr.  Sawyer  did.  The 
question  is  how  did  Wage  and  Hour  get  in  maybe  beyond  what  they 
should  have  been  doing  in  this  case? 

Mr.  Anderson.  I  think  it  would  be  best,  Mr.  Miller,  if  I  might 
suggest  that  we  provide  you  for  the  record  a  summary  of  the  proce- 
dures that  were  followed  in  that  case — how  the  company  came  to 
be  selected  for  the  investigation,  how  many  hours  were  spent,  ex- 
actly what  was  done  during  those  hours — a  full  report  on  that  in- 
vestigation. I  think  that  would  be  more  useful  for  your  purposes 
than  having  me  simply  go  into  that  at  this  time. 

[The  information  follows:] 

Wage  and  Hour's  western  region  investigated  Somers  Building  Maintenance,  Inc. 
in  1995  as  part  of  an  enforcement  initiative  in  the  janitorial  services  industry  in 
California.  Since  Somers,  a  large  janitorial  services  firm,  had  previously  been  inves- 
tigated and  paid  approximately  $70,000  in  back  wages,  the  company  was  included 
in  this  targeted  enforcement  initiative. 

Wage  and  Hour  regional  officials  made  judgments  about  expending  resources  in 
this  investigation  given  the  compliance  history  of  the  company  and  other  available 
information.  As  with  any  law  enforcement  investigation,  local  Wage  and  Hour  man- 
agement— which  is  responsible  for  supervising  and  assuring  the  cost-effective  use  of 
limited  resources — understandably  sought  to  assure  that  this  investigation  did  not 
overlook  possible  violations. 

The  Department  was  gratified  to  see  in  this  case  that  the  previous  enforcement 
intervention  appeared  to  have  a  positive  effect  on  the  company  changing  its  wage 
and  hour  employment  practices. 

Mr.  Miller.  Okay.  Do  you  think  that  the  Wage  and  Hour  Divi- 
sion was  okay  spending  the  500  hours?  Mr.  Sawyer,  we  know,  did 
wrong.  But  did  Wage  and  Hour  do  anything  wrong? 

Mr.  Anderson.  A  review  of  the  way  that  case  was  handled  did 
not  reveal  any  irregularities  in  the  way  the  Wage  and  Hour  staff 
approached  the  investigation.  That's  why  I  think  that  it  would  be 
better  that  we  provide  you  with  a  full  review  of  what  happened 
there  so  that  you  could  understand  both  the  basic  process  that  is 
followed  in  cases  like  that  and  what  was  done  in  that  particular 
instance. 
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Mr.  Miller.  You're  not  making  any  changes  because  of  that  in 
your  policies? 

Mr.  Anderson.  No. 

Mr.  Miller.  Okay.  I'll  look  at  it  and  maybe  I'll  send  a  follow-up 
letter  if  I  have  further  questions. 

Mr.  Anderson.  I  think  that  would  be  best.  Thank  you. 

TERM  OF  BLS  COMMISSIONER 

Mr.  Miller.  I  would  like  to  switch  to  Ms.  Abraham.  Being  a 
former  statistics  professor,  I  find  there's  not  many  of  us  in  Con- 
gress, I'm  not  sure  there  are  any  statistics  professors.  I  was  in  the 
school  of  business  that  teaches  statistics. 

Ms.  Abraham.  I  know  of  no  other. 

Mr.  Porter.  You  might  ask  Doctor  Abraham  if  she's  a  statisti- 
cian or  an  economist.  I  would  be  interested  in  knowing. 

Ms.  Abraham.  I'm  a  labor  economist  by  training  and  background. 

Mr.  Miller.  Business  school  people  look  a  little  differently  on 
economist  though.  [Laughter.] 

Some  universities  have  economics  over  in  a  different  department 
entirely.  Economists  like  to  look  at  themselves  a  little  differently, 
too. 

Ms.  Abraham.  I  started  out  teaching  in  business  school. 

Mr.  Miller.  Okay.  Let  me  ask  a  series  of  questions.  How  politi- 
cal is  your  position?  This  is  only  my  first  term  on  the  appropria- 
tions committee,  but  for  12  years  during  the  Reagan-Bush  years 
and  now  under  a  Democratic  President,  I  would  assume  and  hope 
it  is  not  a  very  political  position. 

Ms.  Abraham.  It's  a  position  that  is  not  political  at  all.  The  Bu- 
reau has  existed  for  112  years  and  I  am  the  11th  Commissioner. 
People  have  tended  to  stay  a  long  time.  The  prior  commissioner, 
Janet  Norwood,  was  appointed  by  President  Carter  and  re- 
appointed twice  by  President  Reagan. 

Mr.  Miller.  Great.  I'm  glad  to  hear  that.  I  think  we  have  some 
questions  that  the  CPI  may  be  overstating  and  all  that,  but  there 
is  a  bipartisan  group  in  the  Senate  that  want  to  arbitrarily  choose 
a  number  and  I  personally  do  not  feel  that's  the  way  to  go.  I  think 
it  should  be  statistically  valid  and  I  would  defend  that  position. 

Ms.  Abraham.  Good. 

Mr.  Miller.  But  I  just  wanted  to  feel  that  assurance. 

Ms.  Abraham.  It  is  a  position  with  a  four  year  term. 

FEDERAL  STATISTICAL  RESPONSIBILITIES 

Mr.  Miller.  That's  exactly  as  it  should  be.  I'm  glad  to  hear  that. 
There  is  a  lot  of  statistics  collected  throughout  the  Federal  Govern- 
ment. One  of  the  things  we  find  in  the  appropriations  process  and 
a  concern  we  have  is  there  is  so  much  overlap.  We  talk  about 
OSHA  issues  also  being  covered  by  the  CDC  in  Atlanta.  So  there 
are  overlapping  issues.  So  the  question  is  how  much  of  a  problem 
is  that  within  the  Federal  Government?  I  can  understand  health 
statistics  should  be  kept  separately  or  something  like  that,  but  is 
there  a  problem  of  too  much  statistics  being  collected  by  too  many 
departments  and  not  enough  coordination  and  that  some  should  be 
combined  even  though  they  are  outside  of  the  Department  of 
Labor? 
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Ms.  Abraham.  It  is  my  sense  that  that  is  not  a  particularly  sig- 
nificant problem.  We  obviously  have,  for  example,  several  agencies 
collecting  economic  statistics — the  Bureau  of  the  Census,  the  Bu- 
reau of  Labor  Statistics,  and  the  Bureau  of  Economic  Analysis.  But 
the  missions  of  those  different  agencies  are  quite  clearly  defined 
and  quite  distincst.  So  that  in  terms  of  programmatic  responsibil- 
ities, there  is  very  little,  if  any,  overlap.  It  is  my  sense  as  well  that 
the  agencies  work  together  quite  well.  I  would  have  to  say  there 
is  one  exception  to  that,  though  I  think  it  is  fairly  minor  in  the  big- 
ger scheme  of  things,  and  that's  the  Bureau  of  the  Census  main- 
tains a  list  of  business  establishments  that  they  use  for  selecting 
survey  samples.  We  maintain  a  separate  list  for  selecting  our  sur- 
vey samples  of  businesses.  The  reason  for  that  is  historical  and  also 
relates  to  the  fact  that  the  agencies  are  not  permitted  legally  to 
share  data  with  one  another.  The  administration  has  introduced  a 
bill  that  would  allow  sharing  of  information  within  the  statistical 
enclave  that  I  think  would  be  a  positive  thing  and  might  allow  us 
to  discover  synergies  and  possibilities  for  cooperation  that  we  can't 
presently  exploit. 

Mr.  Miller.  I  think  you  said  75  percent  of  your  money  goes  to 
the  main  four. 

Ms.  Abraham.  About  two-thirds  that  go  to  those  primary  eco- 
nomic indicators. 

Mr.  Miller.  How  often  do  you  review  whether  all  these  statistics 
are  really  necessary.  Do  you  know  of  any  time  that  you've  dropped 
collecting  statistics  on  anything? 

Ms.  Abraham.  Oh,  yes.  There  were  a  number  of  things  that  got 
dropped  in  the  early  1980s  and  then  there  were  a  set  of  things  that 
we  dropped  just  this  year. 

Mr.  Miller.  Okay.  So  it  is  reviewed  on  almost  a  cost-benefit 
analysis  of  is  it  really  necessary  to  do  everything? 

Ms.  Abraham.  It  would  probably  be  misleading  to  say  that  we  sit 
down  and  do  a  comprehensive  review.  But  given  constrained  budg- 
ets, we  are  looking  on  a  continuing  basis  at  what  we  need  to  keep 
doing  and  what  we  don't. 

SENIOR  CITIZEN'S  INDEX 

Mr.  Miller.  Last  year,  I  think  Mr.  Porter  was  asking  about  a 
senior  citizens  index.  Would  you  comment  on  the  status  of  that. 

Ms.  Abraham.  That  was  something  that  grew  out  of  a  congres- 
sional inquiry  in  the  late  1980s.  There  was  interest  in  knowing 
something  about  how  the  set  of  items  purchased  by  older  Ameri- 
cans were  changing  in  price.  In  response  to  that  inquiry,  the  Bu- 
reau put  together  an  experimental  index,  an  experimental  CPI  for 
the  elderly.  The  way  that  we  did  that  was  just  to  take  the  data 
that  we  collected  for  our  ongoing  program  and  to  reweight  the  in- 
formation so  that  the  weights  we  were  attaching  corresponded  to 
the  shares  in  the  market  basket  of  different  items  for  older  people. 
The  index  seems  to  historically  have  grown  a  bit  more  rapidly  than 
the  official  CPI.  The  reason  for  that  is  principally  because  of  the 
greater  weight  attached  to  out-of-pocket  medical  care  expenses. 

But  there  are  a  lot  of  caveats  to  attach  to  the  index.  It  really  is 
an  experimental  index.  Most  importantly,  we  just  used  the  data  we 
already  had.  We  didn't  make  any  special  effort  to  increase  the  sam- 
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pie  and  go  out  and  ask  a  greater  number  of  older  Americans  where 
they  were  shopping.  We  didn't  make  any  effort  when  we  went  into 
stores  to  try  to  figure  out  which  specific  items  they  were  buying 
and  sample  those.  It  was  just  a  reweighting  of  data  that  we  had 
for  purpose  of  constructing  our  official  index.  I  think  for  that  rea- 
son it  has  to  be  interpreted  cautiously. 

The  other  thing  is  that  we  know  that  medical  care  prices  are  real 
hard  to  measure.  It's  a  very  complicated  area  and  given  that  the 
main  reason  for  the  difference  in  the  behavior  of  that  index  versus 
the  official  index  is  the  faster  historical  rate  of  growth  in  medical 
care  prices  compared  to  other  things,  again,  I  think  you  have  to  in- 
terpret it  cautiously. 

Mr.  Miller.  Are  you  proceeding  to  develop  such  an  index,  or  was 
this  just  a  demonstration-type  project? 

Ms.  Abraham.  We  continue  to  produce  this  experimental  meas- 
ure on  an  ongoing  basis.  If  you  would  be  interested  in  updated  in- 
formation, we  would  be  happy  to  provide  it.  To  actually  go  out  and 
do  this  right  would  be  a  very  expensive  proposition.  We  don't  have 
the  resources  for  that.  We  would  be  essentially  duplicating  the  ex- 
isting program. 

Mr.  Miller.  But  the  preliminary  information  is  not  that  dif- 
ferent. I  mean,  housing,  interest  rates  are  less  for  seniors  but 
health  care  is  more,  but  it  balances  out.  Health  care  is  coming 
down  I  guess. 

Ms.  Abraham.  Well,  historically  the  index  for  the  elderly  has 
gone  up  maybe  0.3  of  a  percentage  point  per  year  faster  than  the 
overall  CPI,  that  kind  of  number.  But  that  was  driven  by  medical 
care  prices  and,  as  you  observed,  their  rate  of  growth  has  slowed. 

CPI  MARKET  BASKET 

Mr.  Miller.  The  market  basket  is  being  worked  on  now  and  will 
be  in  effect  for  1998. 

Ms.  Abraham.  January  of  1998.  So  about  a  year  and  a  half  from 
now. 

Mr.  Miller.  By  1998,  you  mean  the  statistics  will  be  effective  for 
the  1997  year  or  will  be  effective  for  the  1998  calendar  year? 

Ms.  Abraham.  Beginning  with  the  data  published  in  February  of 
1998  for  January  of  1998  will  reflect  the  new  market  basket. 

Mr.  Miller.  Okay.  How  does  that  take  effect  in  all  the  different 
purchasing  patterns  of  the  American  people,  from  home  shopping 
network  programs,  mail  order,  and  such? 

Ms.  Abraham.  As  a  practical  matter,  but  in  principal  it  is  pretty 
straightforward.  We  go  ask  people  as  part  of  the  process  of  putting 
this  index  together  where  they  shop  and  they  tell  us.  If  they  tell 
us  they're  buying  from  catalogue  stores,  those  stores  get  a  prob- 
ability of  being  selected  in  our  sample.  If  they  tell  us  they  are  shop- 
ping through  the  home  shopping  network,  that  has  a  probability  of 
being  selected  in  our  sample.  So  in  principle,  the  set  of  outlets  that 
we  are  going  to  to  collect  prices  should  be  representative  of  where 
people  were  shopping  at  that  point  in  time. 

Mr.  Miller.  You  said  the  market  basket  changes  would  take  ef- 
fect in  1998  but  the  rest  of  the  changes  will  not  be  completed.  Is 
that  the  quality  and  substitution,  or  what  are  those  other  things? 
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Ms.  Abraham.  In  1998,  we  will  be  introducing  the  new  market 
basket  and  the  new  set  of  geographic  areas  that  map  more  closely 
to  where  population  is  currently  distributed.  There  are  some  other 
things  having  to  do  with  computerization  of  the  data  collections  so 
we're  not  using  paper  forms  and  that  sort  of  thing  that  we  have 
deferred  to  1999  and  the  year  2000.  The  set  of  issues  that  I  heard 
you  referring  to,  related  to  how  we  adjust  for  changes  in  the  qual- 
ity of  goods  and  services,  how  we  account  for  new  things  that  come 
onto  the  market  that  didn't  use  to  be  available  is  not  something 
that  we  are  able  to  or  are  proposing  to  address  in  any  comprehen- 
sive way  in  the  context  of  this  revision.  That  is  an  ongoing  longer 
term  effort.  Revision  is  perhaps  a  misleading  term.  We  probably 
should  refer  to  this  as  the  updating  of  the  Consumer  Price  Index. 
Fixing  all  of  these  other  problems  is  something  we  don't  know  how 
to  do,  and  no  one  knows  how  to  tell  us  how  to  do  it.  I  think  I'm 
going  to  be  dead  before  we  have  got  all  of  those  problems  fixed. 

Mr.  Porter.  Mr.  Miller,  your  time  has  expired. 

Mr.  Miller.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Professor  Miller.  [Laughter.] 

Mr.  Porter.  Mr.  Wicker. 

ECONOMICALLY  TARGET  INVESTMENTS 

Mr.  Wicker.  Thank  you,  Mr.  Chairman.  My  question  is  to  Ms. 
Berg  and  it  concerns  ETIs,  economically  targeted  investments.  In 
1994,  the  Department  of  Labor  established  economically  targeted 
investment  clearinghouses  to  provide  information  on  socially-bene- 
ficial investment  opportunities  to  pension  fund  managers.  As  you 
know,  last  year  the  House  passed  a  measure  to  stop  this  practice 
which  is  still  pending  in  the  Senate.  Is  your  enthusiasm  for  this 
program  undiluted  at  this  point? 

Ms.  Berg.  Just  to  back  up  a  little  bit  and  talk  about  what  we 
did  do  and  why  we  did  it.  Economically  targeted  investments  are 
investments  that  are  broadly  defined  as  investments  that — and  I 
want  to  underscore  this  about  three  or  five  times — investments 
that  achieve  a  risk  adjusted  market  rate  of  return.  There  is  no  sac- 
rifice in  the  returns  that  a  pension  plan  would  get  by  making  these 
investments.  At  the  same  time,  they  may  have  other  benefits  for 
the  broader  economy,  such  as  job  creation,  or  providing  capital  for 
small  businesses,  or  entry  level  housing,  other  sorts  of  benefits  like 
that,  or  benefits  for  the  businesses  that  undertake  them.  For  in- 
stance, the  contribution  that  General  Motors  made  to  its  pension 
plan  that  Mr.  Slate  referred  to  earlier,  when  they  came  to  us  for 
an  exemption  to  get  that,  one  of  the  reasons  that  they  gave  us  was 
that  it  would  improve  their  debt  rating  as  a  company.  So,  again, 
there  was  an  economic  benefit  to  someone  else  other  than  the  pen- 
sion plan.  So  these  are  very  broadly  defined. 

Actually,  the  year  before  I  came  to  Washington,  the  advisory 
committee  that  works  with  my  agency  on  issues  looked  at  this  area 
for  an  entire  year — this  was  a  group  appointed  under  the  Bush  ad- 
ministration— and  concluded  that  the  Department  should  do  two 
things  in  this  area.  One,  that  we  should  clarify  the  long-standing 
position  that  had  been  taken  by  the  Department  in  numerous  indi- 
vidual advisory  opinions  that  if,  indeed,  you  didn't  sacrifice  returns 
to  the  pension  plan,  that  it  was  permissible  in  choosing  among  dif- 
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ferent  investments  to  consider  those  kinds  of  benefits,  again,  as 
long  as  the  economics  were  appropriate  to  the  plan. 

The  second  thing  that  they  recommended  was  that  there  be  some 
sort  of  information  gathering  in  this  area  on  what  plans  were  doing 
that  might  be  helpful  to  other  plans  that  were  considering  making 
these  sorts  of  investments.  In  fact,  their  recommendation  was  that 
we  undertake  the  information  gathering  within  that  in  the  Depart- 
ment of  Labor  which  I  did  not  feel  was  an  appropriate  role  for  us 
as  an  enforcement  agency.  And  so  the  advisory  committee  went 
back  and  looked  at  the  issue  again  in  the  next  year  and  suggested 
a  clearinghouse. 

We  ultimately  agreed  to  provide  the  seed  funding,  not  ongoing 
funding,  to  help  a  clearinghouse  get  started.  That  was  the  contract 
that  we  made;  it  was  not  for  ongoing  support  for  an  indefinite  pe- 
riod from  the  Department. 

Mr.  Wicker.  And  when  will  that  take  place? 

Ms.  Berg.  They  are  into  their  second  year  of  funding  now.  The 
contract  was  for  a  two  year  period  and  so  they  are  slightly  over 
halfway  through. 

RISK  ADJUSTED  RATE  OF  RETURN 

Mr.  Wicker.  Explain  to  me  what  you  mean  by  risk  adjusted  rate 
of  return.  Are  you  saying  that  there  is  no  difference  in  the  rate  of 
return  of  these  economically  targeted  investments? 

Ms.  Berg.  When  we  say  risk  adjusted  rate  of  return,  that  recog- 
nizes that  pension  funds  invest  in  a  variety  of  things,  some  with 
very  little  risk,  like  Treasury  bonds,  some  investments  that  they 
make  have  a  lot  more  risk,  for  instance  venture  capital  invest- 
ments, overseas  investments  in  emerging  markets,  those  sorts  of 
things.  What  the  plan  is  required  to  do  is  get  a  return  that  recog- 
nizes that  risk.  Economically  targeted  investments,  like  every  other 
investment,  fall  anywhere  on  that  risk  and  return  spectrum.  There 
are  some  that  are  extremely  secure  and  therefore  appropriately 
have  lower  rates  of  return.  There  are  some  that  are  riskier  and 
therefore  the  plan  would  be  required  to  get  a  higher  rate  of  return. 
What  we're  saying  is  that  when  these  sorts  of  investments  that 
have  these  other  collateral  benefits  are  compared  to  other  invest- 
ments that  are  available,  those  risk  and  return  characteristics  have 
to  match  up.  You  can't  take  more  risk  for  lower  return  in  order  to 
do  them. 

Mr.  Wicker.  Do  you  have  any  specific  data  comparing  the  divi- 
dends or  the  rate  of  return  of  this  type  of  investment? 

Ms.  Berg.  Again,  we  don't  keep  that,  which  is  one  of  the  reasons 
the  advisory  committee  suggested  the  clearinghouse.  That's  the 
kind  of  information  that  they  are  beginning  to  gather.  I  know  there 
are  many  programs  operating  around  the  country  achieving  what 
they  feel  are  very  attractive  rates  of  return.  The  GAO  did  a  study 
about  a  year  ago  on  small  business  investments  by  pension  plans, 
concluding  that  they  were  getting  an  appropriate  rate  of  return. 

PART-TIME  MEDIA  CONSULTANT 

Mr.  Wicker.  I  understand  you  hired  a  part-time  media  consult- 
ant for  $50  an  hour  to  counter  negative  press  on  this  issue  even 
though  you  already  have  a  fully  staffed  media  relations  office.  How 
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much  money  have  you  spent  in  this  effort?  Are  you  asking  for  more 
money  for  that? 

Ms.  Berg.  No.  That  actually  was  for  a  finite  period  of  time.  The 
contract  was  in  place  for  something  like  six  or  eight  months.  I  don't 
recall  the  exact  total.  We  can  get  that  for  you.  I  think  it  was  some- 
where around  $17,000  or  $20,000  and  it  was  also  at  a  time  when 
the  head  of  our  media  office  was  away  on  military  leave  and  there 
were  a  number  of  articles  appearing  in  columns  around  the  country 
that  to  say  were  inaccurate  would  be  a  major  understatement.  So 
what  we  were  attempting  to  do  at  the  time  was  put  out  the  infor- 
mation on  what  precisely  we  had  done,  which  is  just  as  I  described 
it  to  you  now. 

Mr.  WICKER.  Jack  Anderson  said  in  February  that  it  took  your 
consultant  five  months  to  finish  an  article  which  at  that  point  had 
yet  to  appear  in  any  major  paper.  Did  you  finally  get  it  in  a  news- 
paper? 

Ms.  Berg.  We  did  not  get  it  in  a  major  newspaper,  no.  You  can't 
create  the  interest  if  it  isn't  there.  The  article  took  five  months  to 
do,  including  time  for  revisions  but  it  was  not  as  if  this  person 
spent  five  months  doing  nothing  but  working  on  an  article.  In  fact, 
the  amount  of  time  on  it  was  not  great. 

Mr.  Wicker.  How  much  of  your  proposed  budget  for  next  year 
will  be  to  market  these  investment  choices  to  pension  plan  man- 
agers? 

Ms.  Berg.  None  at  all,  because  we  don't  market  them  to  pension 
plan  managers.  In  fact,  what  we  did  do  was  exactly  what  the  advi- 
sory committee  recommended,  which  is  to  clarify  what  the  legal  po- 
sition is.  Also,  in  terms  of  time  we  have  spent,  in  about  my  first 
year  or  18  months  here,  we  received  any  number  of  requests  for  me 
to  speak  on  the  issue  and  present  our  position.  So  I  did  that,  al- 
though there  haven't  been  too  many  requests  that  I  can  think  of 
lately.  So,  again,  the  only  effort  that  we  have  undertaken  was  issu- 
ing an  interpretive  bulletin  that  clarified  the  legal  opinion,  provid- 
ing the  seed  money  for  the  clearinghouse,  and  giving  speeches  and 
answering  questions  when  we're  asked  to  do  that.  We  are  not  out 
marketing.  Although  I  have  said,  and  will  continue  to  say,  that  if 
we  can  find  investments  that  are  (1)  good  for  pension  plans,  and 
(2)  also  good  for  the  American  economy,  it  is  difficult  for  me  to  see 
what's  wrong  with  that. 

Mr.  Wicker.  What  is  your  response  to  Representative  Saxon's 
comments,  chairman  of  the  Joint  Economic  Income  Security  Com- 
mittee, where  he  says  that  this  type  of  an  effort  violates  ERISA, 
a  Federal  law  stipulating  that  pension  fund  managers  sole  interest 
should  be  maximizing  returns? 

Ms.  Berg.  Again,  this  is  not  a  new  issue.  The  question  came  up 
even  before  the  passage  of  ERISA  under  trust  law  of  what  "sole 
and  exclusive  benefit"  means.  Because  any  investment  that  is  made 
obviously  has  some  benefit  for  someone  else  other  than  the  pension 
plan  making  the  investment,  whether  it's  for  the  investment  man- 
ager who  gets  a  fee,  or  for  a  company  in  which  the  pension  fund 
is  investing.  The  legal  position  of  the  department  has  not  changed 
on  this  issue;  it  has  been  absolutely  consistent  for  the  more  than 
20  years  since  the  passage  of  ERISA.  It  was,  as  I  stated  earlier, 
that  your  first  obligation  is  to  make  sure  you  are  getting  that  mar- 
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ket  rate  of  return  for  the  fund,  and  if  you're  doing  that,  if,  in  choos- 
ing among  otherwise  equally  attractive  investments,  you  take  into 
consideration  these  other  factors,  that  is  permissible  and  does  not 
violate  the  sole  and  exclusive  benefit  test. 

HIGH  PERFORMANCE  WORKPLACES 

Mr.  Wicker.  I  appreciate  your  answers.  Ms.  Metzler,  what  is  the 
status  of  your  office's  effort  on  the  concept  of  high  performance 
workplaces? 

Ms.  Metzler.  I'm  not  sure  I  precisely  understand  your  question. 

Mr.  Wicker.  The  program  where  you  train  businesses  and  union 
leaders  on  what  constitutes  a  high  performance  workplace. 

Ms.  Metzler.  The  Office  of  the  American  Workplace  was  elimi- 
nated with  the  final  passage  of  the  FY  1996  budget. 

Mr.  Wicker.  That  function  will  not  be  pursued  by  any  other  part 
of  your  department? 

Ms.  Metzler.  Well,  the  program  that  provided  grants  in  the  Of- 
fice of  the  America  Workplace  for  training  in  the  area  of  high  per- 
formance workplaces  was  eliminated.  We  no  longer  have  the  funds 
for  this  purpose.  But  I  think  that  the  department  still  has  in  other 
arenas,  particularly  the  Employment  and  Training  Administration 
that  promotes  the  general  belief  that  high  performance  workplaces 
are  good  for  the  economy.  There  may  be  discussions  in  that  arena 
but  again,  the  mechanism  for  providing  those  grants  was  elimi- 
nated. 

Mr.  Wicker.  Okay.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Wicker.  Those  are  all  the  easy  ques- 
tions. Now  we  get  to  the  hard  questions.  The  only  one  I  will  not 
have  questions  for  is  Ms.  Abraham,  who  has  been  up  to  bat  for  a 
long  time  here  and  so  we  will  ask  questions  of  others. 

DATA  PROCESSING  INITIATIVE 

Let  me  begin  with  Ms.  Berg.  You  are  requesting  a  substantial 
budget  increase  for  1997  of  about  $18  million  representing  a  26 
percent  increase  over  fiscal  year  1996.  Your  largest  single  increase 
is  $11  million  for  a  data  processing  initiative.  Can  you  explain  to 
us  why  this  is  important  enough  to  require  $11  million  in  one  year? 

Ms.  Berg.  Certainly,  Mr.  Chairman.  I  would  say  it  is  important 
and  it  is  also,  looking  slightly  longer  term,  very  cost  efficient.  Right 
now,  the  Form  5500  that  is  required  to  be  filed  by  employee  benefit 
plans  and  is  used  by  our  agency,  by  the  PBGC,  and  by  the  IRS, 
and  by  a  lot  of  research  people  as  the  basic  source  of  data  on  what's 
going  on  in  pension  and  welfare  benefit  plans  for  both  enforcement 
and  information  purposes.  That  form  is  now  filed  with  the  IRS  and 
it  is  a  very  time  consuming,  labor  intensive,  expensive  undertak- 
ing. The  processing  costs  right  now  are  something  over  $20  million 
a  year.  It  is  frustrating  for  the  filers  because  all  of  this  data  is  key- 
punched manually,  there  are  a  lot  of  errors,  there  have  to  be  letters 
back  and  forth  with  the  people  who  have  submitted  the  forms,  and 
by  the  time  that  we  get  them  for  enforcement  purposes  the  infor- 
mation frankly  is  dated. 

So  the  idea  here  is  to  bring  this  technology  into  the  modern 
world.  We  think  it  will  be  about  a  $10  million  cost  to  do  it,  but 
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through  the  resulting  annual  savings  after  that  we  hope  to  reduce 
processing  costs  by  as  much  as  $10  million  a  year. 

Mr.  Porter.  So  your  development  costs  are  $10  million? 

Ms.  Berg.  We  won't  know  for  sure  until  we  let  the  contract  on 
a  competitive  bid.  But  we  have  put  in  $9  million  for  the  develop- 
ment costs  and  $2  million  toward  the  operations. 

Mr.  Porter.  And  the  $9  million  is  a  one  time  cost? 

Ms.  Berg.  Yes. 

Mr.  Porter.  Or  approximately  $9  million.  You  don't  know  yet  ex- 
actly what  it  will  be  but  that  won't  be  replicated  next  year? 

Ms.  Berg.  No.  It  will  be  a  one  time  cost  and  then,  again,  we  an- 
ticipate savings  of  about  $57  million  over  five  years  after  the  new 
system  is  implemented. 

Mr.  Porter.  When  do  you  expect  to  award  the  contract? 

Ms.  Berg.  Well,  assuming  that  we  get  the  funds,  we  would  hope 
to  start  the  work  on  preparing  for  the  contract  as  quickly  as  we 
can. 

Mr.  Porter.  And  that  will  take  how  long  to  complete? 

Ms.  Berg.  Again,  we  really  won't  know  until  we  get  into  the  bid- 
ding process.  But  we're  hoping  that  it  can  be  done  in  a  two  year 
period. 

DEFINED  BENEFIT  PLANS 

Mr.  Porter.  Are  defined  benefit  plans  starting  to  disappear  in 
this  country  in  favor  of  defined  contribution  plans? 

Ms.  Berg.  I  think  it  would  be  fair  to  say  that  the  growth  in  the 
system  is  in  the  defined  contribution  area.  Defined  benefit  plans, 
particularly  among  larger  companies,  aren't  disappearing  so  much 
as  when  new  plans  are  started  or  new  benefits  layered  on  they 
tend  to  be  defined  contribution  plans.  So  what  we're  certainly  see- 
ing is  dramatic  growth  in  the  number  of  defined  contribution  plans, 
particularly  401(k)-type  plans  and  little  or  no  growth  in  the  defined 
benefit  plans.  In  fact,  when  you  look  at  numbers  of  participants, 
because  people  in  the  more  traditional  plans  are  retiring  and  be- 
cause of  downsizing  in  mature  industries  and  such,  we're  seeing 
that  the  number  of  participants  in  defined  benefit  plans  are  going 
down. 

Mr.  Porter.  What  steps  is  the  department  taking  to  help  em- 
ployees make  the  transition  to  defined  contribution  plans?  Specifi- 
cally, what  is  the  employee  contribution  project  that  you  discuss  in 
the  justifications  and  how  much  are  you  planning  to  spend  on  it? 

Ms.  Berg.  There  are  a  number  of  different  things  going  on  in 
that  area.  First  of  all,  the  program  that  I  was  describing  earlier  is 
actually  an  enforcement  program  that  involves  employers.  Where 
we  were  finding  that  we  were  getting  increasing  number  of  com- 
plaints from  participants  in  401(k)  plans  that  their  employers  had 
withheld  the  money  from  their  paychecks  but  not  deposited  the 
money  into  the  plan,  we  are  cracking  down  on  that  activity. 

At  the  same  time,  we  recognize  that  employees  need  to  be  in- 
formed. We  don't  want  to  alarm  people  because  the  number  of  in- 
stances of  this  abuse  that  we're  finding  is  still  relatively  small  and 
most  plans  are  very  well  run,  so  we  don't  want  to  deter  people  from 
putting  their  contributions  into  their  plans.  But  we  want  them  to 
be  alert  for  warning  signs.  So  we  have  also  done  some  things  in 
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the  consumer  protection  area  of  putting  out  a  list  of  10  signs  that 
people  should  look  for  that  might  alert  them  to  a  problem  with 
their  plan.  For  example,  they  get  their  payroll  withholding  stub 
and  they  know  how  much  is  being  withheld,  do  they  check  that 
against  the  information  that  they  are  getting  quarterly  or  monthly 
or  whatever  from  their  plan  to  make  sure  that  the  money  actually 
was  put  into  the  plan.  Those  sorts  of  things  to  look  for. 

But  beyond  that,  and  I  think  this  was  the  broader  question  that 
you  were  raising,  with  a  defined  contribution-type  plan,  the  em- 
ployee has  to  make  decisions  that  are  really  going  to  determine 
how  much  that  employee  is  going  to  have  to  retire  on.  First  of  all, 
they  have  to  decide  whether  to  participate  in  the  plan.  We're  very 
alarmed  by  a  statistic  that  people  who  are  offered  the  opportunity 
to  participate  in  their  company's  401(k)  plan,  almost  a  third  of 
them  don't  take  advantage  of  that  opportunity.  Similarly  with 
IRAs,  out  of  all  the  people  eligible  to  contribute  to  an  IRA,  in  the 
last  year  for  which  we  have  complete  data,  only  something  less 
than  7  percent  did.  And  the  most  alarming  statistic  of  all  is  the 
leakage  back  out  of  the  system,  once  people  have  put  money  away. 
Right  now  many  defined  contribution  plans  allow  you  when  you 
leave  a  company  to  roll  your  money  over  into  an  IRA  or  take  it  to 
your  new  employer's  plan  if  your  new  employer  allows  that.  What 
we  find  is  that  in  those  circumstances  where  people  could  leave 
their  money  in  for  retirement  purposes,  79  percent  are  taking  some 
or  all  of  the  money  back  out  and  spending  it  for  other  purposes. 

So,  it  was  for  all  of  these  reasons  that  last  summer  we  launched 
an  education  campaign.  We  have  been  very  pleased  because  since 
we  launched  it  we  have  over  150  private  sector  organizations  that 
have  joined  with  us  in  that  campaign,  including  the  AFL-CIO,  the 
American  Banking  Association,  and  life  insurance  companies.  It  is 
a  very  broad  based  group  that  we're  all  trying  to  focus  our  efforts 
together  on  this  issue  of  getting  people,  first,  to  think  about  retire- 
ment issues,  to  start  putting  money  aside,  to  understand  the  op- 
tions that  are  available  to  them.  One  of  our  first  products  in  this 
campaign  was  a  very  simple  brochure  that  we  produced  called  "The 
Top  Ten  Ways  To  Beat  The  Clock  And  Save  For  Retirement."  With 
the  help  of  our  partners,  we  have  already  distributed  over  1  million 
copies  of  that  brochure. 

Mr.  Porter.  I'm  not  so  sure,  and  I'm  a  Republican,  but  I'm  not 
so  sure  that  we  don't  allow  ourselves  too  much  freedom  in  our  soci- 
ety to  not  act  responsibly  and  leave  ourselves  in  need  of  public  as- 
sistance in  our  nonproductive  years.  We  really  probably  ought  to 
rethink  all  of  this  in  terms  of  what  we  can  do  to  ensure  that  people 
put  aside  resources  and  are  able  to  live  independently  when  they 
reach  retirement  age.  There's  no  reason  why  these  plans  can't  sim- 
ply be  limited  to  retirement  and  have  to  be  left  in.  And  while  we 
have  tax  penalties  in  other  things  that  tend  to  deter,  and  you're  en- 
gaging in  an  education  campaign,  I  really  wonder  whether  we 
shouldn't  simply  say  you  can't  take  it  out;  it's  there  and  it's  going 
to  be  there  for  your  retirement.  I  really  think  we  ought  to  think 
this  thing  through  a  little  bit  better.  Thank  you  very  much. 
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MSHA'S  FY  1997  BUDGET  INCREASE 

Mr.  McAteer,  you  have  probably  gone  to  sleep  over  there.  No 
questions  for  you  yet,  but  I  have  some.  Your  budget  request  for 
1997  is  going  up  by  3.8  percent  over  1996.  This  request  seems  al- 
most modest  compared  to  your  colleagues  here  at  the  table.  Why 
is  it  that  your  agency  is  able  to  operate  more  economically  perhaps 
than  some  of  the  others  given  the  very  important  task  that  you 
have? 

Mr.  McAteer.  Thank  you,  Chairman  Porter.  I  am  happy  not  to 
receive  all  the  questions.  Our  agency,  we  hope,  has  worked  effec- 
tively and  quietly  to  try  to  improve  health  and  safety  in  the  mines. 
Our  budget  increase  of  3.8  percent  reflects,  first  of  all,  emphasis  in 
the  area  of  health,  a  concern  of  ours,  as  well  as  an  emphasis  on 
small  mine  safety  and  an  emphasis  on  efficiency  in  operation.  The 
dollar  amount  of  the  increase  is  that  we  are  requesting  roughly  $12 
million.  We  have,  however,  an  offset  of  $4  million  which  is  a  sav- 
ings that  we  have  achieved  through  our  administrative  streamlin- 
ing activities  for  the  last  year,  thus  representing  at  the  end  of  the 
day  the  3.8  percent  overall  increase  in  our  budget. 

Secondly,  we  are  looking  at  ways  that  we  can,  as  an  agency,  im- 
prove our  enforcement  program.  One  of  the  ways  is  that  we  were 
appropriated  monies  last  year  to  assist  us  in  improving  the  effi- 
ciency and  effectiveness  of  our  inspection  force  through  the  use  of 
laptop  computers.  That  program  was  begun  last  year  and  we  are 
now  using  these  on  a  more  broad  base  to  allow  our  inspectors  more 
time  in  the  mines  and  less  time  filling  out  paperwork. 

So  we've  accomplished,  I  think,  some  of  the  things  that  we're  try- 
ing to  do  in  terms  of  efficiency.  We've  also  accomplished  some  of 
the  economies  that  we  were  trying  to  achieve  last  year  and  the 
year  before  in  terms  of  working  with  the  industry.  We've  done  this 
in  a  couple  of  programs  where  we've  disseminated  information  to 
the  mining  community  and  provided  the  opportunity  for  them  to 
join  us  in  trying  to  jointly  attack  significant  problems.  This  has,  we 
think,  resulted  in  some  savings  for  us  as  well. 

MSHA  WORKLOAD 

Mr.  Porter.  Is  your  workload  declining? 

Mr.  McAteer.  The  number  of  mines  has  declined  in  the  last  year 
by  about  200  to  300.  That  number  does  not,  however,  mean  a  de- 
crease in  production.  In  fact,  there's  been  an  increasing  trend  in 
the  level  of  coal  production  as  well  as  a  roughly  stable  number  on 
the  non-metal  side.  What  we  are  seeing  though  is  a  centralization 
in  mines;  that  is,  larger  mines  producing  more  product.  That 
changes  our  enforcements.  There  will  be  fewer  mines,  but  the  types 
of  inspections  that  we  must  have  to  do  and  the  types  of  knowledge 
that  we  have  to  have  to  do  these  inspections  has  changed. 

msha/osha  merger 

Mr.  Porter.  A  suggestion  was  made  by  some  people  last  year 
that  your  agency  could  be  merged  with  OSHA  in  order  to  reduce 
overhead  costs  and  accomplish  other  cost-savings.  That,  of  course, 
would  require  a  change  in  the  underlying  law.  What  is  your  opin- 
ion of  the  suggestion,  and  would  there  be  any  advantages  to  it? 
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Mr.  McAteer.  Our  opinion  is  that  such  a  merger  would  not 
achieve  the  intended  purpose,  nor  would  it  achieve  the  purpose 
that  the  Mine  Act  was  set  out  to  achieve,  which  was  the  improve- 
ment of  health  and  safety  in  the  mines.  The  mining  industry  is  dis- 
tinct from  other  industries  in  that  the  mine  is  a  dynamic  and 
changing  workplace,  and  that  changing  workplace  constitutes  a 
problem  for  both  the  employers  and  the  miners  and  for  us  as  an 
inspection  force.  That  is  somewhat  distinct  from  some  of  our  col- 
leagues in  OSHA  where  they  often  see  a  factory  that  is  fairly  stat- 
ic, for  example. 

Therefore,  the  Congress  in  its  wisdom,  and  we  believe  it  was  wis- 
dom, in  1969  focused  attention  on  the  Mine  Act  and  gave  us  a  spe- 
cific statutory  requirement  to  inspect  mines  on  a  regular  basis — 
that  is  four  times  a  year  at  underground  mines,  and  two  times  a 
year  in  surface  mines.  This  enforcement  mandate  is  distinct  from 
the  law  that  was  designed  for  OSHA.  The  statutory  inspection  re- 
quirements have,  we  think,  been  part  of  the  cause  for  the  reduction 
in  the  number  of  fatal  accidents  and  the  reduction  in  the  number 
of  non-fatal  accidents  since  the  Act  was  passed  in  1969.  So  we 
would  continue  to  support  an  independent  agency  and  an  independ- 
ent statute,  and  we  think  the  success  of  that  statute  merits  its  con- 
tinuation. 

HEALTH  HAZARDS  IN  MINING 

Mr.  PORTER.  The  justifications  indicate  that  you  plan  to  empha- 
size health  hazards  in  the  mines  to  a  greater  extent  as  opposed  to 
safety  hazards.  Do  you  feel  that  health  hazards  at  this  point  are 
a  greater  danger  to  miners  and  that  the  safety  hazards  are  more 
under  control? 

Mr.  McAteer.  I  think  the  health  hazards  have  been  neglected  to 
some  extent  by  the  agency  over  the  years  in  light  of  the  fact  that 
one  had  to  deal  with  safety  issues  first,  and  that's  the  logical  out- 
come. If  a  person  can  be  killed  instantly  as  opposed  to  a  series  of 
exposures  to  dust  that  might  shorten  your  life  in  the  long-term, 
certainly  the  emphasis  should  be  placed  on  keeping  that  person 
alive  immediately.  The  fact  that  we  have  brought  the  number  of  fa- 
talities down  is  a  positive  step  and  I  think  gives  us  the  latitude 
now  to  look  at  other  ways  to  spend  our  time  and  our  monies  to  try 
to  attack  these  ongoing  problems. 

We  are  concerned  that  we  continue  to  have  dust  problems  in  the 
coal  mines  after  25  years  of  the  statute's  existence  leading  to  expo- 
sures that  continue  to  create  Black  Lung  disease.  We  are  concerned 
about  silicosis  which  is  a  disease  which  has  been  known  to  man- 
kind since  the  first  century,  and  we  have  not  eradicated  it.  I  think 
we're  at  a  point  now  where  we  can  in  fact  attack  these  two  hazards 
and  achieve  eradication.  This  is  not  to  say  that  we're  going  to  do 
this  to  the  neglect  of  the  safety  side,  however,  because  we  continue 
to  have  problems  as  of  today.  The  number  of  fatalities  was  as  high 
in  1995  as  the  number  that  occurred  in  1992.  That  causes  us  con- 
cern and  we,  along  with  the  industry  as  well  as  labor  and  the  aca- 
demic community  met  at  the  end  of  last  year  or  beginning  of  this 
year  to  say  we  don't  like  the  trend  that  is  going  upward.  We  would 
like  to  reverse  that  trend  and  get  it  going  back  down. 
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INHERENT  DANGERS  OF  MINING 


Mr.  Porter.  One  would  think  that  your  agency  has  a  very,  very 
important  job  because  mining,  it  seems  to  me,  is  inherently  more 
dangerous  than  most  other  things  that  we  do.  Is  there  statistical 
evidence  to  show  that  mining  is,  in  fact,  more  dangerous  than  let's 
say  construction? 

Mr.  McAteer.  There  is  data  which  says  that  mining  has  been 
historically  the  most  dangerous  occupation  or  among  the  most  dan- 
gerous occupations  and  that  continues  to  this  day.  We've  made 
progress,  but  because  of  the  elements  that  are  there  in  particular 
types  of  mines,  for  example  underground  mines,  that  you  wouldn't 
have  in  construction  sites,  we  believe  that  accident  problems  still 
exist.  The  statistics  show  our  industry  continues  to  have  a  very 
high  injury  rate.  On  the  basis  of  the  types  of  injuries  and  the  level 
of  serious  injuries  that  occur,  we  continue  to  be  among  the  highest, 
if  not  the  highest,  in  all  industries  in  the  country. 

Mr.  Porter.  Thank  you,  Mr.  McAteer. 

retirement  protection  act 

Mr.  Slate,  the  Pension  Benefit  Guaranty  Corporation  is  a  self- 
supporting  operation  up  to  this  point;  is  that  correct? 

Mr.  Slate.  Yes. 

Mr.  Porter.  Can  you  foresee  a  time  when  a  Federal  taxpayer 
subsidy  would  be  required  to  support  your  agency? 

Mr.  Slate.  No.  I  think,  frankly,  thanks  to  the  kinds  of  things 
that  you've  done,  particularly  the  passage  of  the  Retirement  Protec- 
tion Act,  we're  on  a  very,  very  strong  trend.  Our  deficit,  as  Ms. 
Metzler  mentioned,  has  been  reduced  by  90  percent,  it  is  down  to 
$300  million  from  $3  billion.  More  important,  the  long  term  expo- 
sure to  the  system  has  gone  down  from  $71  billion  to  $31  billion. 
There  is  need  to  be  cautious,  but  I  think  Congress  has  put  us 
where  we  want  to  be  and  I  think  we're  moving  in  the  right  direc- 
tion. 

Mr.  Porter.  There  has  been  improvement  since  the  enactment 
of  the  Retirement  Protection  Act.  How  much  of  that  though  is  at- 
tributable to  market  and  interest  rate  changes? 

Mr.  Slate.  Right.  We  know  that  the  underfunding  was  reduced 
from  $71  billion  to  $31  billion,  and  $14  billion  involved  additional 
contributions,  so  at  least  a  third  of  that  improvement  was  because 
of  either  the  new  law  or  the  atmosphere  created  by  the  new  law. 
I  don't  want  to  suggest  that  the  continued  trend  will  be  so  dra- 
matic, but  the  trend  will  clearly  continue  over  the  years  and  our 
deficit  should  easily  go  away  in  a  few  years. 

Mr.  Porter.  Why  don't  you  describe  the  current  deficit  situation. 
You  are  projecting,  you  said  it's  easily  going  to  go  away  in  the  next 
few  years.  Where  are  you  now? 

Mr.  Slate.  As  I  said,  the  PBGC  deficit  went  down  from  $2.9  bil- 
lion to  $300  million.  We  have  $10.4  billion  in  assets,  this  is  in  the 
single  employer  program,  and  $10.7  billion  in  liabilities.  Last  year 
we  had  record  earnings  of  $2  billion,  largely  of  course  because  of 
the  market.  It  is  going  in  the  right  direction  and,  assuming  that 
the  economy  continues  on  any  reasonable  course,  I  am  certain  the 
deficit  will  be  eliminated  in  a  very  short  time. 
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DEFINED  BENEFIT  PLANS 

Mr.  Porter.  I  think  we  would  all  feel  better  about  that.  What 
steps  do  you  take  to  encourage  the  continuation  and  maintenance 
of  defined  benefit  plans? 

Mr.  SLATE.  I  think  defined  benefit  plans  are  very  important  be- 
cause they  offer  a  set  benefit.  I  think  passage  of  the  Retirement 
Protection  Act  was  very  important  because  it  made  it  more  attrac- 
tive for  people  to  have  defined  benefit  plans  or  at  least  have  the 
sense  that  the  insurance  system  works.  The  simplification  proposal 
that  the  President  has  sponsored  and  of  which  the  leadership  has 
another  version  also  does  a  number  of  things  to  simplify  defined 
benefits  plans  and  help.  But  in  the  end,  Mr.  Porter,  this  is  an  eco- 
nomic phenomenon,  as  I  think  you've  noticed.  The  drop  in  defined 
benefit  plans  has  particularly  been  so  amongst  smaller  employers 
and  smaller-middle  size  employers  for  economic  reasons.  We'll  just 
have  to  wait  and  see  depending  on  how  the  economy  is,  depending 
on  how  earnings  are  in  defined  contribution  plans,  I  think  it  is 
those  demographic  factors  that  in  the  end  will  control  whether  the 
defined  benefit  plan  has  a  resurgence. 

NON-LIMITATION  FUNDS 

Mr.  Porter.  In  the  1996  appropriation  bill,  your  expenses  for  col- 
lection of  premiums  were  considered  to  be  non-administrative  ex- 
penses and  were  excluded  from  the  limitation  in  the  appropriations 
bill.  Is  that  correct?  And  why  are  you  planning  to  change  that  in 
the  1997  budget? 

Mr.  Slate.  Because  there  was  the  adjustment,  we  had  asked  for 
approximately  $12  million  on  the  limitation  side.  With  an  across- 
the-board  Administrative  reduction  in  1996,  we  lost  $1.4  million. 
The  problem  was  that  $1.4  million  impacted  almost  exclusively  on 
premium  collections.  We  discussed  this  with  the  Chairman  and  we 
asked  if  there  could  be  some  flexibility  so  that  we  could  use  our 
non-limitation  funds  to  collect  premiums.  You  were  kind  enough  to 
give  it  to  us.  We're  now  simply  asking  that  the  $1.4  million  be  re- 
stored. If  it  is  restored,  we  don't  need  the  flexibility. 

Mr.  Porter.  Thank  you,  Mr.  Slate. 

INTERNATIONAL  TEAMSTERS  ELECTION 

Mr.  Anderson,  we  see  that  the  budget  request  for  your  agency 
contains  $3.8  million  for  the  second  year  of  financial  support  for 
the  International  Teamsters  election  to  be  held  this  year.  Last 
year,  the  request  was  for  $5.6  million.  What  are  you  going  to  do 
with  the  funds?  Are  you  simply  turning  the  money  over  to  the  Jus- 
tice Department?  And  if  that's  the  case,  why  wouldn't  the  adminis- 
tration simply  ask  for  all  the  funds  in  the  budget  of  the  Depart- 
ment of  Justice  rather  than  getting  Department  of  Labor  involved? 

Mr.  Anderson.  Well,  the  requirement  for  the  funds,  Mr.  Chair- 
man, resulted  from  a  court  decision  several  years  ago  regarding  the 
election  of  national  officers  of  the  Teamsters  Union.  The  Justice 
Department  and  the  Labor  Department  discussed  how  the  amount 
of  money  that  is  necessary  to  support  the  election  might  be  appor- 
tioned. I  am  not  fully  aware  of  why  the  distribution  between  the 
cost  that  would  be  met  by  the  Justice  Department  and  the  Labor 
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Department  turned  out  as  it  did,  but  I  know  that  there  was  an 
agreement  between  the  two  departments  to  share  the  cost  in  the 
way  that  is  reflected  in  our  request. 

Mr.  Porter.  Do  you  have  any  involvement  in  the  Teamsters  elec- 
tion or  do  you  just  provide  part  of  the  money  for  it? 

Mr.  Anderson.  This  is  a  straight  pass-through  of  funds  from  the 
Department  of  Labor  to  the  Department  of  Justice. 

Mr.  Porter.  Justice  has  the  lead  and  you  just  turn  over  your 
share  to  them? 

Mr.  Anderson.  That's  correct,  yes. 

AFFIRMATIVE  ACTION  INITIATIVE 

Mr.  Porter.  We  note  that  you  are  requesting  an  increase  of 
$7,250,000  for  an  affirmative  action  initiative  in  the  Office  of  Fed- 
eral Contract  Compliance  programs.  That  office  as  a  whole  is  pro- 
posed to  increase  by  15  percent  over  the  1996  appropriation  that 
we  just  enacted.  How  would  you  plan  to  spend  the  increase  of  $7.3 
million  if  you  get  it?  And  doesn't  it  strike  you  that  a  15  percent 
budgetary  increase  is  extremely  generous  at  a  time  when  discre- 
tionary resources  are  very  tight?  In  fact,  wouldn't  you  be  satisfied 
if  you  simply  managed  to  avoid  any  further  cuts  in  the  1997  budg- 
et? 

Mr.  Anderson.  It  would  be  difficult  to  say  that  we  would  be  sat- 
isfied. 

Mr.  Porter.  I  guess  you  wouldn't  be  satisfied,  but  tell  us  how 
you  plan  to  spend  the  money  and  why  it  is  justified. 

Mr.  Anderson.  I  think  that  we  should  begin,  Mr.  Chairman, 
with  a  recognition  that  a  very  serious,  concerted,  energetic  effort 
has  been  underway  for  some  time  to  streamline  the  way  the  Office 
of  Federal  Contract  Compliance  Programs  goes  about  its  work.  For 
some  time  it  has  been  necessary  and  desirable  to  reform  the  regu- 
lations under  which  the  affirmative  action  and  non-discrimination 
requirements  are  enforced.  Part  of  the  funds  that  are  requested 
here  would  do  that;  that  is,  to  streamline  the  regulations  to  reduce 
the  paperwork,  to  reduce  the  length  of  time  necessary  to  conduct 
compliance  reviews,  to  change  the  nature  of  the  compliance  reviews 
so  that  the  enforcement  would  be  less  burdensome  for  businesses 
and  especially  small  businesses. 

Then  there  is  also  a  part  of  the  funds  that  would  be  used  for 
technical  assistance  to  contractors  who  are  covered  by  the  executive 
order  and  by  the  other  laws  that  we  are  responsible  for  administer- 
ing, for  example  the  disabled  workers  covered  under  section  503  of 
the  Rehabilitation  Act.  What  we  want  to  do  here  is  to  get  the  infor- 
mation out  more  widely  so  that  contractors  would  better  under- 
stand their  responsibilities  in  complying  with  the  law  of  non-dis- 
crimination and  affirmative  action. 

And  then  we  want  to  change  the  way  the  compliance  reviews  are 
conducted.  For  example,  to  move  from  the  general  compliance  re- 
views that  are  now  conducted  to  what  is  called  tiered  reviews.  We 
had  a  pilot  project  in  the  Seattle  region  that  tested  the  feasibility 
of  tiered  reviews.  A  tiered  review  is  a  review  that  can  be  conducted 
on  only  a  part  of  the  contractor's  operation.  Rather  than  having  a 
wall-to-wall  comprehensive  review  conducted  every  time  a  review  is 
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scheduled,  there  would  only  be  a  part  of  the  company  that  would 
be  selected  for  such  a  review. 

Now,  in  order  to  move  in  this  direction,  that  is  with  a  view  to- 
ward reducing  the  burden  associated  with  complying  with  the  exec- 
utive order,  we  need  several  things.  First  of  all,  we  need  to  intro- 
duce more  technology  into  the  process.  So  some  of  the  funds  would 
be  spent  for  additional  technology,  for  computers,  for  ADP  soft- 
ware, and  for  other  resources  like  that.  There  is  also  a  need  for  ad- 
ditional funds  for  travel  to  get  out  and  to  meet  with  contractors, 
to  consult  with  them,  to  get  their  views  about  how  this  enforcement 
process  should  proceed  and  also  to  give  them  more  information 
about  compliance.  And  the  funds  that  we're  requesting  would  sup- 
port those  kinds  of  activities  to  make  this  a  more  efficient,  more 
cost-effective  enforcement  process. 

IMMIGRATION  INITIATIVE 

Mr.  Porter.  Thank  you.  For  your  Wage  and  Hour  Division,  you 
are  requesting  another  sizeable  budget  increase  amounting  to  $18.5 
million.  This  represents  a  percentage  increase  of  a  little  over  18 
percent.  About  $15  million  of  the  increase  is  for  an  illegal  immigra- 
tion initiative.  How  many  additional  employees  do  you  plan  to  hire 
as  part  of  this  initiative?  How  many  wage  and  hour  compliance  of- 
ficers would  you  have  if  you  made  these  additional  hires?  Why  is 
this  immigration  initiative  so  important  to  the  department  and 
what's  its  significance? 

Mr.  Anderson.  Well,  the  $15  million  request  would  support  200 
additional  FTE.  The  purpose  of  this  is  to  let  the  Labor  Department 
play  its  part  in  addressing  the  very  serious  problem  of  illegal  immi- 
gration in  this  country.  This  is  a  very  important  issue  which  inci- 
dently,  as  you  know,  has  received  congressional  action  both  in  the 
House  and  the  Senate.  The  Barbara  Jordan  Commission,  after  a 
long  and  searching  examination  of  the  problem  of  immigration,  rec- 
ommended that  the  Labor  Department  play  a  major  role  in  this 
area  to  increase  the  enforcement  of  labor  standards  as  a  means  for 
reducing  the  incentive  for  workers  to  come  into  this  country  ille- 
gally. 

We  have  a  situation  where  jobs  are  a  major  magnet  for  many 
workers  from  other  countries  to  come  here  without  the  proper  docu- 
mentation. We  believe,  and  I  think  the  record  will  show,  that  if 
labor  standards,  that  is  the  requirement  to  pay  the  minimum  wage 
and  overtime  and  other  labor  standards,  are  vigorously  enforced  in 
those  industries  where  there  is  reason  to  believe  that  there  is  a 
substantial  amount  of  illegal  immigration,  then  that  will  reduce 
the  economic  incentive  for  workers  to  come,  reduce  the  economic  in- 
centive for  employers  to  hire  them,  and  in  that  way  we  can  get  a 
handle  on  the  illegal  immigration  problem  and  reduce  it  signifi- 
cantly over  a  period  of  time. 

DAVIS-BACON  HELPER  REGULATIONS 

Mr.  Porter.  Let's  talk  for  a  minute  about  a  part  of  Davis-Bacon 
that  Mr.  Istook  did  not  discuss.  We  note  in  the  budget  documents 
that  the  department  is  again  this  year  asking  Congress  to  include 
an  appropriations  rider  to  stop  the  implementation  of  the  Davis- 
Bacon  helper  regulations.   Congress  did  not  approve  this  in  the 
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1996  budget  just  enacted.  Why  are  you  asking  us  to  do  this  again? 
And  since  we  did  not  approve  this  as  part  of  the  1996  budget,  will 
you  now  move  ahead  to  implement  these  regulations?  If  not,  why 
not? 

Mr.  Anderson.  The  request  was  put  in  to  give  us  time  to  change 
the  regulations  in  a  way  that  would  be  consistent  with  the  intent 
of  the  Davis-Bacon  Act.  A  rulemaking  process  needs  to  be  initiated 
to  rewrite  the  regulation  on  helpers  in  order  to  make  it  possible  to 
implement  in  a  feasible  and  cost-effective  way.  That  is  the  basis  for 
the  request  to  have  the  rider  attached  to  the  appropriations  bill. 

Mr.  Porter.  If  that  doesn't  happen,  are  you  going  to  proceed 
then  to  implement  current  regulation? 

Mr.  Anderson.  If  that  does  not  happen,  we  will  continue  to  move 
forward  with  rulemaking  process  that  would  examine  the  helper 
regulation,  to  develop  one  that  would  be  feasible  to  implement.  As 
you  probably  know,  when  the  surveys  are  conducted  a  set  of  occu- 
pations have  to  be  specified  in  order  to  collect  information  on  what 
the  prevailing  wages  are  in  that  community.  It  is  not  clear  at  the 
outset  as  to  what  the  unique  functions  and  responsibilities  of  a 
helper  would  be.  It  is  not  easy  to  define  the  helper  position  as  an 
occupational  grouping  comparable  to  carpenters  or  plumbers  or 
sheet  metal  workers  or  other  occupations  that  are  typical  within 
the  construction  industry. 

And  so  we  need  to  look  very  carefully  at  what  exists  in  labor 
markets  around  the  country,  what  the  experience  is  of  the  respon- 
sibilities performed  by  helpers  in  order  to  have  a  clear  definition 
that  would  give  guidance  to  the  contractors  and  others  from  whom 
we  receive  information  on  the  wages  to  determine,  first  of  all, 
whether  the  helper  classification  is  prevailing  in  that  community, 
and  secondly,  if  so,  what  wages  are  being  paid  to  helpers.  And  the 
best  way  to  answer  those  questions  is  through  a  systematic,  orderly 
rulemaking  process  which  is  what  is  anticipated  as  we  go  forward 
in  this  area  in  fiscal  year  1997. 

HAZARDOUS  OCCUPATION  ORDERS 

Mr.  Porter.  Last  year,  there  was  a  great  deal  of  concern  ex- 
pressed in  both  the  House  and  the  Senate  about  a  couple  of  your 
hazardous  occupation  orders  dealing  with  the  employment  of  mi- 
nors. I  refer  specifically  to  Order  No.  2  and  Order  No.  12  concern- 
ing the  occasional  driving  of  vehicles  on  the  job  by  minors  and  the 
loading  of  certain  cardboard  balers  by  minors.  What  are  you  doing 
to  address  these  concerns?  And  why  does  it  take  the  department 
so  long  to  update  these  orders  that  appear  to  be  out-of-date?  Is  this 
a  priority  at  all  for  you? 

Mr.  Anderson.  This  is  a  priority  but  it  is  also  an  area  where 
Congress  has  bestirred  itself  to  take  action.  There  were  efforts  un- 
derway this  fiscal  year  in  this  budget  process  to  address  the  paper 
balers  issue.  In  the  House  and  in  the  Senate  there  was  legislation 
offered  to  address  the  teenage  drivers  issue.  This  is  an  area  where 
we  had  started  to  look  at  the  child  labor  regulations.  Sometime  in 
early  fiscal  year  1995,  we  started  this  process.  The  rulemaking 
process,  as  you  know,  is  a  rather  long  and  laborious  process.  We 
were  moving  along  on  that  slowly  but  surely  trying  to  address  this 
issue  with  limited  resources  as  well  a  number  of  other  regulatory 
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issues.  Then  the  Congress  decided  that  it  wanted  to  act  in  this 
area.  We  then  shifted  away  from  the  rulemaking  process  that  we 
were  engaged  in  to  see  if  we  might  be  helpful  to  Members  of  Con- 
gress as  you  were  developing  these  proposals. 

Let  me  say  that  this  is  a  very  complicated  area  but  one  in  which 
there  is  a  good  deal  of  concern  within  the  Department  of  Labor  as 
expressed  by  the  Secretary  and  others.  While  there  is  a  serious  in- 
terest in  expanding  employment  opportunities  for  young  people,  a 
major  objective  of  Labor  Department  policy  and  interest,  there  is 
a  corollary  interest  in  protecting  young  people  in  the  world  of  work. 
Evidence  based  on  surveys  and  injury  statistics  shows  very  clearly 
that  paper  balers  are  very  dangerous  machines.  While  it  is  desir- 
able to  expand  opportunities  for  young  people  to  work  in  grocery 
stores  and  other  places  where  such  machines  are  found,  we  feel  we 
have  an  obligation  to  set  standards  that  would  protect  young  peo- 
ple against  injury  and  the  loss  of  limb  and  loss  of  life  that  can  re- 
sult in  some  cases  from  working  around  such  machines. 

The  same  thing  is  true  with  teenage  drivers.  The  driving  of  auto- 
mobiles is  the  single  largest  cause  of  death  for  young  people  in  this 
country.  That  being  the  case,  surely  we  would  not  want  to  do  any- 
thing to  reduce  the  protections  for  young  people  in  the  world  of 
work  associated  with  driving  automobiles. 

So  while  we  certainly  are  interested  in  looking  at  the  child  labor 
regulations  in  order  to  make  them  compatible  with  changes  in  in- 
dustry, changes  in  the  world  of  work,  we  want  to  do  so  with  full 
recognition  of  the  need  to  protect  young  people  as  they  try  to  work 
and  earn  income. 

Mr.  Porter.  I  personally  don't  have  any  direct  involvement  with 
these  matters,  but  I  suggest  that  the  Department  not  stop  work 
while  Congress  goes  through  the  process  of  putting  on  and  taking 
off  riders  on  appropriation  bills  or  passing  legislation  that  passes 
only  one  house  and  goes  nowhere  in  the  other.  I  think  it  would  be 
much  better  if  you  would  sit  down  with  the  people  who  have  con- 
cern in  this  area  and  see  what  their  concerns  are  and  see  if  you 
can  work  out  whatever  differences  there  are  in  a  reasonable  way 
and  respond  to  it.  I  think  that  works  far  better  than  to  start  and 
stop  a  process. 

If  you  genuinely  feel  that  the  changes  should  not  be  made  under 
any  circumstances,  fine,  just  tell  us  and  those  who  are  concerned 
about  it  should  understand  that.  I  think  it's  much  better  to 
frontally  have  your  differences  with  the  Members.  But  we  have  an 
ongoing  concern  that  these  things  get  attached  to  our  bill  and  go 
back  and  forth.  We  would  much  rather  this  be  worked  out  outside 
the  legislative  process  because  it  isn't  really  something  that  lends 
itself  directly  to  the  legislative  decision,  as  you  point  out.  You  have 
to  look  at  the  statistics. 

Mr.  Anderson.  Work  on  the  child  labor  regulations  continues. 
We're  going  to  move  forward  with  that.  We  also  would  like  to  con- 
tinue to  be  in  touch  with  members  of  this  committee,  with  you  and 
others  as  you  attempt  to  legislate  in  this  area  because  I  think  that 
these  are  matters  of  concern. 

Mr.  Porter.  I  would  just  as  soon  not  legislate  in  this  area.  I 
would  prefer  you  handle  it  on  a  regulatory  basis  as  you  have  power 
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to  do  but  that  you  at  least  respond  and  work  with  the  people  who 
have  concern  for  change  in  this  area. 
Mr.  Anderson.  We  will  do  that. 

FECA  ACTUARIAL  STUDY 

Mr.  Porter.  Okay.  You're  proposing  to  spend  $1  million  in  the 
Federal  Workers  Compensation  program  to  do  an  actuarial  study 
leading  to  a  premium-like  fee  assessment  system  to  be  substituted 
for  the  current  charge-back  reimbursement  in  the  system.  Why  is 
this  being  proposed?  Will  this  require  authorizing  legislation  or  can 
it  be  handled  through  the  appropriations  bill?  And  do  you  plan  to 
eventually  bill  Federal  agencies  for  the  cost  of  administering  the 
program  as  well  as  the  cost  of  the  benefits? 

Mr.  Anderson.  Well,  as  you  know,  Mr.  Porter,  the  Federal  Em- 
ployees Compensation  Act,  FECA,  is  a  very  expensive  program  for 
the  Federal  Government  and  for  Federal  agencies.  It  is  a  program 
which  in  structure  and  operation  is  substantially  different  from  the 
Workers  Compensation  plans  that  you  find  in  the  private  sector. 
By  the  way,  the  administrative  cost  of  running  the  FECA  program 
is  also  much  less  than  is  typically  found  in  the  private  sector. 

But  what  we  considered  during  the  time  we  were  going  through 
the  reinvention  process  and  looking  for  new  ways  to  reduce  the  cost 
of  Government  and  to  have  more  efficiency  in  the  process  of  admin- 
istering Government  programs  is  an  idea  that  a  fee-based  system 
might  be  less  costly  to  Federal  agencies  than  the  current  charge- 
back system  which  pays  dollar  for  dollar  for  whatever  injuries  or 
loss  of  life  are  sustained  by  Federal  employees.  And  so  we  think 
that  if  the  fee-based  system  can  be  substituted  for  the  charge-back 
system,  this  would  save  quite  a  lot  of  money  over  a  period  of  time. 

In  order  to  introduce  a  fee-based  system,  however,  it  is  important 
to  do  a  study  of  injuries,  the  cause  of  such  injuries,  and  accidents 
on  the  job,  and  try  to  anticipate  where  injuries  would  take  place. 
This  can  be  done  by  developing  what  the  economists  would  call  an 
econometric  model.  I  am  an  economist,  as  is  Ms.  Abraham.  An 
economist  can  develop  an  econometric  model  that  would  allow  you 
to  forecast  what  the  rate  of  injuries  would  be  in  certain  areas  and 
based  on  that  information  you  would  then  have  a  basis  for  deciding 
what  premium-like  fees  should  be  paid  by  the  various  agencies. 

This  kind  of  study  and  the  development  of  the  econometric  model 
can  best  be  developed  by  outside  firms  that  are  expert  in  this  area. 
The  requested  funds  would  be  used  to  engage  the  services  of  a  com- 
pany that  does  this  kind  of  work,  to  get  them  working  on  develop- 
ing the  model  and  looking  at  all  of  the  evidence  on  injuries  and  in 
that  way  then  have  a  basis  to  come  back  to  Congress  with  a  pro- 
posal for  changing  the  FECA  system.  I  suspect  that  this  would  re- 
quire legislation.  And  so  the  study  that  would  be  conducted  would 
give  us  the  information  we  would  need  to  formulate  a  request  at 
some  point  in  the  future  to  change  the  system. 

Let  me  say  that  one  clear  advantage  of  the  fee-based  system  is 
that  it  would  give  Federal  agencies  a  much  greater  incentive  to  re- 
duce injuries  on  the  job.  We  could  move  from  a  system  of  benefits 
payments  after  workers  have  been  injured  to  a  greater  emphasis 
on  preventing  the  injuries  from  taking  place.  This  would  be  a  great 
advantage  that  would  save  a  good  deal  of  money  over  time. 
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Mr.  Porter.  Thank  you,  Mr.  Anderson.  Ms.  Metzler,  I  feel  we've 
neglected  you  but  your  assistant  secretaries  and  your  executive  di- 
rector, and  your  commissioner  have  all  done  such  a  good  job  of  an- 
swering the  questions  that  the  questions  that  I  have  for  you  I  think 
I'm  just  going  to  put  in  the  record. 

Let  me  thank  all  of  you  for  your  good  testimony  and  your  candor 
in  answering  our  questions.  We  appreciate  it  very  much  and  we  ap- 
preciate the  fine  job  that  you're  doing. 

Ms.  Metzler.  Thank  you. 

Mr.  Porter.  The  subcommittee  will  stand  in  recess  until  2:00 
p.m. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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Mr.  Porter:      Ms.  Metzler,  what  is  the  percentage  increase  that  the  Department  is 
budgeting  for  the  Government- wide  pay  increase  for  January  of  1997?   How  does  that 
compare  with  the  increase  that  occured  in  January?   Does  this  include  the  locality  pay 
increase  as  well?   For  the  record,  provide  a  chart  showing  the  estimated  cost  of  the  January, 
1997  pay  increase  for  each  of  the  agencies  here  at  the  table  today. 

Ms.  Metzler:    The  pay  raise  becoming  effective  in  January,  1997  will  be  an  increase 
of  3.0  percent  as  compared  with  the  FY  1996  pay  increase  of  2.4  percent.   These  increases 
are  intended  to  cover  both  the  Employment  Cost  Index  (ECI)  —  based  national  pay  raises  and 
locality  pay  raises. 

I  will  provide  a  chart  showing  the  estimated  cost  of  the  January,  1997  pay  raise  for  each  of 
the  agencies  participating  in  today's  panel. 


PANEL  AGENCIES 

FY  97  PAY 

INCREASE 

COSTS* 

Pension  and  Welfare  Benefits  Administration 

$1,198,000 

Pension  Benefits  Guaranty  Corporation 

$877,000 

Employment  Standards  Administration 

$4,790,000 

Mine  Safety  and  Health  Administration 

$2,949,000 

Bureau  of  Labor  Statistics 

$3,008,000 

Departmental  Management 

$2,847,000 

Amounts  exclude  agency  WCF  assessments  for  the  pay  raise. 
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Mr.  Porter:    In  addition,  Federal  employees  also  receive  automatic  within-grade 
increases  at  regular  intervals.    Is  that  correct?     How  are  within-grade  increases  calculated  and 
how  often  are  they  given?     For  the  record  again,  provide  a  chart  showing  the  estimated  cost 
of  the  1997  within-grade  pay  increases  for  each  of  these  agencies. 

Ms.  Metzler:    Federal  employees  receive  a  within-grade  increase  when  they  complete 
the  applicable  waiting  period,  which  usually  occurs  at  regular  intervals.    However,  to  earn  a 
within-grade  increase,  a  Federal  employee's  performance  must  be  rated  fully  successful  or 
better. 

A  within-grade  increase  is  an  increase  from  one  step  of  a  General  Schedule  (GS)  grade  to  the 
next  step.   There  are  ten  such  steps  in  each  grade.   The  steps  are  divided  into  three  parts  or 
thirds:    steps  one,  two,  and  three;  steps  four,  five,  and  six;  and  steps  seven,  eight,  nine,  and 
ten. 

Federal  employees  whose  pay  is  at  step  one,  two,  or  three  (the  first  third)  serve  a  waiting 
period  of  52  weeks  to  become  eligible  for  the  next  higher  step.   Those  whose  pay  is  at  step 
four,  five,  or  six  must  serve  a  104- week  period  to  become  eligible  for  the  next  higher  step. 
Employees  whose  pay  is  in  the  upper  third  (step  seven,  eight,  or  nine)  serve  a  waiting  period 
of  1 56  weeks. 

The  amount  of  a  within-grade  increase  for  a  given  General  Schedule  grade  is  approximately 
equivalent  to  three  percent  of  an  employee's  annual  pay.    It  is  derived  by  computing  the 
difference  between  the  first  and  the  tenth  steps  of  that  grade  and  dividing  the  result  by  nine. 
For  example,  the  within-grade  increase  at  GS-5  in  1996  equals  $636.   This  represents  the 
difference  of  $5,724  between  the  minimum  and  the  maximum  of  the  GS-5  rate  schedule 
($24,805  minus  $19,081),  divided  by  nine. 

I  will  provide  a  chart  showing  the  estimated  cost  of  the  1997  within-grade  pay  increases  for 
each  of  the  agencies  participating  in  today's  panel. 


DM 

$1,243,045 

WCF 

$300,399 

BLS 

$1,192,382 

ESA 

$1,570,508 

MSHA 

$1,127,490 

PWBA 

$299,073 
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Mr.  Porter:    What  is  the  promotion  policy  within  the  Labor  Department  with  respect  to 
grade  promotions?   Does  everyone  get  a  promotion  every  year  up  to  a  certain  grade  level? 

Ms.  Metzler:    In  the  competitive  service,  employees  occupying  developmental 
positions  in  established  career  ladders  may  be  promoted  to  the  next  grade  after  one  year, 
when  they  clearly  demonstrate  the  ability  to  perform  at  the  next  higher  grade  level.    A  career 
ladder  is  a  series  of  positions  of  increasing  difficulty  in  the  same  line  of  work  through  which 
a  group  of  employees  may  progress  from  the  entrance  levels  to  the  first  level  of  full 
performance.   They  are  all  given  grade-building  experience  and  are  promoted  as  they 
demonstrate  ability  to  perform  at  the  next  higher  level. 

These  career  ladders  are  established  for  most  professional  and  administrative  positions  in  the 
Department,  and  the  grade  level  at  which  most  begin  is  GS-5.    Most  of  the  career  ladders 
extend  through  the  GS-11  level,  although  a  few  go  to  GS-12.   There  are  also  career  ladder 
positions,  such  as  clerk-typist,  secretaries,  and  technicians;  these  range  from  GS-1/3  for  some 
jobs,  and  GS-3/5  for  higher  level  non-professional  positions. 

Once  employees  reach  the  top  of  the  career  ladder,  they  frequently  do  not  obtain  promotions 
to  higher  grade  positions  unless  they  compete  through  the  merit  promotion  system. 
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BLACK  LUNG  PROGRAM 

Mr.  Porter:   You're  proposing  appropriations  bill  language  in 
the  Black  Lung  Trust  Fund  that  would  make  the  appropriation  of  all 
benefit  payments  and  interest  payments  in  the  Treasury  permanent. 
No  annual  appropriation  would  be  required.   Is  that  correct? 

Mr.  Anderson:   Under  the  proposed  language,  an  annual 
appropriation  for  benefit  and  interest  payments  would  be 
eliminated.   However,  administrative  expenses  associated  with  the 
administration  of  the  Black  Lung  Trust  Fund  by  the  Departments  of 
Labor  and  Treasury  would  be  appropriated  on  an  annual  basis. 

Mr.  Porter:   Why  are  you  proposing  this? 

Mr.   Anderson:   The  proposed  language  change  would  make  the 
Black  Lung  Trust  Fund  easier  to  administer  by  providing  an 
appropriation  which  is  tied  to  outgo  rather  than  receipts.   Also, 
this  would  eliminate  the  appearance  that  the  Trust  Fund  does  not 
have  sufficient  cash  to  cover  its  obligations.   It  would  no  longer 
be  necessary  to  tap  into  the  next  year's  budget  authority  when 
Trust  Fund  total  obligations  exceed  the  amount  of  the  current  year 
budget  authority. 

Mr.  Porter:   How  many  black  lung  field  offices  do  you 
currently  have? 

Mr.  Anderson:   Since  1978  the  Division  of  Coal  Mine  Workers' 
Compensation  in  the  Employment  Standards  Administration's  Office 
of  Workers'  Compensation  Programs  has  maintained  nine  district 
offices  for  the  receipt,  development  and  adjudication  of  claims 
for  Black  Lung  benefits  and  the  payment  of  disability,  survivor 
and  medical  care  benefits  to  program  beneficiaries.   They  are 
located  in  Greensburg,  Johnstown  and  Wilkes -Barre  in  Pennsylvania, 
Charleston  and  Parkersburg  in  West  Virginia,  Pikeville  and  Mt . 
Sterling  in  Kentucky,  Columbus,  Ohio,  and  Denver,  Colorado. 

The  program  also  maintains  seven  field  stations  in  smaller 
communities  in  West  Virginia  and  Virginia.   Typically,  they  are 
staffed  three  or  four  days  each  month  by  personnel  assigned  to 
district  offices  in  West  Virginia  and  Kentucky.   This  is  similar 
to  the  "circuit  rider"  concept  used  by  the  Social  Security 
Administration  to  provide  services  to  people  located  in  outlying 
areas.   Most  of  the  field  stations  are  located  in  space  provided 
by  other  agencies,  such  as  the  Mine  Safety  and  Health 
Administration,  or  local  Senior  Citizens  Centers.   Therefore, 
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space  rental  charges  for  the  operation  of  these  contact  points  are 
minimal . 

Mr.  Porter:   Do  you  need  all  of  those  offices  to  efficiently 
run  the  program? 

Mr.  Anderson:   On  July  1,  1973,  the  Department  of  Labor  began 
receiving  claims  under  Part  C  of  the  Black  Lung  Benefits  Act, 
pursuant  to  the  1972  amendments  to  the  law.   Initially,  all  claims 
processing  activities  were  carried  out  in  Washington,  D.C. 
However,  Section  18(a)  of  Public  Law  95-239,  The  Black  Lung 
Benefits  Reform  Act  of  1977,  required  the  Secretary  of  Labor  to 
establish  field  offices  "reasonably  accessible  to... miners  and 
survivors."   The  current  office  structure  was  created  pursuant  to 
that  mandate.   Although  program  beneficiaries  are  located  in  all 
fifty  states,  over  67%  of  all  program  beneficiaries  live  in  the 
five  states  where  the  claims  processing  offices  are  located.   When 
the  immediately  adjoining  states  are  taken  into  account,  90%  of 
all  program  beneficiaries  reside  in  areas  readily  accessible  to 
these  offices. 

Since  most  of  the  district  offices  are  located  in  smaller 
cities  in  the  traditional  coal  producing  areas,  they  benefit  from 
low  space  rental  costs.   Any  savings  which  might  be  obtained  from 
office  consolidations  would  be  more  than  offset  by  the  costs  of 
relocating  program  personnel,  equipment  and  case 

files  as  well  as  the  higher  rental  charges  usually  associated  with 
larger  urban  areas. 

Mr.  Porter:   How  many  could  you  close  and  still  effectively 
operate  the  program? 

Mr.  Anderson:   The  program  has  been  steadily  downsizing  for 
the  past  fifteen  years.   Our  Strategic/Restructuring  Plan 
recognizes  that  eventually  individual  offices  will  become  too 
small  to  carryout  the  full  range  of  program  functions  and  services 
which  they  have  traditionally  provided.   At  that  point,  office 
consolidations  will  become  necessary;  however,  we  do  not 
anticipate  that  any  district  office  will  reach  that  level  during 
FY  1997. 
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MSHA  EQUIPMENT  INCREASE 

Mr.  Porter:   Why  are  you  requesting  a  $4  million  increase  for 
equipment  purchases? 

Mr.  McAteer:   MSHA  is  requesting  the  increase  in  FY  1997  to 
replace  and  update  aging  inspection  equipment  to  state-of-the-art. 
By  FY  1997,  nearly  60  percent  of  the  over  18,000  pieces  of 
inspection  equipment  required  to  carry  out  msha ' a  enforcement 
responsibilities  will  be  beyond  their  useful  life,  and  most  will 
be  obsolete.   For  front-line  employees  to  be  effective,  they  need 
appropriate  tools,  and  to  maximize  their  effectiveness,  the  tools 
need  to  take  advantage  of  the  latest  technology.   MSHA  is  regarded 
as  the  leading  authority  in  mine  safety  and  health.   This  position 
of  leadership  cannot  be  maintained  if  our  inspectors  are  using 
outdated  equipment. 

Mr.  Porter:   What  kinds  of  equipment  do  you  need  to  buy? 

Mr.  McAteer:   The  following  types  of  equipment  have  been 
identified  as  first  priority  for  replacement:   self-contained 
self-rescuers,  respirable  dust  pumps/chargers/calibrators,  and 
methane  and  multi-gas  detectors. 

Mr.  Porter:   How  much  does  it  cost  to  equip  one  of  your  mine 
inspectors? 

Mr.  McAteer:    It  costs  an  average  of  $11,000  to  equip  a  mine 
inspector.   This  cost  includes  such  things  as  self-contained  self 
rescuers,  noise  dosimeters,  dust  pumps,  and  methanometers. 
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MINIMUM  WAGE 

Mr.  Stokes:  How  many  and  what  percent  of  American  workers 
are  earning  the  minimum  wage?  How  many  and  what  percent  of  these 
individuals  are  heads  of  households? 

Ms.  Metzler:  Based  on  data  from  the  Current  Population 
Survey,  2  million  wage  and  salary  workers  who  are  paid  hourly 
rates  earn  $4 . 25  per  hour .  This  is  three  percent  of  all  wage  and 
salary  workers  who  are  paid  hourly  rates. 

There  are  7 . 7  million  wage  and  salary  workers  who  are  paid 
hourly  rates  who  earn  from  $4.26  to  $5.14  an  hour.  This  is  eleven 
percent  of  all  wage  and  salary  workers  who  are  paid  hour  rates. 

Thirty-eight  percent  of'  the  families  earning  the  minimum 
wage  have  one  wage  earner.  Data  are  not  available  on  minimum  wage 
workers  who  are  heads  of  households. 

Mr.  Stokes:   If  the  minimum  wage  were  increased  to  the  level 
proposed  by  the  Administration,  what  would  be  the  impact  on  heads 
of  households '  ability  to  provide  basic  necessities  for  their 
families,  like  food,  health  care,  housing,  etc.? 

Ms.  Metzler:  The  President's  proposal  to  raise  the  minimum 
wage  by  $0.90  would  generate  $1,800  in  potential  income  for 
minimum  wage  workers.  Based  on  expenditure  patterns  of  an  average 
family,  $1,800  would  buy:  1)  Seven  months  of  groceries;  or  2)  One 
year  of  health  care  costs,  including  insurance  premiums, 
prescription  drugs,  and  out-of-pocket  costs,-  or  3)  Nine  Months' 
worth  of  utility  bills;  or  4)  More  than  a  full-year's  tuition  at  a 
two-year  college;  or  5)  Basic  housing  costs  for  almost  four 
months. 


392 


Mr  Stokes:   There  are  far  too  many  people  who  need  and  want  to  work,  but  have 
been  continuously  not  been  able  to  find  employment.   As  a  result,  they  have  become 
frustrated  and  have  practically  lost  hope  of  finding  a  job.   When  you  factor  these  individuals 
iato  the  unemployment  equation,  what  is  the  rate  of  unemployment  in  the  United  States? 

Secretary  Reich:   In  April  1996  (the  most  recent  date  for  which  data  are  available) 
there  were  7.3  million  unemployed  workers  that  translates  into  an  unemployment  rate  of  5.4 
percent.   An  additional  403,000  people  reported  that  they  wanted  to  work  but  had  given  up 
looking  for  work  because  of  discouragement  over  job  prospects.   The  Bureau  of  Labor 
Statistics  reports  that  if  you  add  the  total  unemployed  plus  discour*£~d  workers,  as  a  percent 
of  the  civilian  labor  force  plus  discouraged  workers  you  would  get  a  labor  underutilization 
rate  of  5.7  percent. 
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MISSION  OF  THE  OFFICE  OF  FEDERAL  CONTRACT  COMPLIANCE  PROGRAMS 

Mr.  Stokes:   What  is  the  mission  of  the  Office  of  Federal 
Contract  Compliance? 

Mr.  Anderson:   The  mission  of  the  Office  of  Federal  Contract 
Compliance  Programs  (OFCCP)  is  to  ensure  that  employers  doing 
business  with  the  Federal  Government  abide  by  laws  and  regulations 
requiring  equal  employment  opportunity  and  affirmative  action. 

The  OFCCP  enforces  the  Executive  Order  11246,  Section  503  of 
the  Rehabilitation  Act  of  1973,  and  the  affirmative  action 
provisions  (Section  4212)  of  the  Vietnam  Era  Veterans' 
Readjustment  Assistance  Act.   Taken  together,  these  laws  ban 
discrimination  and  require  Federal  contractors  and  subcontractors 
to  take  affirmative  action  to  ensure  that  all  individuals  have  an 
equal  opportunity  for  employment,  without  regard  to  race,  color, 
religion,  sex  or  national  origin. 

OFCCP's  jurisdiction  covers  approximately  22.5  million 
workers  or  nearly  22%  of  the  total  civilian  workforce  (92,500  non- 
construction  establishments  and  100,000  construction 
establishments) .   The  Federal  Government  awarded  more  than  $161 
billion  tax-payer  dollars  in  176,000  prime  contracts  in  Fiscal 
Year  1993. 

OFCCP  is  the  only  federal  agency  to  require,  as  a  condition 
of  having  a  federal  contract,  that  a  contractor  engage  in  a  self- 
analysis  for  the  purpose  of  discovering  any  barriers  to  equal 
employment  opportunity.   The  self-audit  requirement  is  a  condition 
of  having  a  federal  contract,  rather  than  in  response  to  the 
filing  of  a  charge  of  discrimination;  and  no  other  Government 
agency  conducts  comparable  systemic  reviews  of  employers' 
employment  practices  to  ferret  out  discrimination.   In  Fiscal  Year 
1995,  OFCCP  conducted  nearly  4,000  compliance  reviews. 

OFCCP's  programs  prevent  discrimination.   An  effective 
affirmative  action  program  will  result  in  the  removal  or 
modification  of  discriminatory  policies  or  practices,  before  the 
discrimination  becomes  the  basis  for  a  complaint  or  government 
investigation. 

Mr.  Stokes:   As  part  of  the  Vice  President's  National 
Performance  Review  the  Office  will  be  implementing  a  "Fair 
Enforcement  Strategy  and  Comprehensive  Technical  Assistance 
Strategy."   What  can  you  tell  us  about  this  strategy  and  what  it 
is  expected  to  achieve? 
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Mr.  Anderson:   OFCCP  is  piloting  a  redesigned  compliance 
review  strategy  that  will  reduce  the  compliance  review  burden  on 
those  contractors  who  are  fully  and  successfully  complying  with 
their  equal  employment  opportunity  and  affirmative  action 
obligations.   This  tiered  review  approach  will  include  information 
audits,  technical  assistance  audits,  desk  audit  only  reviews, 
limited  scope  and  focused  on-site  audits  and  complete  on-site 
compliance  reviews  only  in  those  cases  warranted  by  the  results  of 
a  full  analysis  of  the  information  collected.   This  approach 
increases  the  number  of  contacts  with  contractors,  allows  for 
better  and  more  timely  service  to  these  contractors  and  provides 
relief  to  contractors  whose  facilities  do  not  warrant  a  full 
onsite  review.   This  strategy  will  permit  OFCCP  to  focus  on  those 
contractors  who  seem  to  have  problems  meeting  their  equal 
employment  opportunity  and  affirmative  action  obligations. 

The  comprehensive  technical  assistance  strategy  calls  for 
OFCCP  to  support  Federal  contractors  in  the  development  of 
Affirmative  Action  Program  Plans  (AAPs)  through  technical 
assistance  for  small  and  new  contractors  that  help  them  establish 
AAPs  that  meet  the  regulatory  requirements.   These  contractors  may 
not  have  the  expertise  to  develop  these  programs  without  technical 
assistance.   OFCCP  will  provide  grass  roots  seminars  and  technical 
assistance  training  sessions  for  contractors,  contracting  agencies 
and  constituency  groups.   OFCCP  will  develop  and  publish  technical 
assistance  guides  and  training  packages  that  provide  clear 
guidance  to  Federal  contractors  on  regulatory  requirements.   The 
guides  will  provide  information  on  the  best  practices  throughout 
industry  that  serve  as  examples  for  all  contractors  to  follow. 

DISCRIMINATION 

Mr.  Stokes:   To  what  extent  is  the  Office  still  finding  and 
preventing  discrimination? 

Mr.  Anderson:   OFCCP's  enforcement  statistics  provide  a 
testament  to  the  continuing  problem  of  discrimination  in  America: 
back  pay  and  other  remedial  relief  worth  nearly  $72  million  for 
18,000  victims  of  discrimination  were  obtained  in  settlements  in 
1994  and  1995  alone.   During  FYs  1994  and  1995,  five  debarments 
were  also  ordered  for  contractors  who  had  violated  conciliation 
agreements  that  had  been  previously  entered  to  resolve  violations 
of  Executive  Order  11246.   Studies  such  as  the  Glass  Ceiling 
Commission  report  have  provided  evidence  of  continuing 
discrimination. 

OFCCP  is  finding  discrimination  at  the  entry  level  as  well  as 
in  the  executive  suite.   From  New  York  City  to  San  Diego,  Atlanta 
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to  Seattle,  companies  continue  to  deny  access  to  women, 
minorities,  veterans  and  the  disabled.   In  banking,  engineering, 
construction,  higher  education,  the  computer  and  hotel  industries, 
manufacturing,  utilities,  and  hospitals,  OFCCP  continues  to  find 
discrimination;  no  industry  has  been  without  discrimination. 

In  one  fairly  egregious  example,  our  compliance  officers 
recently  found  at  an  Alabama  bank,  the  personnel  officer,  in 
interviewing  potential  hires,  had  interview  notes  that  revealed 
statements  pertaining  to  race,  the  color  of  the  applicant's  eyes, 
hair  and  other  physical  attributes.   This  bank  official  wrote: 

Candidate  A  was  attractive  white  female,  blond  hair,  blue 
eyes  teller  type  appearance...   Candidate  B  [however  was 
described  as]  very  large  lips  and  hips,  overweight,  dark 
skin,  black  girl.   Her  hair  is  longer  than  most.   Appearance 
is  not  good  enough  to  meet  the  public. 

These  are  not  the  interview  notes  of  a  bank  official  in  1965; 
these  are  the  perceptions,  stereotypes  and  biases  of  a  person 
working  for  a  Federal  contractor  in  1995.   And  this  is  not  an 
isolated  case. 

In  another  case  involving  a  contractor  in  North  Carolina,  two 
African  Americans,  one  female,  one  male,  both  white  collar  workers 
(an  accounting  clerk  and  a  technician  respectively) ,  were  found  to 
have  been  forced  to  perform  janitorial  tasks,  including  unclogging 
toilets  --  responsibilities  allegedly  not  imposed  on  their  white 
counterparts.   This  is  a  contractor  that  supplies  such  federal 
agencies  as  NASA.   So  while  we  reach  for  the  stars,  we  continue  to 
find  that  our  nation's  minority  and  female  workforce  is  still 
subject  to  19th  century  employment  practices  that  frankly  shock 
the  conscience. 

Other  examples  include  a  large  manufacturer  of  business 
machines  in  California  that  agreed  to  a  back  pay  settlement  to  30 
qualified  individuals  who  were  discriminatorily  denied  jobs  on  the 
basis  of  gender,  race  and  national  origin.   The  Washington,  D.C., 
headquarters  of  an  internationally  known  hotel  and  restaurant 
chain  agreed  to  back  pay  and  salary  adjustments  to  40  top-level 
women  and  minorities  who  were  paid  less  than  their  white  male 
peers.   In  addition,  the  firm  agreed  to  review  its  compensation 
practices  to  prevent  a  recurrence  of  the  wage  disparity. 

A  suburban  Washington,  D.C.,  hospital  was  found  to  have 
engaged  in  gender-based  salary  discrimination.   Back  pay  was  given 
to  52  women  in  the  top  six  grades  at  the  hospital.   More  than  100 
minority  applicants  for  part-time  meter  reader  positions 
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benefitted  when  an  Ohio  utility  agreed  to  a  financial  settlement 
to  resolve  charges  of  racial  discrimination. 

A  nationally  known  poultry  processor  in  Texas  agreed  to  back 
pay  for  82  qualified  individuals  with  disabilities  who  were 
discriminatorily  denied  employment.   There  are  dozens  of  African- 
American  women  in  Southern  California  who  benefitted  when  a  hotel 
there  agreed  to  provide  back  pay  to  resolve  charges  of  race  and 
sex  discrimination  in  hiring.   The  hotel  also  agreed  to  consider 
them  for  job  openings  as  they  occur.   In  the  State  of  Washington, 
veterans  who  were  discriminated  against  by  a  utility,  benefitted 
from  the  OFCCP's  settlement  in  which  the  contractor  agreed  to 
provide  back  pay  and  training  and  to  hire  a  specialist  to  address 
veterans  issues.   And  in  resolving  a  case  involving  a  Minnesota 
manufacturer,  more  than  6,000  women  who  were  victims  of  gender 
discrimination  were  eligible  to  share  in  a  multi-million  dollar 
settlement . 

These  enforcement  cases  illustrate  the  importance  of  the 
contract  compliance  program,  and  how  nondiscrimination  and 
affirmative  action  are  intertwined.   Had  these  contractors 
successfully  implemented  an  effective  affirmative  action  program, 
we  believe  they  would  either  have  prevented  these  acts  of 
discrimination  from  occurring  or  they  would  have  discovered  and 
rooted  them  out  without  the  necessity  of  an  OFCCP  compliance 
review.   In  either  case,  the  applicants  or  employees  concerned 
would  not  have  been  seriously  injured,  and  the  contractors  would 
not  have  had  a  substantial  back  pay  liability.   Enforcement  is 
certainly  an  important  aspect  of  the  contract  compliance  program. 
However,  OFCCP  not  only  enforces  the  law,  it  also  seeks  out 
opportunities  to  explain  the  underlying  principles  of  the  law  and 
assist  contractors  in  complying  with  the  law. 

In  addition,  research  studies  conducted  in  the  1980s 
documented  that  affirmative  action  had  been  effective  in  raising 
the  occupational  status  of  minority  and  female  workers.1   A 
similar  conclusion  was  reached  in  a  study  of  OFCCP -reviewed  and 
unreviewed  contractor  establishments,  with  reviewed  establishments 
showing  a  greater  utilization  of  women  and  minorities  in  the 


'Leonard,  Jonathan  S.,  Employment  and  Occupational  Advance 
Under  Affirmative  Action,  August  1984. 
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higher-skilled  and  white  collar  jobs.2  A  recent  staff  analysis 
shows  that  contractor  establishments  show  higher  increases  in 
employment  of  minorities  and  women  in  the  top  three  EEO-1 
categories  during  the  1980  -  1993  period  when  compared  to 
noncontractors . 

Mr.  Stokes:   What  is  the  current  staffing  level  at  OFCCP? 
Provide  for  the  record  a  chart  displaying  the  FTE  history  since  FY 
1980. 

Mr.  Anderson:   For  Fiscal  Year  1996,  based  on  the 
"final  conference  action,"  the  Office  of  Federal  Contract 
Compliance  Programs'  FTE  level  is  788.   The  following  chart  shows 
the  programs'  authorized  FTE  and  year-end  staffing,  from  Fiscal 
Year  1980  through  Fiscal  Year  1996. 


FISCAL 

FTE 

END 

-OF-YEAR 

YEAR 

ALLOCATION 

STAFFING 

1980 

1,482 

1 

,304 

1981 

1,482 

1 

,211 

1982 

1,008 

988 

1983 

979 

971 

1984 

979 

997 

1985 

964 

986 

1986 

906 

860 

1987 

910 

970 

1988 

970 

997 

1989 

970 

1 

,043 

1990 

968 

950 

1991 

918 

874 

1992 

856 

841 

1993 

842 

816 

1994 

829 

783 

1995 

825 

777 

1996 

788 

730  -  a: 

1997 

771  (agency  req 

uest) 

as  of  4/27/96 
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Mr.  Stokes:   In  your  professional  judgement,  how  many 
additional  FTEs  are  needed  in  FY  1997?   Explain  why  the  additional 
FTEs  are  critical  to  the  effective  conduct  of  the  OFCCP's  mission 
and  the  people  served  by  the  mission? 

Mr.  Anderson:   OFCCP's  FY  1997  budget  request  is  771  FTE, 
which  is  a  reduction  of  17  from  FY  1996.   To  effectively  carry  out 
the  mission  of  the  program,  OFCCP  would  benefit  from  an  additional 
60  FTE  for  a  total  FTE  level  of  831  in  FY  1997.   These  additional 
FTE  would  be  used  for  compliance  officer  (CO)  positions  which  are 
critically  needed  in  order  for  the  program  to  effectively  carryout 
its  mission.   The  program  has  lost  approximately  25  percent  of  its 
compliance  officer  staff  since  Fiscal  Year  1988.   In  order  to 
carry  out  the  programs'  mission  of  ensuring  that  employers  doing 
business  with  the  Federal  Government  are  abiding  by  laws  and 
regulations  requiring  equal  employment  opportunity  and  affirmative 
action,  it  is  important  that  we  have  sufficient  compliance 
officers  to  conduct  reviews  of  the  covered  contractor  universe. 

The  programs'  goal  is  to  review  at  least  5.0  percent  of  the 
contractor  universe.   That  percentage  would  come  to  about  5,000 
compliance  reviews.   To  do  this,  we  will  need  at  least  500 
compliance  officers.   Currently,  OFCCP  has  approximately  390  COs 
on  board  with  a  plan  to  fill  approximately  50  positions  from  its 
current  FTE  level.   With  the  additional  60  positions,  we  could 
hire  an  additional  108  COs  which  would  bring  CO  employment  to  500. 
This  would  enable  the  program  to  review  a  greater  portion  of  the 
contractor  universe,  which  is  a  major  priority  of  the  progr* 


ram. 


AFFIRMATIVE  ACTION 

Mr.  Stokes:   Dole-Canady  Legislation  --  Equal  Opportunity  Act 
of  1995.   While  the  Dole-Canady  Legislation  is  entitled  the  Equal 
Opportunity  Act  of  1995,  when  you  peel  back  the  label,  you  find 
that  the  "Equal  Sign"  is  missing  from  the  "Opportunity  Equation." 
What  will  be  the  impact  of  the  Dole-Canady  legislation,  on  the 
Office  of  Federal  Contract  Compliance  Programs,  on  Federal  anti- 
discrimination and  Affirmative  Action  Programs,  and  Federal  civil 
rights  enforcement? 

Mr.  Reich:   S.  1085  and  H.R.  2128,  the  "Equal  Opportunity  Act 
of  1996",  purports  to  prohibit  the  use  of  racial  and  gender 
preferences  in  connection  with  any  federal  contracting,  employment 
or  Federally-conducted  program  or  activity.   The  title  is 
misleading  because  the  legislation  would  do  far  more.   As  Deval  L. 
Patrick,  Assistant  Attorney  General  testified  on  April  30,  1996 
before  the  Senate  Committee  on  Labor  and  Human  Resources,  the 
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Dole-Canady  legislation  would  eliminate  the  Executive  Order  11246 
program.   "The  Administration  strongly  opposes  this  bill." 

The  attached  paper  explains  the  impact  of  the  Dole-Canady 
legislation  on  the  Office  of  Federal  Contract  Compliance  Programs, 
Federal  anti-discrimination  and  affirmative  action  programs,  and 
Federal  civil  rights  enforcement. 


Attachment 
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IMPACT  OF  THE  DOLE-CANADY  LEGISLATION 
"Equal  Opportunity  Act  of  1995" 


The  Dole-Canady  legislation  would  bar  the  use  of  goals, 
no  matter  what  the  purpose. 

The  legislation  bans  the  use  of  goals  and  numerical 
indicators  by  its  broad  definition  of  the  "use  of  any 
preferential  treatment"  to  "include  any  use  of  a  quota, 
set-aside,  numerical  goal,  timetable,  or  other  numerical 
objective."   Section  8(3).   By  banning  the  use  of  all 
goals  and  numerical  indicators,  the  legislation 
eviscerates  the  Executive  Order  11246  program  that 
requires  affirmative  action  of  federal  contractors,  as  a 
condition  of  the  federal  contract.  Executive  Order  11246 
regulations  require  every  federal  contractor  and 
subcontractor  with  50  or  more  employees  and  a  federal 
contract  of  $50,000  or  more  to  develop  and  maintain  a 
written  affirmative  action  program  for  each  of  its 
establishments.   The  regulations  apply  to  approximately 
22%  of  the  civilian  workforce  and  involve  more  than  $160 
billion  in  contracts  annually. 

Affirmative  action  plans  may  involve  the  use  of  goals 
and  numerical  indicators,  if  there  is  an 
"underutilization"  of  women  or  minorities,  i.e.,  where 
there  are  fewer  women  or  minorities  than  would  be 
reasonably  expected  by  their  availability  in  the 
relevant  area  from  which  the  contractor  would  reasonably 
recruit.   However,  under  the  current  regulations,  goals 
may  not  operate  as  quotas  and  contractors  are  not 
required  to  engage  in  any  form  of  preferential  hiring. 
Contractors  are  not  required  to  meet  the  goals.   The 
measure  of  compliance  is  Good  Faith  Efforts.   Without 
the  use  of  goals,  the  Department  of  Labor's  OFCCP  would 
have  no  way  to  measure  progress  or  to  identify  which 
employers  to  review. 

Goals  have  been  essential  to  contractors  in 
understanding  whether  a  problem  exists,  whether  the 
discriminatory  practices  are  actually  being  eliminated, 
and  as  an  indicator  to  contractors  of  the  need  to  look 
more  closely  at  their  employment  practices  in  order  to 
promote  inclusion,  not  exclusion.   OFCCP  experience  has 
shown  that  benign  outreach  measures  alone  will  not  work. 
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They  were  tried  before  and  failed.   Goals  in  the 
Executive  Order  11246  program  were  established  in  1961 
by  Plans  for  Progress,  an  organization  of  300  Federal 
contractors,  because  the  business  community  insisted 
that  there  be  some  objective  standard  against  which 
their  performance  would  be  measured. 

Furthermore,  the  issues  raised  were  exhaustively 
explored  and  debated  in  1985  when  Attorney  General  Edwin 
Meese  urged  President  Reagan  to  amend  Executive  Order 
11246  and  eliminate  goals.   At  that  time,  nearly  two 
hundred  Members  of  Congress  and  Senators  signed  letters 
to  the  President  in  support  of  retaining  goals  as  an 
inextricable  part  of  an  effective  anti-discrimination 
programs.   Members  of  the  private  sector  also  expressed 
strong  reservations  against  abolishing  affirmative 
action  goals. 

The  bill  eliminates  a  proven  tool  -  the  use  of  goals  and 
timetables  for  federal  contracting  -   without  offering  a 
viable  alternative.  Ironically,  preferences  in  the  selection 
process  are  already  unlawful . 

Similarly,  the  bill  could  impact  contractor's  recruitment 
efforts.   Although  Section  3(2)  exempts  certain  outreach  and 
recruitment  efforts,  this  exemption  does  not  apply  if  a 
recruitment  or  outreach  program  uses  any  kind  of  numerical 
benchmark,  even  for  tracking  purposes.   Where  goals  are  used, 
the  recruitment  would  be  prohibited. 

The  use  of  affirmative  action  goals  plays  an  important 
role  in  preventing  discrimination.   Women  and  minorities 
have  cracked  the  barriers  of  exclusion  and  segregation 
that  had  resisted  other  efforts.  Individuals  are  spared 
the  anguish  of  discrimination.   Businesses  are  spared 
billions  of  dollars  in  litigation  because  goals 
encourage  self-audit  and  self -correction,  the  best  and 
most  cost  efficient  law  enforcement.   The  Government  has 
pursued  its  obligation  to  avoid  spending  public  money 
with  contractors  that  discriminate.  Opponents  of 
affirmative  action  and  the  use  of  goals  have  offered  no 
concrete,  viable  alternative  for  combating  the  very  real 
problems  of  gender  and  racial/ethnic  discrimination. 
OFCCP  is  taking  specific  steps  to  ensure  that  the  goals 
do  not  slide  into  quotas  (including  the  reissuance  of 
anti -quota  policy,  quality  control,  establishment  of 
Ombudsperson ,  training  and  strong  management) . 
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The  bill  expands  the  bona  fide  occupational 
qualification  exemption  allowing  discrimination  against 
women  for  national  security  or  privacy  reasons, 
loopholes  that  potentially  could  disqualify  many  women 
from  the  jobs  they  now  hold.   Representative  Canady,  in 
his  testimony  before  the  Senate  Committee  on  Labor  and 
Human  Resources,  stated  that  the  exemption  was  intended 
to  protect  the  bona  fide  occupational  qualification 
(b.f.o.q.)  exemption.   However,  current  law  does  not 
provide  similar  exemptions.   At  a  minimum,  the 
legislation  expands  the  use  of  sex  as  a  "b.f.o.q."  by 
using  language  much  broader  than  the  "b.f.o.q."  language 
in  any  existing  law.   It  also  creates  a  national 
security  exception  without  any  indication  as  to  how 
gender  relates  to  the  national  security.   Title  VII  and 
parallel  state  law  provisions  permit  gender 
discrimination  in  employment,  but  only  if  it  is 
reasonably  necessary  to  a  bona  fide  occupational 
qualification.   The  Dole-Canady  legislation  does  not 
restrict  the  exception  to  employment  situations.   The 
terms  "occupational",  "bona  fide"  and  "qualification" 
have  been  very  important  legal  restrictions.   Not  just 
any  reason  would  do,  it  must  be  one  that  is  required  for 
the  work  to  be  performed.   The  Dole-Canady  legislation 
appears  to  extend  the  exception  and  the  circumstances  to 
which  the  exception  would  apply.   Therefore,  it  could 
significantly  weaken  current  protections  against  gender 
discrimination  and  would  have  the  effect  of  legalizing 
discriminatory  practices  that  are  currently  prohibited. 

The  bill  would  prohibit  the  federal  government  from 
entering  into  a  consent  decree  that  requires  numerical 
goals,  an  activity  prohibited  under  the  bill.   Thus, 
neither  the  Civil  Rights  Division  of  the  Department  of 
Justice,  nor  the  Equal  Employment  Opportunity  Commission 
or  the  Department  of  Labor  could  enter  into  a  court- 
approved  consent  decree  to  prohibit  discrimination  by  a 
private  employer  who  was  a  federal  contractor  if  that 
decree  contained  numerical  relief.   The  bill  would  also 
prohibit  similar  affirmative  action  remedies  in  other 
contexts,  including  education  and  health  and  human 
services.   Therefore,  a  college  found  in  violation  of 
Title  VI  of  the  Civil  Rights  Act  would  not  be  able  to 
use  affirmative  action  numerical  goals  to  recruit 
minorities  who  were  found  by  the  Department  of 
Education's  Office  for  Civil  Rights  to  have  been 
discriminated  against  in  admissions  or  in  the  award  of 
scholarships . 
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By  adding  the  term  "federal  financial  assistance"  during 
the  House  Committee  on  the  Judiciary  Srbcommittee  markup 
on  March  7,  1996,  the  bill  further  undermines  equal 
opportunity  programs  by  prohibiting  the  use  of 
affirmative  action  remedies  (i.e.  goals)  when  these 
agencies  enforce  Title  VI  of  the  Civil  Rights  Act  of 
1964  and  Title  IX  of  the  Education  Amendments  of  1972. 
The  legislation  would  therefore  cover  virtually  every 
federal  civil  rights  program,  from  health  care  programs 
to  higher  education. 

The  bill  is  so  broad  that  it  appears  to  confer  new 
rights  to  sue  for  individuals  and  contractors,  either 
because  they  believe  that  they  were  the  victims  of  a 
goal  setting  process  or  because  contractors  incurred 
expenses  in  gathering  data  to  comply  with  a  federal 
agency's  requests. 

The  bill  goes  far  beyond  the  principles  outlined  by  the 
Supreme  Court  in  Adarand  v.  Pena .   In  Adarand,  the 
Supreme  Court  made  clear  that  federal  programs  that  use 
race  based  decisions  or  classifications  would  be  subject 
to  strict  judicial  scrutiny,  but  the  decision  did  not 
invalidate  all  programs  or  the  use  of  goals  as  unlawful. 
Under  S.  1085  and  H.R.  2128,  all  federal  affirmative 
action  programs  that  use  goals  would  be  viewed  as 
unlawful,  no  matter  how  compelling  the  justification  for 
a  given  program  or  how  precisely  tailored  the  program 
is.   In  addition,  the  legislation  would  eliminate  more 
than  affirmative  action  goals  for  racial  minorities. 
The  legislation  also  would  ban  affirmative  action 
programs  and  goals  for  women,  which  the  Adarand  decision 
did  not  address. 

The  bill  would  create  more  questions  than  it  answers. 
Discrimination  and  racial  preferences  in  hiring 
decisions  are  already  prohibited  by  law.   The  Executive 
Order  11246,  Title  VII  of  the  Civil  Rights  Act  of  1964, 
as  amended,  and  the  accompanying  regulations,  and  case 
law  already  provide  proven  safeguards  that  eliminate  the 
need  for 'this  legislation.   Executive  Order  11246  and 
its  regulations  already  say  that  goals  may  not  be 
treated  as  quotas  or  used  to  discriminate.   Title  VII  of 
the  Civil  Rights  Act  already  expressly  prohibits 
preferential  treatment.   The  Supreme  Court's  decision  in 
Adarand  v.  Pena.  115  S.Ct.  2097  (1995)  already  applies 
strict  scrutiny  to  any  race  based  decision  making. 
There  is  no  room  or  need  for  further  congressional 
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action.   The  lack  of  definition  for  the  term 
"preferential  treatment"  is  one  prime  example.   What  is 
a  preference  or  an  advantage?   May  a  federal  contractor 
that  has  set  a  goal  for  increasing  its  outreach  to  women 
by  10%  continue  to  recruit  women  at  a  women's  college? 
Would  this  be  construed  as  an  unfair  advantage? 

The  legislation  also  provides  a  specific  exemption 
allowing  historically  black  colleges  and  universities  to 
engage  in  the  "preferential  treatment"  outlawed 
elsewhere  in  the  bill.   Other  predominantly  black 
institutions,  such  as  the  University  for  the  District  of 
Columbia,  as  well  as  Hispanic  serving  institutions  could 
not  avail  themselves  of  this  exemption.   It  is  also 
unclear  what,  if  any  effect,  the  restriction  could  have 
on  scholarship  efforts  such  as  the  Patricia  Roberts 
Harris  Fellowships,  20  U.S.C.  1134(d) -(f)  (graduate  and 
professional  study  fellowships  awarded  to  institutions 
to  support  traditionally  underrepresented  women  and 
minorities  with  financial  need  in  graduate  or 
professional  programs) .   There  are  many  other 
scholarships  or  programs  endorsed  by  Congress  and  that 
are  federally  assisted,  such  as  the  Excellence  in 
Mathematics,  Science  and  Engineering  Act,  P.L.  101-589 
(November  16,  1990).   Deval  L.  Patrick  testified  that  at 
least  13  federal  agencies  currently  administer  programs 
that  target  aid  to  minority- serving  educational 
institutions,  that  also  are  the  focus  of  statutory  and 
Executive  Branch  programs. 

Although  purporting  to  ban  preferences,  this  legislation 
also  does  not  address  scholarships  that  primarily 
benefit  whites,  such  as  those  created  for  the 
descendants  of  the  Daughters  of  the  American  Revolution 
(DAR) ,  descendants  of  the  Signers  of  the  Declaration  of 
Independence  or  the  Sons  of  Norway.   The  legislation 
does  not  address  any  of  the  many  private  philanthropic 
efforts  or  the  efforts  by  a  number  of  state  governments, 
such  as  Florida,  Iowa  and  New  Mexico,  that  have 
specifically  legislated  minority  targeted  higher 
education  financial  aid  programs.1  Rather  than 
eliminating  preferences,  the  bill  actually  creates  a 


1  Florida  Atlantic  University  in  Boca  Raton,  Florida  reportedly 
has  nine  scholarship  programs  open  only  to  blacks,  Native  Americans 
or  Hispanics.  Florida  also  has  a  special  scholarship  for  Seminole 
Miccosukee  Indians  and  students  of  "Hispanic  culture". 
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safe  haven  protection  for  some,  at  the  expense  of 
others.   It  appears  inconsistent  and  clearly  warrants 
further  deliberation. 
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Mr.  Stokes:   It  is  thought  that  women  have  been  the  primary 
beneficiaries  of  affirmative  action.   Is  this  a  true  statement, 
explain? 

Mr.  Anderson:   To  say  that  women  have  been  the  primary 
beneficiaries  of  affirmative  action  would  definitely  not  be  a  true 
statement.   The  Office  of  Federal  Contract  Compliance  Programs' 
efforts  benefit  real  people  through  the  OFCCP's  systemic 
investigations,  enforcement  actions  and  linkage  agreements 
(partnerships  with  private  industry  and  state  and  local  agencies) . 
During  Fiscal  Years  1994  and  1995,  the  OFCCP  recovered  $72  million 
dollars  in  total  financial  settlements  for  victims  of 
discrimination.   The  following  descriptions  highlight  a  few 
examples  of  how  affirmative  action  works  for  all  employees. 
Overall,  OFCCP  research  has  shown  that  between  1980  and  1993, 
affirmative  action  has  resulted  in  sharper  increases  of  women  and 
minorities  in  managerial  and  professional  occupations  in  Federal 
contractors'  facilities  than  in  non-contractor  facilities. 

Women 

o    Working  women  moved  from  welfare  to  forklift  operator 
jobs  and  other  non- traditional  construction  jobs  in 
Philadelphia  through  OFCCP's  linkage  (outreach)  efforts. 

o    All  employees  at  a  Richmond  insurance  company  benefitted 
when  the  contractor  reassessed  its  compensation 
practices  following  OFCCP's  "Glass  Ceiling"  review. 

o    Women  now  work  in  the  coal  mining  industry. 

o    Women  have  moved  into  the  top  ranks  in  banking,  such  as 
to  an  Executive  Vice  President  position  at  a  Chicago 
trust  bank. 

o    Woman  promoted  to  a  top  position  at  a  California  movie 
studio  following  an  OFCCP  "Glass  Ceiling"  review. 

People  of  Color 

o    Five  Hispanic  males  were  hired  by  a  heavy  highway 
construction  company  in  a  hiring  discrimination 
settlement . 

o    Native  Americans  are  employed  on  Federal  highway 

construction  projects  in  conjunction  with  the  Council 
for  Tribal  Employment  Rights  and  the  Cheyenne  River 
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Sioux  Tribe  TERO.   Both  were  recognized  for  Exemplary 
Voluntary  Efforts  (EVE)  awards  in  1994  for  their 
efforts,  including  the  placement  of  Native  Americans  on 
highway  construction  projects. 

o    African-Americans  are  being  recruited  as  scientists  at 

well  known  chemical  companies.   Several  of  the  companies 
have  impressive  employee  development  programs  that 
encourage  minorities  and  women  in  high  schools  to 
consider  careers  in  chemistry  and  engineering. 

o  OFCCP  research  has  shown  that  participation  rates  for 
minority  managers,  professionals  and  technicians  were 
higher  than  in  noncontractor  firms.  In  particular, 
between  1980  and  1993,  Black  and  Asian  men  have  found 
jobs  more  often  as  managers,  professionals  and 
technicians  in  contractor  firms  than  in  noncontractor 
firms . 

Moreover,  in  1993,  contractors  had  a  higher  proportion  of 
black  women  than  are  found  in  the  United  States  as  a  whole. 

Individuals  with  Disabilities 

o    Severely  disabled  individuals  are  now  employed  in 

computer  positions  in  Columbus,  Ohio.   This  linkage 
partner  to  Goodwill  Industries  employs  more  than  70 
individuals  with  special  needs  and  is  a  prototype  of  an 
employer's  workplace  that  has  been  specifically  designed 
to  welcome  persons  with  disabilities,  utilizing  great 
community  outreach. 

Veterans 

o    A  Seattle  company  hired  a  specialist  to  address 
veterans'  recruitment  issues. 

Mr.  Stokes:   Isn't  Equal  Employment  Opportunity  compatible 
with  merit  selection,  explain. 

Mr.  Anderson:   Yes.   In  seeking  to  achieve  its  goals,  an 
employer  is  never  required  to  hire  a  person  who  does  not  have  the 
qualifications  needed  to  perform  the  job  successfully,  or  to  hire 
a  less  qualified  person  in  preference  to  a  more  qualified  person 
in  order  to  meet  a  goal.   The  standard  of  compliance  is,  and  has 
always  been,  "good  faith  effort".   Good  faith  is  measured  by  the 
extent  to  which  the  federal  contractor  has  taken  steps  to  overcome 
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real  and  artificial  barriers  to  nondiscriminatory  employment. 
Compliance  is  never  measured  solely  by  whether  the  goals  are  met. 
Unlike  court  ordered  quotas,  Executive  Order  numerical  goals  allow 
persons  to  be  judged  on  individual  ability,  and  are,  therefore, 
entirely  consistent  with  the  principles  of  merit. 
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IMPACT  OF  SHUT  DOWN  ON  BLS 


Mr.  Stokes:   During  action  on  the  FY  1996  Appropriations 
Bill,  considerable  media  attention  was  given  on  the  impact  of 
the  government  shut  down  and  the  series  of  continuing 
resolutions  on  the  Bureau  of  Labor  Statistics,  especially  as 
it  related  to  the  availability  of  statistical,  economic,  and 
employment  data  and  forecasts.   What  are  the  short-term  and 
long-term  ramifications  of  that  adverse  funding  and 
operations  situation  on  work  performed  by  the  Bureau? 

Dr.  Abraham:   The  most  immediate,  and  perhaps  the  most 
obvious,  short-term  effect  of  the  various  government  closings 
and  funding  problems  was  that  the  release  dates  for  major 
Bureau  of  Labor  Statistics  (BLS)  data  series,  including  the 
employment  and  unemployment  data  and  the  Consumer  Price 
Index,  were  delayed.   The  attached  list,  which  I  would  like 
to  submit  for  the  record,  provides  further  details  concerning 
these  delays.   As  the  news  stories  you  have  referenced 
suggest,  members  of  the  media  who  follow  BLS  data  releases 
closely  are  aware  of  the  critical  impact  these  data  can  have 
on  both  public  and  private  decision-making.  During  the 
various  threatened  and  actual  shutdowns,  both  public  and 
private  analysts  and  policy  makers,  and  groups  such  as  the 
National  Association  of  Business  Economists,  expressed 
considerable  concern  over  the  delays  and  possible  losses  of 
information  due  to  the  disruption  of  our  activities,  and  the 
potential  costs  of  "flying  blind"  with  regard  to  economic 
developments.   BLS  staff  worked  extremely  hard  to  restore  the 
major  economic  releases  to  a  more  normal  production  cycle  as 
soon  as  they  were  able  to  return  to  work.   Although  there 
were  unfortunate,  unavoidable  costs  involving  unplanned 
expenditures  of  funds  for  such  things  as  overtime,  priority 
mail,  priority  computer  processing,  and  the  like,  as  well  as 
some  unavoidable  deterioration  in  data  quality,  I  believe  we 
averted  major  damage  to  the  major  economic  data  series. 

Longer  term,  the  effects  of  the  various  shutdowns,  coupled 
with  those  related  to  the  uncertainty  about  our  ultimate 
funding  level,  are  still  being  both  felt  and  assessed,  and  in 
my  view,  will  remain  with  us  for  some  time.  From  a  management 
perspective,  we  are  behind  in  such  critical  activities  as 
staffing  the  program  to  revise  the  Consumer  Price  Index,  and 
we  have  been  unable,  until  very  recently,  to  fill  vacancies 
in  other  key  program  areas.  While  expenditures  for  purposes 
other  than  meeting  short-term  production  deadlines,  such  as 
travel  required  for  sample  replenishment,  now  have  been 
resumed,  we  are  behind  in  our  work  on  normal  sample 
maintenance  projects,  work  that  can  be  delayed  only  for 
short  periods  without  serious  consequences  for  data  quality. 
In  other  cases,  special  new  projects  have  had  or  will  have  to 


410 


be  launched  to  assess  the  impact  of  the  shutdowns.   One 
critical  example  here  is  the  evaluation  of  the  1995  Consumer 
Expenditure  Survey  data.   Scheduled  survey  work  could  not  be 
carried  out  during  the  extremely  important  Christmas  shopping 
period  since  both  the  BLS  and  the  Bureau  of  the  Census  were 
closed.   Processing  of  the  data  also  has  been  delayed,  with 
the  result  that  a  final  assessment  of  whatever  problems  may 
have  been  caused  by  the  survey's  delay  cannot  occur  until 
results  are  delivered  to  the  BLS  this  Fall,  when  a  series  of 
time  sensitive  CPI  Revision  projects  already  will  be 
underway . 

Bureau  of  Labor  Statistics  Revised  Release  Dates 
Due  to  the  Federal  Government  Shutdown 

Originally       Revised 
Name  of  release  scheduled  date  release  date 

Real  Earnings,  October  1995 

Consumer  Price  Index, 

November  1995 
Real  Earnings,  November  1995 
Productivity  and  Costs, 

Third  Quarter  1995  revised 
U.S.  Import  and  Export  Price 

Indexes,  November  1995 

State  and  Metropolitan  Area 

Employment  and  Unemployment, 

November  1995  Jan.   4        Jan.  24 

The  Employment  Situation 

December  1995  Jan.   5        Jan.  19 

Producer  Price  Indexes, 

December  1995  Jan.  11        Jan.  31 

Consumer  Price  Index, 

December  1995  Jan.  12        Feb.   1 

Real  Earnings,  December  1995  Jan.  12  Feb.  6 
Employment  Cost  Index 

December  1995  Jan.  30        Feb.  13 

Major  Collective  Bargaining 

Settlements  in  Private 

Industry,  Fourth  Quarter  1995  Jan.  30  Feb.  16 
U.S.  Import  and  Export  Price 

Indexes,  December  1995  Jan.  31        Feb.  14 


Nov. 

15 

Nov. 

22 

Dec. 

13 

Dec. 

14 

Dec. 

13 

Dec. 

14 

Dec. 

14 

Feb. 

8 

Dec . 

29 

Jan. 

18 

411 


Name  of  release 

State  and  Metropolitan  Area 

Employment  and  Unemployment, 

December  1995 
The  Employment  Situation, 

January  1996 
Productivity  and  Costs, 

Fourth  Quarter  1995 
Producer  Price  Indexes, 

January  1996 
Consumer  Price  Index 

January  1996 
Real  Earnings,  January  1996 
U.S.  Import  and  Export  Price 

Indexes,  January  1996 


Originally      Revised 
scheduled  date  release  date 


Feb.  1 

Feb.  2 

Feb.  6 

Feb.  13 

Feb.  14 

Feb.  14 

Feb.  28 


Feb.   8 

Feb.   2 

March  6 

Feb.  27 

Feb.  28 
Feb.  28 

March  5 
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IMPACT  OF  STREAMLINING  ON  MISSION  AND  WORKLOAD 

Mr.  Stokes:   With  respect  to  streamlining,  downsizing,  and 
reinventing,  what  impact  have  these  operating  mechanisms  had  on 
the  way  the  Mine  Safety  and  Health  Administration  carries  out  its 
mission,  and  how  has  it  impacted  your  workload? 

Mr.  McAteer:   MSHA's  streamlining  activities  have  allowed  the 
Agency  to  carry  out  its  mission  and  accomplish  workload  objectives 
more  efficiently  and  effectively.   By  reducing  administrative  and 
management  layers,  more  resources  have  been  focused  on  front-line 
staff  and  lines  of  communication  have  improved.   By  devising  new, 
more  cost-efficient  methods  of  achieving  objectives  and  making  use 
of  modern  information  technology,  less  time  has  been  spent  on 
routine  workload  and  more  emphasis  has  been  placed  on  addressing 
complex  issues.   By  bringing  the  mining  community  in  to 
cooperatively  discuss  safety  and  health  problems,  we  hope  to 
improve  compliance  before  enforcement  actions  become  necessary. 
We  believe  these  streamlining  and  reinvention  activities  have  made 
MSHA  not  only  a  leaner,  but  more  effective  Agency  in  achieving  its 
ultimate  goal — the  prevention  of  accidents,  injuries,  and 
illnesses  in  the  Nation's  mines. 

Mr.  Stokes:   To  what  extent  have  these  measures  caused  your 
organization  to  redefine  its  mission,  and  to  restructure  and 
reorganize  the  organization? 

Mr.  McAteer:   MSHA's  mission  remains,  as  always,  the 
protection  of  miners'  safety  and  health.   The  goal  of 
restructuring  has  been  to  eliminate  layering  and  duplication,  not 
essential  functions.   When  additional  resources  are  required  to 
effectively  address  a  problem,  MSHA  has  ensured  those  resources 
are  available.   One  recent  example  was  the  establishment  of  a  new 
Coal  District  office  in  Birmingham,  Alabama.   Some  of  the  Nation's 
deepest  and  gassiest  mines  are  located  in  this  area  of  the 
country.   Because  of  the  potential  for  dangerous  explosions,  MSHA 
felt  effective  oversight  was  best  provided  through  a  district 
office  in  close  proximity  to  the  mine  sites.   Therefore,  saving 
money  is  only  one  factor  in  determining  if  a  reorganization  should 
take  place.    MSHA's  first  and  foremost  concern  in  restructuring 
is  to  improve  the  Agency's  ability  to  carry  out  its  mission. 
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PROTECTING  PENSION  PLANS 

MR:  STOKES.   The  Secretary  indicated  that  one  of  the  agency's 
major  accomplishments  over  the  past  year  has  been  to  lower  pension 
underf unding .   What  is  your  overall  assessment  of  the  nation's 
pension  plans,  and  what  "Early  Warning"  mechanisms  have  been 
instituted  to  help  ensure  their  stability? 

MR,  SLATE.   Plans  insured  by  the  PBGC  are  becoming  better  funded. 
The  decrease  in  pension  underfunding  to  $31  billion  from  $71 
billion  is  due  to  higher  interest  rates  and  to  increased 
contributions  as  a  result  of  pension  funding  reforms  and  the 
PBGC's  Early  Warning  Program. 

The  Retirement  Protection  Act  of  1994  closes  loopholes  in 
the  funding  rules  and  addresses  chronic  underfunding;  it  requires 
plans  with  significant  underfunding  to  inform  participants  yearly 
about  plan  funding  levels;  and  it  improves  PBGC's  enforcement 
tools . 

The  funding  reforms  in  the  Retirement  Protection  Act  will 
continue  to  improve  plan  funding  over  time.   But  for  now  there  is 
still  considerable  underfunding  concentrated  in  a  few  large  plans 
in  troubled  firms.   Along  the  way,  there  will  always  be  business 
failures  and  plan  terminations. 

Our  Early  Warning  Program  is  designed  to  identify  in  advance 
corporate  transactions,  such  as  a  spinoff  or  merger,  that  could 
hurt  pension  security.   We  get  involved  early  and  work  with  the 
company  to  make  sure  pensions  are  protected  in  the  transaction. 
If  there  is  a  problem,  we  ask  the  company  to  make  additional 
pension  contributions  as  part  of  the  transaction.   In  the  last 
three  years  we  have  negotiated  35  major  settlements  with  $14 
billion  in  new  contributions  for  1.3  million  participants.    Our 
Early  Warning  Program  monitors  400  companies  with  underfunding  of 
$25  million  or  more. 
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Mr.  Stokes.   What  initiatives  are  built  into  the  FY  1997  budget  to 
improve  the  safety  of  workers '  pensions?   How  much  is  included  in  the  FY 
1997  budget  request  for  this  activity,  and  in  your  professional 
judgement,  is  the  amount  sufficient  to  do  the  job? 


Ms.  Berg.   PWBA's  FY  1997  budget  includes  several  approaches  to 
increasing  the  safety  of  retirement  income.   The  $4.4  million  increase 
requested  for  the  Employee  Contribution  Project  will  fund  44  additional 
field  staff  who  will  investigate  allegations  of  misuse  of  employee 
contributions  to  401  (k)  type  plans.   The  $11  million  increase  is  for  a 
total  overhaul  of  the  Form  5500  data  processing  system.   Moving  from 
manual  key  entry  to  scanning  and  electronic  collection  of  data  will 
significantly  improve  the  timeliness,  quality  and  cost  effectiveness  of 
this  necessary  system.   The  $2  million  increase  for  public  education  and 
participant  assistance  efforts  will  increase  public  awareness  of 
retirement  income  issues  and  options  so  that  participants  can  adequately 
plan  for  and  assist  in  protecting  their  retirement  security. 

PWBA  is  a  relatively  small  agency  (608  employees)  with  enormous 
responsibilities,  including  oversight  of  more  than  six  million  private 
employee  benefit  plans  which  cover  approximately  150  million  people  and 
control  more  than  $3.5  trillion  in  pension  assets.   However,  despite  the 
huge  ratio  of  responsibilities  to  resources,  PWBA  continues  to  leverage 
these  resources  to  protect  participant's  money  from  fraudulent 
practices,  such  as  "Ponzi  scheme"  health  benefit  programs,  derivative 
scams  and  embezzlement  of  worker  contributions.   In  a  May  1995  report 
the  Brookings  Institute  called  PWBA  "surely  the  most  highly  leveraged 
operation  of  the  entire  federal  government". 

Nearly  80%  of  this  agency's  budget  is  devoted  directly  to  enforcement. 
Much  of  the  remaining  either  supports  our  enforcement  program  or  serve 
in  other  important  ways  to  enhance  the  safety  of  retirement  income.   For 
instance,  PWBA's  participant  assistance  program  enables  plan 
participants  to  seek  guidance  concerning  their  retirement  plans,  to 
report  suspected  violations,  and  to  benefit  from  PWBA's  intervention  on 
their  behalf.  People  today  need  to  be  more  aware  of  retirement  income 
issues  and  options.   To  that  end,  PWBA's  public  information  program 
assists  workers  to  monitor  their  retirement  plans  and  to  make  wise 
choices  about  their  retirement  savings. 
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Mr.  Stokes:      On  a  broader  level,  what  was  the  impact  of  the  series  of  continuing 
resolutions  on  the  people  served  by  the  programs  under  the  Department's  purview? 

Ms.  Metzler:    The  series  of  continuing  resolutions  and  associated  shutdowns  posed 
some  very  serious  management  problems  for  the  Department.    During  the  first  shutdown,  the 
following  examples  of  impacts  were  written  (November  10,  1996). 


EMPLOYMENT  AND  TRAINING  ADMINISTRATION 

UNEMPLOYMENT  INSURANCE 

The  report  of  initial  claims  for  unemployment  insurance,  usually  published  each 
Thursday  will  not  be  published.    These  numbers  are  a  part  of  the  leading  economic 
indicators  used  by  economists,  and  financial  markets,  and  others  as  one  indicator  of  the 
economy's  status,  and  they  will  not  be  available  to  the  public. 

USES  Labor  Certification  Programs 

H-1B  Temporary  Foreign  Labor  Certification  Program 

o        H- 1 B  provides  certification  for  temporary  immigration  of  foreign  professional  workers. 
The  U.S.  computer  industry  is  one  of  the  primary  users  of  the  H-1B  program. 

o        Legislation  requires  H- 1 B  applications  to  be  approved  within  7  workdays  of  receipt 
unless  the  application  is  incomplete  or  contains  obvious  errors.    ETA  is  now  receiving 
about  12,000  H-1B  applications  per  month,  nationwide. 

o        Because  of  the  shutdown,  H-1B  applications  are  not  being  logged-in  or  certified. 
Because  the  INS  will  not  issue  a  petition  to  enable  H-1B  temporary  immigrants  to 
enter  the  U.S.  without  a  certification,  the  shutdown  will  shortly  suspend  the  H- IB 
program. 

H-2A  Temporary  Agricultural  Workers 

o        H-2A  provides  labor  certification  for  the  temporary  immigration  of  foreign  agricultural 
workers.    DOL  is  required  to  issue  a  notice  of  initial  acceptance  or  denial  of  a  H-2A 
application  within  7  workdays  of  receipt. 

o        Because  of  the  shutdown,  no  H-2A  applications  are  being  logged-in,  and  no  initial 
acceptances  are  being  issued. 

School  To  Work 


25-051    96-14 


416 


►  Bidders  Conferences  are  being  canceled  -  cost  to  ETA,  $25,000 
BAT 

►  Many  calls  from  employers,  apprentices,  etc.    Examples: 

*  Large  employer  in  Harrisburg  PA  Corning  wants  to  enroll  20  new 
apprentices  and  cannot  receive  technical  assistance. 

*  Wife  of  a  Tool  &  Die  Maker  apprentice  in  Ohio  called  about  the 
economic  impact  of  the  shutdown  on  her  husband,  the  apprentice, 
and  her  family.  The  employer  will  not  promote  the  apprentice  to 
Journeyperson  status  because  our  work  is  not  complete. 

TITLE  III  DISLOCATED  WORKER  GRANTS 

►  There  are  15  national  reserve  account  discretionary  grant  applications 
in  house  requesting  more  than  $87.9  million  to  serve  more  than  20,000 
individuals  who  have  been  dislocated  or  will  be  dislocated.    Reasons 
for  dislocations  include:  defense-downsizing,  compliance  with  the 
Clean  Air  amendments,  and  other  mass  layoffs  and  plant  closures. 

ALIEN  LABOR  CERTIFICATION 

►  Hundreds  of  applications  needed  businesses  continue  to  arrive  in  our 
regional  offices. 

CUSTOMER  SERVICE 

*  We  are  unable  to  provide  assistance  to  workers,  employers,  State 
officials,  and  others  inquiring  into  TAA,  and  NAFTA-TAA  issues.   This 
is  important  information  for  workers  since  it  affects  their 
reemployment  decisions  and  is  needed  on  a  timely  basis.    Workers  who 
have  reached  out  for  such  help  may  just  give  up  after  not  being  able  to 
get  the  information  needed,  which  could  impact  their  future 
employability. 

*  States  and  workers  who  have  requested  Title  III  Discretionary  funds  for 
disaster  related  clean-up  assistance  and  defense  related  layoffs  will 
have  to  wait.   In  one  case  (Florida)  up  to  800  current  participants  will 
have  to  be  terminated  if  we  cannot  process  the  request  by  Nov  24. 

*  Calls  from  apprentices  and  employers  regarding  Davis-Bacon  and 
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workplace  safety  questions  are  not  being  answered. 

*  Time-sensitive  FOIA  requests  cannot  be  answered. 

*  Our  inability  to  continue  certifying  apprentices  will  impact  on  the 
ability  of  the  workers  to  secure  higher  skills  and  higher  wages 
(average  is  500  per  week).    We  will  have  damaged  the  trust  we  have  built 
with  our  apprentices  and  those  employers  we  have  been  recruiting. 

PENSION  AND  WELFARE  BENEFITS  ADMINISTRATION 

In  spite  of  the  shutdown,  PWBA  has  been  able  to  provide  some  limited,  immediate 
assistance  as  shown  below.    We  assume  that  there  are  many  other  similar  situations  for 
which  we  cannot  provide  help. 

Pat  S.  from  Denver  called  requesting  assistance  in  getting  her  asthma 
prescriptions  filled  pursuant  to  COBRA  coverage  from  an  out  of  business 
employer.   PWBA  contacted  her  Union,  which  had  denied  the  claims,  and 
reminded  them  the  COBRA  policy  is  a  stand-alone  agreement  that  needed  to  be 
honored  as  long  as  the  participant  was  eligible  and  the  premium  was  paid.   The 
Union  promised  to  review  the  claim  denial  in  view  of  our  intervention. 

Deborah  R.  called  seeking  help  evaluating  her  layoff  options  as  they  related  to 
Plan  vesting  at  a  major  Minneapolis  Bank.    Deborah  was  faced  with  a  9:00  am 
deadline  that  day  in  responding  to  her  employers  counter  offer  in  this  layoff 
situation.   PWBA  helped  Deborah  obtain  a  copy  of  the  Plan  Document  and 
then  assisted  her  in  understanding  the  vesting  provisions  of  the  Plan  as  they 
related  to  her  decision. 

Approximately  one  hundred  inquiries  have  been  received  since  the  shutdown  in 
our  San  Francisco  and  Seattle  offices  from  participants  and  beneficiaries 
of  the  Boeing  Corporation  regarding  their  continuation  of  health  care  in  light  of 
an  ongoing  strike.   30,000  Boeing  employees  are  currently  engaged  in  a  strike 
against  the  company  and  they  may  have  been  improperly  denied  continuing 
health  care  coverage  under  the  COBRA  provisions  of  ERISA. 

Participant  Assistance: 

There  are  close  to  50  million  pension  and  welfare  benefit  participants  and  beneficiaries 
covered  by  ERISA.   The  Pension  and  Welfare  Benefits  Administration  serves  as  their 
only  source  of  assistance. 

PWBA  responds  to  over  125,000  written  and  telephone  inquiries  each  year  -  or  over 
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2500  per  week.     These  inquiries  involve  complaints  from  individuals  whose  economic 
and/or  physical  well-being  is  threatened.    In  some  cases  their  insurance  has  been 
cancelled  and  they  face  serious  medical  problems  or  their  pension  benefits  which  their 
livelihood  depends  on  may  not  be  available. 

ERISA  is  very  complex  piece  of  legislation.   Individuals  need  help  understanding  the 
law.    Without  our  assistance  many  individuals  would  not  be  able  to  apply  for  their 
benefits  for  which  they  are  entitled,  thus  depriving  them  of  needed  health  benefits  or 
retirement  income. 

A  few  examples  of  emergency  calls  we  have  taken  in  the  past  include: 

A  woman,  needing  a  liver  transplant  within  a  24  hour  period,  was  without 
health  coverage.   After  a  frantic  call  from  one  of  her  children,   PWBA 
intervened.  It  was  determined  that  she  was  eligible  for  COBRA  coverage.    She 
was  enrolled  by  her  employer  under  COBRA  and  she  had  the  life-saving 
transplant. 

A  woman  needing  surgery  for  breast  cancer  was  denied  coverage  because  she 
was  a  new  employee.   After  we  intervened  it  was  determined  that  her  eligibility 
date  had  been  met  and  her  surgery  costs  were  covered. 

Premature  twins  were  denied  coverage  because  their  mother  did  not  have 
family  coverage  at  the  time.  After  our  intervention  it  was  determined  that  she 
was  eligible  for  family  coverage  which  she  selected.    Medical  costs  totaled 
close  to  a  million  dollars. 

Many  pension  distributions  are  inappropriately  withheld  until  PWBA 
intervenes.    Monetary  recoveries  are  often  obtained  on  behalf  of  pensioners  by 
this  office.    Last  year  over  $6.2  million  was  recovered  in  response  to 
participant  inquiries. 

On  the  first  day  of  the  shutdown  we  received  the  following  emergency  calls: 

One  call  involved  a  woman  whose  COBRA  insurance  had  been  cancelled.    She 
was  facing  a  hysterectomy.    Staff  contacted  the  employer  who  reinstated  the 
participant. 

A  second  call  involved  a  woman  who  was  scheduled  for  breast  surgery  who 
learned  that  her  insurance  had  been  cancelled.    Her  employer  had  not  submitted 
her  premiums  to  the  insurance  company.   This  case  has  been  referred  to  an 
investigator,  however,  no  action  can  be  taken  during  the  shutdown. 

A  third  call  was  received  from  a  women  seeking  help  evaluating  her  layoff 
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options  as  they  related  to  plan  vesting  at  a  major  bank.    She  was  faced  with  a 
9:00  am  deadline  in  responding  to  her  employer's  counter  offer  in  this  layoff 
situation.    PWBA  helped  her  obtain  a  copy  of  the  plan  document  and  then 
assisted  her  in  understanding  the  vesting  provisions  of  the  plan  as  they  related 
to  her  decision. 

In  addition  approximately  one  hundred  inquiries  have  been  received  since  the 
shutdown  in  our  San  Francisco  and  Seattle  offices  from  participants  and 
beneficiaries  of  the  Boeing  Corporation  regarding  their  continuation  of  health 
care  in  light  of  an  ongoing  strike.    30,000  Boeing  employees  are  currently 
engaged  in  a  strike  against  the  company  and  they  may  have  been  improperly 
denied  continuing  health  care  coverage  under  the  COBRA  provisions  of 
ERISA. 

Among  the  hundreds  of  letters  received  today  was  one  from  a  67  year  old  widow  who 
was  informed  by  her  late  husband's  plan  that  her  benefits  are  terminating.    She  wrote, 
"I  need  this  pension  to  live  in  my  house  and  to  make  mortgage  payments".   This 
complaint  will  not  be  pursued  during  the  shutdown. 


EMPLOYMENT  STANDARDS  ADMINISTRATION 


WAGE  HOUR 
EACH  DAY: 

1 50  individuals  will  unsuccessfully  attempt  to  contact  us  to  register  a  complaint 
alleging  violations  of  the  laws  we  enforce.    Some  of  these  folks  will  try  again  later, 
but  many  will  not  and  therefore  suffer  the  loss  of  their  legal  rights  in  the  workplace. 
In  addition,  several  thousand  telephone  calls  requesting  information  or  seeking  the 
appropriate  government  agency  for  assistance  will  go  unanswered. 

195  enforcement  cases  will  not  be  completed  -  including  55  directed  investigation 
cases,  of  which  27  are  in  targeted  low-wage  industries  —  building  backlogs  and 
resulting  in  delays  in  obtaining  appropriate  remedies  for  affected  workers.   In  some  of 
these  cases,  the  running  of  the  statute  of  limitations  may  deprive  workers  of  some  or 
all  of  their  wage  entitlement. 

970  workers  will  not  receive  more  than  $542,000  in  back  wages  to  which  they  are 
legally  entitled. 

A  distraught  employee  is  seeking  her  overdue  pay  ( 1 5  days)  from  a  national  chain  (as 
yet  unidentified)  that  is  not  responsive  to  her  inquiries.  Hundreds  of  other  workers  at 
the  chain  are  also  affected. 
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An  agricultural  strike  force  which  would  have  taken  place  this  week  in  Northern 
Maine  involving  broccoli  has  had  to  be  canceled.  The  season  typically  ends  in  mid- 
November. 

Forty  "hot  goods"  actions  arising  out  of  a  garment  strike  force  in  the  New  York  region 
are  not  being  processed  as  a  result  of  this  shutdown.   These  actions  are  time  sensitive. 
Furloughed  Wage  and  Hour  investigators  cannot  negotiate  with  manufacturers  about 
the  shipment  of  these  goods.  In  addition,  back  wage  payments  in  the  amount  of 
$190,000  to  450  workers  cannot  be  made  at  this  time. 

The  NY  region  reports  that,  during  the  shutdown,  it  is  receiving  between  65  to  75 
Family  and  Medical  Leave  Act  calls  per  day.   These  calls  often  involve  the  refusal  to 
grant  family  or  medical  leave  in  emergency  situations,  failure  to  reinstate  jobs  to 
workers  and  other  situations  that  require  immediate  attention.   The  shutdown  presents 
a  severe  hardship  to  these  workers  because  of  our  inability  to  service  their  complaints. 

Of  the  many  callers  that  Wage  and  Hour  has  turned  away,  one  involved  an  individual 
in  tears  because  he  was  expecting  his  back  wage  check  this  week  and  needed  the 
money  to  take  care  of  household  expenses. 

Our  Atlanta  Region,  which  houses  Wage  and  Hour's  largest  farm  labor  contractor 
registration  operation,  reports  that  for  every  600  farm  labor  contractors  they  do  not 
register  this  month,  the  transportation  safety  and  housing  standards  of  16,000  farm 
workers  may  be  impacted. 

The  Atlanta  Region  also  reports  that  the  livelihood  of  farm  labor  contractors  who 
cannot  receive  authorization  to  operate  during  the  shutdown  are  impacted.    Because  of 
the  very  short  harvest  seasons  in  agriculture,  it  is  essential  that  they  received  their 
authorizations  in  time  to  perform  the  available  work. 

The  Department's  inability  to  conduct  wage  surveys  could  cause  certain  state-level 
contract  bidding  (involving  Federal  funds)  and  issuance  to  shut  down. 

The  Dallas  Region  is  unable  to  carry  out  its  chile  pepper  strike  force  this  week  in 
Eastern  New  Mexico.   The  New  Mexico  chile  harvest  is  known  for  its  serious  labor 
problems  (transportation  safety,  child  labor  and  minimum  wage  violations,  unregistered 
farm  labor  contractors,  and  the  lack  of  field  sanitation  for  workers). 


WORKERS  COMPENSATION 

Longshore: 

Longshore  is  minimally  staffed  to  handled  medical  emergencies  under  the  Special 
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Fund  only,  since  its  work  overseeing  non-Special   Fund  cases  relates  to  the  review  and 
conferences  regarding  the  adequacy  of  payments  and  settlements. 

Informal  Conferences  where  settlements  are  approved  are  not  being  held  affecting  one 
male  Section  8(i)  claimant  whose  wife  just  gave  birth  and  is  out  of  work.  The  13,000 
dollar  settlement  is  needed  to  help  them  save  their  home. 

A  $68,000  ALJ  order  will  not  be  enforced,  even  though  claimant  has  been  without  any 
income  for  nine  months  and  is  in  desperate  need. 

NOTE:  Employee  stories: 

A  Long  Shore  claims  examiner  wrote  to  me  at  the  end  of  her  report:    "  It  is  very 
difficult  for  me  to  have  to  tell  these  people  that  I  can't  do  anything  to  help  them.  It 
makes  me  hurt." 

LONGSHORE  PROGRAM 

Approximately  150  Informal  Conferences/wk  will  not  be  held  preventing  resolution  of 
acute  issues  involving  benefit  payments  or  medical  services  leaving  claimants  without 
income  and/or  medical  treatment. 

Approximately  260  Emergency  medical  requests/wk  will  remain  unattended. 

In  addition,  approximately  260  lump  sum  section  8(i)settlement  applications  will  not 
be  reviewed  for  adequacy  by  our  office  and  thus  become  final  based  on  the  automatic 
statutory  provision.   This  will  result  in  an   inequitable  final  settlement  or  a  delay  in 
payment  to  the  injured  worker. 

BLACK  LUNG  PROGRAM 

68,000  disabled  miners,  widows  and  other  dependent  and   survivors  will  not  receive 
disability  benefits  on  December  15,  1995  unless  a  continuing  resolution/appropriation 
is  approved  prior  to  December  11,  1995. 

Approximately  7,000  cases  will  remain  unresolved  as  new  claims  or  claims  in  the 
appellate  process.  Each  week  will  augment  this  figure  by  150. 


OFFICE  OF  FEDERAL  CONTRACT  COMPLIANCE  PROGRAMS 

More  than  8  conciliation  conferences  were  canceled  that  have  the  potential  to  affect 
more  than  700  victims  of  discrimination  throughout  the  United  States.   The  total  effect 
of  these  postponements  is  that  more  than  $7,000,000   dollars  will  not  be  provided  to 
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applicants  and  employees  of  federal  contractors.   Moreover,  contractors  may  be  less 
inclined  to  informally  resolve  these  cases  because  of  reduced  fiscal  capacity  and  loss 
of  confidence  in  the  ability  of  the  Government  to  proceed  with  its  enforcement 
procedures. 

The  Office  of  Federal  Contract  Compliance  Programs  canceled  or  will  reschedule  more 
than  85  compliance  reviews.    The  impact  to  corporate  personnel  has  resulted  in  more 
than  a  $136,000  loss  in  direct  costs  associated  with  contractor  employee's  salaries  and 
travel. 

Contractors  have  lost  more  than  $  1 1 2,000  associated  with  the  rescheduling  of 
conferences  and  meetings  where  OFCCP  was  a  featured  speaker  or  key  participant. 
Moreover,  the  failure  of  OFCCP  to  attend  such  meetings  will  result  in  the 
postponement  and  rescheduling  of  events.   This  can  result  in  increased  travel  costs  to 
the  tune  of  more  than  30%. 

Contractors  have  complained  that  they  are  experiencing  high  costs  for  outside  vendors 
because  of  the  suspension  of  compliance  review  activity. 

Persons  seeking  to  file  complaints  of  discrimination  have  telephoned  the  regional 
office  and  are  irate  that  they  cannot  receive  assistance;  other  members  of  the  public 
have  telephoned  and  seemed  "upset"  that  they  could  notbe  helped. 

Meetings  that  have  been  scheduled  with  federal  contractors  in  order  to  finish 
compliance  reviews  or  resolve  complaints  have  had  to  be  cancelled,  and  some  of  the 
meetings  involved  the  expenditure  of  funds  for  travel  by  the  contractors  to  the  meeting 
sites. 

In  Region  III,  the  regional  office  is  awaiting  the  resolution  of  a  glass  ceiling  case  with 
potentially  the  second  highest  settlement  in  several  years,  but  themeeting  had  to  be 
postponed. 

In  Region  X,  Microsoft  is  preparing  a  presentation  on  its  expanded  equal  employment 
opportunity  and  recruitment  plan  and  this  may  have  to  be  rescheduled  because  of  the 
shut  down. 

One  private  company,  the  Computer  Science  Corp.  in  Region  III,  had  to  lay  off  200 
individuals  because  of  the  shut  down  of  the  federal  government.   This  suggests  the 
probable  effects  on  the  private  sector  of  this  impasse. 

meetings  will  be  cancelled,  complaint  investigations  and  compliance  reviews  will  have 
to  be  rescheduled,  and  responses  to  congressional  inquiries  regarding  constituent 
concerns  about  employment  discrimination  will  be  delayed.    In  the  longer  term,  two 
weeks  or  more,  there  will  be  a  serious  concern  about  the  impact  of  the  shut  down  on 
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the  lives  of  the  26  million  women,  minorities,  the  disabled  and  veterans  whom  OFCCP 
was  established  to  protect.   The  program  continues  to  uncover  and  resolve 
discrimination  cases  in  nearly  every  industry  and  geographic  area  it  reaches;  from  the 
entry  level  to  the  executive  suite.    Not  only  is  there  subtle  discrimination,  but  we  are 
continuing  to  find  egregious  cases  (e.g.,  the  recent  case  of  two  African  American  white 
collar  workers  forced  to  clean  toilets  in  a  North  Carolina  company  servicing  NASA.). 
These  cases  (which  were  most  often  discovered  during  a  compliance  review)  may 
never  have  been  found  and  resolved  if  not  for  the  work  of  the  OFCCP. 

OFCCP  will  not  be  able  to  provide  technical  assistance  to  contractors  who  want  to 
comply  with  the  equal  employment  opportunity  laws,  or  to  complete  its  efforts  to 
streamline  burdensome  regulations  and  paperwork. 

OFCCP 's  efforts  to  provide  more  and  better  customer  service  through  the  recent 
establishment  of  an  Ombudsperson  will  be  abruptly  curtailed  during  this  cessation  of 
operations. 


OCCUPATIONAL  SAFETY  AND  HEALTH  ADMINISTRATION 

The  Erie  Area  Office  is  currently  conducting  a  fatality  investigation  at  a  Penzoil  oil 
refinery  in  Oil  City,  PA.    Because  of  the  shutdown,  the  office  is  unable  to  expand  the 
investigation  to  include  an  evaluation  of  the  facility's  compliance  with  the  Process 
Safety  Management  Standard. 

The  Atlanta  East  Area  Office  is  unable  to  investigate  an  accident  at  a  construction  site 
in  Conyers,  GA,  in  which  an  employee  fell  from  a  12  feet  high  scaffold  to  a  concrete 
floor  suffering  serious  head  injuries.   The  employee  is  in  critical  condition. 

The  Atlanta  East  Area  Office  has  received  a  complaint  from  workers  in  a  poultry 
hatchery  where  several  employees  have  developed  skin  lesions  and  blisters  from 
exposure  to  chemicals  used  to  disinfect  chicken  houses.   An  investigation  is  on  hold. 

The  Jacksonville,  FL,  Area  Office  has  been  notified  of  an  accident  in  which  a  truck 
driver  was  run  over  in  the  loading  dock  area  of  a  plant.  The  employee  is  in  critical 
and  unstable  condition.    An  investigation  is  on  hold. 

The  Chicago  North  Area  Office  received  notification  on  November  1 3  that  a  worker  at 
Webb  Tool  &  Manufacturing  in  Elk  Grove  Village,  IL,  had  suffered  an  amputation 
while  working  at  a  power  press  on  November  9.    An  investigation  had  been  planned, 
but  is  now  on  hold. 

The  Chicago  North  Area  Office  received  notification  on  November  9,  of  unprotected 
floor  openings  and  uncovered  excavation  openings  at  a  single  family  subdivision 


424 


development  in  Palatine,  IL.  An  investigation  is  pending. 

The  Chicago  North  Area  Office  has  received  notification  of  3  story  open-sided  floors, 
unprotected  window  openings,  ungrounded  power  tools,  and  uncovered  excavation 
openings  at  a  townhouse  development  in  Chicago,  IL.  An  investigation  is  pending. 

The  Chicago  North  Area  Office  has  received  two  separate  complaints  from  employees 
of  car  rental  companies  regarding  illness  due  to  carbon  monoxide  exposure.  Action  is 
pending. 

The  Chicago  North  Area  Office  received  notification  on  November  1 3  of  a  trench 
allegedly  measuring  7  feet  deep  with  no  cave-in  protection  in  Round  Lake,  IL.   An 
investigation  is  planned.   However,  confusion  over  the  government  funding  issues 
delayed  the  response  by  3  days. 

The  Toledo  Area  Office  is  unable  to  respond  to  complaints  of  employees  becoming  ill 
from  dust  and  paint  vapors  during  sanding  and  painting  operations  at  a  plant  in 
North  wood,  Ohio. 

A  serious  accident  has  not  been  investigated  at  a  quarry  in  Marblehead,  Ohio.   An 
employee  suffered  serious  injuries  when  he   was  crushed  between  a  conveyor  belt  and 
a  break  pulley. 

The  Toledo  Area  Office  cannot  respond  to  a  referral  of  a  construction  renovation 
project  in  Tiffin,  Ohio  where  employees  are  working  on  scaffolds  without  fall 
protection  25  feet  above  the  ground. 

The  Peoria,  IL  Area  Office  was  denied  entry  to  conduct  a  complaint  inspection  at 
Walker  Wire.   The  complaint  alleges  exposure  to  air  contaminants,  machine  guarding, 
electrical  hazards,  fall  hazards,  lack  of  emergency  procedures,  no  preventive 
maintenance  on  cranes  and  hoists.   The  process  to  obtain  an  inspection  warrant  is  now 
on  hold. 


The  following  job  safety  and  health  problems  will  occur: 
Number  of  cases  with  citations  pending:    1 12 
Number  of  complaints  received,  but  not  acted  upon:    176 
Investigations  suspended:    12 
Number  of  call  received,  but  business  of  caller  unknown:    124 
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Number  of  programmed  inspections  put  on  hold:    1 1 
Number  of  meetings  with  employer  associations  cancelled:    10 
Number  of  calls  received  related  to  whistleblower  protection:   2 
Number  of  cases  where  unable  to  verify  hazard  abatement:    93 

MINE  SAFETY  AND  HEALTH  ADMINISTRATION 

Complete  regular  inspections  of  mines  have  ceased.   Instead,  inspectors  are  targeting 
special  hazards,  such  as  explosive  methane  gas  and  the  safe  operation  of  surface 
haulage  equipment.    Haulage  accidents  is  a  leading  cause  of  death  at  mines. 

Education  and  training  activities,  which  are  key  to  accident  prevention  efforts,  have 
ceased. 

The  National  Mine  Health  and  Safety  Academy,  in  Beckley,  West  Virginia,  which 
trains  more  than  5,000  people  a  year,  is  closed.   All  training  of  mine  inspectors  has 
ceased.    MSHA  facilities  in  Triadelphia,  West  Virginia,  Bruceton,  Pennsylvania  and 
Denver,  Colorado  all  have  been  closed. 

Processing  of  accident  and  injury  data,  used  to  identify  trends  and  develop  prevention 
strategies,  has  ceased.    In  1994,  there  were  20,746  injuries  in  the  mining  industry. 

Compliance  assistance  visits  requested  by  mine  operators  have  been  suspended.    These 
visits,  which  advise  mine  operators  how  to  comply  with  mine  safety  regulations,  have 
ceased  and  requests  are  going  unanswered.   Last  year  the  agency  conducted  355 
compliance  assistance  visits. 

The  approval  process  for  the  introduction  of  safer,  more  productive  equipment  in 
mines  has  ceased.     MSHA  has  pending  more  than  170  safety  evaluations  on  mining 
equipment,  instruments  and  other  devices.   Annually,  more  than  1 ,600  such  evaluations 
are  conducted. 

Respirable  dust  samples  intended  to  help  prevent  "black  lung"  disease  and  silicosis  are 
being  collected  -  but  analysis  of  them  has  ceased.   On  average  more  than  2,000 
samples  per  day  are  sent  to  MSHA  by  mine  operators. 

Investigation  of  discrimination  against  miners  who  complain  about  unsafe  working 
conditions  has  ceased.     MSHA  investigates  more  than  150  discrimination  complaints 
each  year.     Three  such  complaints  have  reached  the  agency  since  the  shutdown  began. 
No  action  can  be  taken  to  investigate.  One  case  involves  a  coal  miner  who  was  fired 
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allegedly  because  he  refused  to  operate  a  large  haulage  truck  which  he  believed  had 
faulty  brakes. 

Investigations  of  flagrant,  knowing  or  willful  violations  of  mine  safety  and  health 
standards  have  ceased.   Approximately  450  such  investigations  are  opened  every  year. 

All  funding  to  States  which  receive  MSHA  grant  money  to  conduct  health  and  safety 
training  has  been  cut  off.     Most  States  receive  MSHA  state  grant  money. 

Mail  for  numerous  MSHA  offices  is  not  being  received.   In  Denver,  e.g.,  the  mail  is 
being  sent,  as  usual,  to  the  Denver  Federal  Center  for  sorting  but  all  mailroom 
employees  are  furloughed.    MSHA  mail  which  can  include  coal  mine  ventilation  and 
roof  control  plans,  written  safety  complaints  from  miners,  and  mine  emergency 
evacuation  plans  submitted  by  mine  operators  for  safety  approval  are  buried  in  a  pile 
of  other  federal  mail. 

Mine  operator  requests  for  site-specific  variances  from  mandatory  standards  can  not  be 
processed. 


BUREAU  OF  LABOR  STATISTICS 

BLS  staff  field  approximately  4,000  telephone  calls  per  day  from  members  of  the 
public.   These  calls  cover  a  wide  range  of  subjects.    Individuals  involved  in  contract 
negotiations  may  call  for  CPI  or  PPI  data,  for  use  in  writing  or  implementing  contract 
escalation  clauses.   Representatives  of  firms  making  decisions  about  where  to  locate 
new  plants  may  ask  for  wage  rates  in  different  localities  or  on  hourly  compensation 
costs  in  different  countries.   Federal  Reserve  Board  staff  charged  with  briefing 
members  of  the  Board  of  Governors  as  they  prepare  to  vote  on  monetary  policy 
decisions  may  call  for  employment  data,  CPI  data,  PPI  data  or  other  information. 
None  of  these  calls  will  be  answered  during  the  shutdown. 

One  of  the  Bureau's  most  important  surveys  is  the  Current  Population  Survey  (CPS) 
which  is  the  source  of  the  Nation's  monthly  unemployment  figures.   If  the  shutdown 
extends  beyond  Friday,  November  1 7,  scheduled  collection  of  data  for  the  November 
CPS  will  be  disrupted.   At  a  minimum,  it  would  be  necessary  to  push  the  survey 
reference  period  back  by  a  week  —  a  potentially  significant  problem  for  the 
interpretation  of  the  data  -  and  to  delay  the  release  of  the  November  data  by  a  week. 
Because  the  resulting  survey  reference  period  would  be  Thanksgiving  week,  further 
assessment  may  lead  to  a  decision  not  to  collect  the  data.    If  the  shutdown  extends 
much  beyond  November  24,  it  will  not  be  possible  to  collect  November  CPS  data. 

Another  of  the  Bureau's  important  products  is  the  monthly  CPI.   Collection  of  the 
information  necessary  to  produce  the  CPI  occurs  throughout  the  month.   Field 
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economists  visit  retail  outlets  across  the  country  to  check  on  the  prices  of  items 
included  in  the  CPI  market  basket.   Once  the  time  for  data  collection  has  passed,  it  is 
not  possible  to  retrieve  the  information.   If  the  shutdown  extends  beyond  a  few  days, 
the  quality  of  the  November  CPI  will  be  compromised.    If  it  extends  through 
Thanksgiving,  it  may  not  be  possible  to  produce  the  November  CPI  at  all. 

An  extended  shutdown  will  delay  production  of  all  of  the  other  monthly  Major 
Economic  Indicators  for  which  the  Bureau  is  responsible.    These  include  the  monthly 
payroll  jobs  count,  the  monthly  PPI,  and  the  monthly  import  and  export  price  indexes. 

The  monthly  economic  statistics  produced  by  the  BLS  are  among  the  most  critical  for 
monetary  policy  made  by  the  Federal  Reserve  Board  and  for  individual  financial 
institutions,  borrowers  and  investors.   The  absence  of  this  information  potentially  could 
create  a  degree  of  short  term  paralysis  in  the  decision  making  that  could  have  long 
term  effects  on  the  Nation's  economic  well-being.   In  the  absence  of  information,  for 
example,  companies  could  delay  investment  or  hiring  decisions,  causing  a  decline  in 
output  and  national  income. 


VETS 

Servicemembers,  reservists  and  Guardsmen  and  women  who  suffer  harm  due  to  their 
military  service,  including  lost  wages  and  terminations,  must  wait  until  the  shut-down 
is  resolved  to  obtain  relief. 

Veterans  or  their  wives  and  children  who  are  denied  proper  pensions  or  other  benefits 
that  credit  military  service  will  not  get  information  that  enables  them  to  contest 
reduced  benefits  or  pensions. 

The  majority  of  States  will  layoff  DVOP  and  LVER  staff  until  Federal  funds  are 
available.   Only  a  few  States  which  use  state  revenues  to  supplement  Federal  funding 
of  Disabled  Veterans'  Outreach  Program  (DVOP)  and  Local  Veterans'  Employment 
Representative  (LVER)  staff  will  continue  to  provide  priority  services  to  veterans. 

Assistance  provided  to  special  disabled  veterans  regarding  veterans'  benefits, 
employment  counseling,  vocational  guidance,  referrals  to  training  or  jobs  ceases  with 
the  layoff  of  DVOP  and  LVER  staff. 

Transition  assistance  for  servicemembers  and  their  spouses  will  only  be  conducted 
until  this  Friday  (after  that  FY  1995  funds  will  have  been  exhausted). 

Each  Day: 

5,800  veterans  will  not  get  priority  services,  priority  referral  to  jobs,   and  help  in 
getting  jobs  from  the  Job  Service.   Of  these,  450  are  disabled  veterans. 
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1,400  veterans  will  be  without  the  jobs  that  they  would  have  been  helped  into  by  the 
Job  Service's  veterans-funded  staff. 

Twelve  veterans,  or  service  members  will  call  the  Veterans'  Employment  and  Training 
Service  each  day  for  assistance  under  existing  Veterans'  Reemployment  Rights  law. 
The  calls  range  from  getting  credit  for  their  military  service  in  pensions,  to  termination 
from  their  job  for  time  spent  on  active  duty.   There  won't  be  anyone  to  answer  their 
call  for  help. 


OFFICE  OF  THE  INSPECTOR  GENERAL 

Received  calls  from  a  Congressional  staff  member  asking  that  the  OIG  conduct  certain 
audit  activities,  and  we  have  explained  that  we  cannot  conduct  such  activities  during 
the  shutdown. 

WOMENS  BUREAU 

For  every  week  of  the  shutdown,  300  requests  for  assistance  will  go  unanswered. 

For  every  week  of  the  shutdown,  $7  million  to  $  1 0  million  in  pledges  to  the  Working 
Women  Count  Honor  Roll  Program,  resulting  in  the  loss  of  development  of  key 
support  projects  such  as  the  establishment  of  new  child  care  centers;  provision  of  paid 
leave  for  family  responsibilities;  investment  of  new  training  funds,  etc. 

This  week  alone,  we  have  had  to  cancel  work  which  would  have  resulted  in  30  pledges 
in  Seattle,  20  pledges  in  Spokane,  and  30  pledges  in  Baltimore. 

OFFICE  OF  LABOR-MANAGEMENT  STANDARDS 

OLMS  will  not  conduct  audits  to  protect  labor  organization  assets  nor  will  it  be  able  to 
receive  complaints  within  statutory  time  periods  and  thus  cannot  conduct  investigations 
of  union  elections  of  Officers  to  promote  democracy  within  unions. 


Investigation  of  union  officer  election  complaints  and  the  supervision  of  remedial  elections  to 
ensure  fair,  democratic  officer  elections  for  tens  of  thousands  of  union  members. 

FY96  Est.         average  one 
wk.  shortfall* 

Election  Inv.  180  4.2 

remedial  elec.  45  1.1 
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Protecting  labor  union  assets  and  receipts  by  investigation,  as  warranted,  union  embezzlements 
and  other  criminal  violations. 

embezzlement  340  8.1 

Protect  labor  organization  funds  by  detecting  and  preventing  financial  crimes  and  other 
statutory  violations. 

compliance  audits  780  18.6 

International  union 

compliance  audits  7  ** 

financial  report 

audits  1,763  42.0 

Receipt  and  disclosure  of  labor  union  annual  financial  report. 
Disclosure  serves  as  a  deterrent  and  achieves  voluntary  compliance. 

Reports  processed      45,000  1,071 

Reports  disclosed      48,500  1.155 

♦Based  upon  an  average  of  42  weeks  spent  solely  on  investigation  work,  exclusive  of  leave, 
training,  holidays,  union  management  time  and  other  time. 

** These  are  time  consuming  and  take  several  weeks  to  complete  depending  upon  complexity. 
In  addition  to  disclosing  violations,  they  serve  as  a  deterrent  to  the  misuse  of  $357,443,489  in 
union  assets  and  $454,258,337  in  receipts  of  National  and  International  unions. 

OLMS  cannot  act  upon  pending  1 3(c)  referrals  from  the  Federal  Transit 
Administration.   This  will  result  in  lengthy  delays  in  grants  being  forwarded  to  State 
and  Local  entities  and  timely  certifications  of  protections  for  affected  employees  will 
be  severely  impacted.   Section  5333(b)  of  the  Federal  Transit  Law  requires  that  certain 
protective  arrangements  for  employees  be  in  place  as  a  condition  of  Federal  financial 
assistance  for  transit  projects  being  provided  to  State  and  Local  government  agencies. 
Grant  money  to  these  government  agencies  by  the  Federal  Transit 
Administration(FTA),  Department  of  Transportation  cannot  be  released  until  the 
Secretary  of  Labor  certifies  that  the  required  employee  protections  are  in  place. 
Accordingly  the  release  of  grant  money  will  be  delayed  and  in  some  instances  may  not 
be  payable  if  the  certification  is  not  made  prior  to  the  life  of  the  application  requesting 
the  funds  from  FTA.   The  FTA  estimates  that  4.5  billion  was  released  for  FY94  for 
grant  projects  reviewed  or  certified  by  the  Secretary. 

FY96  est.     one  week 
shortfall 

Certifications  processed  1,730  41.0 

Claims(Determinations) 

arbitrated  77  1.8 
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DAVIS -BACON  ACT 

Mr.  Stokes:   Many  of  us,  particularly  those  of  us  who  are 
concerned  about  labor  and  working  families,  have  a  great  deal  of 
concern  about  the  effect  of  the  repeal  of  the  Davis -Bacon  At. 
What  is  the  agency's  position  on  this  issue? 

Mr.  Anderson:   The  Administration  strongly  believes  that  the 
purpose  and  need  for  the  Davis -Bacon  Act  are  as  important  today  as 
when  the  Act  was  first  passed. 

Labor  costs  are  an  important  component  of  total  construction 
costs.   Because  the  Federal  procurement  system  generally  awards 
contracts  to  the  lowest  responsive  bidder,  repeal  of  the  Davis- 
Bacon  Act  would  shift  the  focus  of  competition  from  quality, 
efficiency,  and  productivity  to  wages  and  benefits.   Without  the 
statute,  contractors  would  be  driven  to  compete  for  Federal 
contracts  by  reducing  their  labor  costs  rather  than  improving 
their  skills  and  productivity.   Workers  could  be  faced  with  the 
option  of  accepting  employment  on  Federal  jobs  for  wages  lower 
than  they  would  otherwise  get  on  private  construction  or  risk 
losing  employment  to  workers  brought  in  from  some  other  low-wage 
area. 

For  these  reasons,  the  Administration  is  strongly  opposed  to 
repeal  of  the  Davis-Bacon  Act  and  has,  instead,  advocated 
meaningful  reform  of  the  statute. 

Mr.  Stokes:   In  your  professional  judgement,  are  there 
specific  improvements  that  should  be  made  to  Davis-Bacon,  and  if 
so,  what  are  they  and  why  are  they  warranted? 

Mr.  Anderson:   In  1994,  the  Administration  proposed  major 
reforms  to  the  Davis -Bacon  Act  which  originated  with  the  National 
Performance  Review's  efforts  to  streamline  and  reform  the  Federal 
procurement  process.   Although  there  were  a  number  of  improvements 
proposed  in  the  legislation,  the  most  significant  reforms 
included:   increasing  the  coverage  threshold  at  which  Davis-Bacon 
would  apply;  easing  payroll  reporting  requirements;  providing  a 
private  right  of  action;  and  clarifying  key  coverage  issues  that 
had  been  the  subject  of  recent  court  actions.   Specifically: 

»■   The  legislation  would  replace  the  current  (and  outdated) 
single  threshold  of  $2,000  with  a  $100,000  threshold  for 
new  construction,  complete  rehabilitation  or 
reconstruction  (including  painting  and  decorating)  of 
public  buildings/works,  and  a  $50,000  threshold  for  repair 
and/or  alteration  (including  painting  and  decorating)  of 
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public  buildings/works. 

►  To  reduce  paperwork  burdens,  the  requirement  for  weekly 
submission  of  payroll  records  would  be  dropped  for 
contracts  less  than  $100,000.   For  contracts  in  excess  of 
$100,000,  the  frequency  of  submission  would  be  changed 
from  weekly  to  monthly.   The  Secretary  of  Labor  would  be 
able  develop  procedures  for  waiving  the  payroll  submission 
requirement  for  responsible  contractors  (i.e.,  those  who 
have  never  been  debarred,  have  demonstrated  knowledge  of 
the  Act  and  its  requirements,  have  a  history  compliance, 
and  are  otherwise  responsible  contractors). 

►  A  new  provision  --  similar  to  private  suit  rights 
currently  available  under  the  FLSA  --  would  permit 
laborers  and  mechanics  (or  an  organization  authorized  to 
represent  such  laborers  or  mechanics)  employed  on  covered 
contracts  who  have  not  been  paid  in  full  to  sue  the 
contractor/subcontractor  to  recover  sums  due,  and  would 
enhance  compliance  with  the  Act. 

►  The  proposed  legislation  also  would  provide  clear 
standards  of  application  to  construction  on  any  building 
leased  to  the  United  States;  to  employees  working  at 
certain  facilities  dedicated  to  the  Federal  construction 
work;  and  to  truck  drivers  hauling  materials  to  the  job 
site.   All  were  interpretive  issues  that  have  been  the 
subject  of  increased  litigation. 

Mr.  Stokes:   What  impact  would  repeal  of  Davis-Bacon  have  on 
wages? 

Mr.  Anderson:   Labor  costs  are  an  important  component  of 
total  construction  costs.   Because  the  Federal  procurement  system 
generally  awards  contracts  to  the  lowest  responsive  bidder   repeal 
of  the  Davis -Bacon  Act  would  shift  the  focus  of  competition  from 
quality,  efficiency,  and  productivity  to  wages  and  benefits 
Without  the  statute,  contractors  would  be  driven  to  compete  for 
Federal  contracts  by  reducing  their  labor  costs  rather  than 
improving  their  skills  and  productivity.   Workers  could  be  faced 
with  the  option  of  accepting  employment  on  Federal  jobs  for  wages 
lower  than  they  would  otherwise  get  on  private  construction  or 
risk  losing  employment  to  workers  brought  in  from  some  other  low- 
wage  area. 

A  1995  study  by  the  University  of  Utah  on  the  effects  of  the 
repeal  of  nine  State  "little  Davis-Bacon"  laws  estimated  that 
repeal  of  the  Federal  Davis -Bacon  Act  could  lower  the  wages  of 
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construction  workers  by  at  least  5%  --  which,  in  constant  1982 
dollars,  have  already  been  on  a  downward  trend  since  1972.   For 
construction  workers  who  have  annual  earnings  of  only  $28,300  this 
could  result  in  a  loss  of  nearly  $1,400  in  income  annually. 
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SWEATSHOPS 

Mr.  Stokes:   The  Department  has  made  significant  strides  in 
addressing  the  "sweatshops"  situation,  and  in  awakening  the 
nation's  conscious  with  respect  to  the  problem.   What  is  the 
extent  of  this  problem  nationally  and  regionally,  and  is  it  one 
that  we  really  can  do  something  positive  about,  or  do  we  just 
chase  a  bad  operation  out  of  one  location  into  another? 

Mr.  Anderson:   As  incredible  as  it  may  seem,  sweatshops  are 
still  thriving  today  --  especially  in  the  Los  Angeles,  New  York 
City  and  Dallas  areas.   The  demands  and  competition  of  a  global 
economy,  a  large  legal  and  illegal  immigrant  workforce,  and 
changes  in  the  industry  itself  are  all  factors  in  perpetuating 
sweatshops.   Nationwide,  there  are  more  than  22,000  contract  and 
sewing  shops  employing  almost  one  million  workers.   Los  Angeles  is 
now  the  largest  garment  manufacturing  center  in  the  U.S.   Between 
January  1994  and  January  1995,  there  was  an  increase  of  10,000 
garment  manufacturing  jobs  in  the  City. 

In  recent  years,  we  have  moved  away  from  our  traditional 
approach  of  focusing  only  on  investigating  individual  contractors 
and  sewing  shops.   Now  the  Department  is  involving  the  more 
financially  responsible  retailers  and  manufacturers  in  our  efforts 
to  achieve  long-term  improvement  in  compliance.   We  believe  our 
current  three-prong  strategy  of  enforcement,  recognition  and 
education  will  increase  compliance  in  this  industry.   In  every 
contractor  investigation  disclosing  violations,  the  Department 
contacts  the  contractor's  manufacturer  to  encourage  the 
establishment  of  a  monitoring  program  of  all  contractors  with 
which  that  manufacturer  does  business.   There  are  an  increasing 
number  of  monitoring  programs  in  place,  and  we  are  beginning  to 
see  some  positive  results.   A  recent  compliance  survey  of 
contractors  in  southern  California  revealed  a  dramatic  decrease  in 
violations  by  contract  sewing  shops  actively  monitored  by  the 
manufacturers  for  which  they  assemble  garments,  as  compared  to  a 
similar  survey  two  years  ago.   The  percentage  of  firms  violating 
minimum  wage  requirements  dropped  from  61  percent  in  1994  to  43 
percent  in  1996.   Nonetheless,  the  percentage  of  contractors  found 
in  violation  is  still  unacceptable. 

In  addition  to  leveraging  the  Department's  limited  resources 
by  involving  manufacturers,  the  Department  has  also  established  a 
recognition  program  --  the  second  prong  of  its  strategy  to 
eradicate  sweatshops.   In  December  1995,  the  Department  published 
the  Trendsetters  List  --  a  list  of  retailers  and  manufacturers 
which  have  assumed  responsibility  for  monitoring  work  practices  of 
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contractors  who  make  garments  for  them.   The  list  has  grown  to  36 
since  December.   Names  will  continue  to  be  added  that  meet  the 
criteria. 

In  March  1995   the  Department  announced  the  garment  public 
service  announcement  initiative  as  part  of  the  education  prong  of 
its  strategy   The  Department  "rolled  out"  its  print  and  radio 
Public  Service  Announcements  (PSA's)  and  unveiled  a  new  internet 
world  wide  web  site  to  provide  information  to  consumers. 

Mr   Stokes:   What  is  the  impact  of  the  "sweatshop"  situation 
on  the  economy  and  on  the  job  market?   How  much  can  the  agency 
realistically  do  to  correct  this  situation,  or  is  the  "sweatshop 
situation  one  where  it-  is  necessary  for  the  industry  to  take  a 
lead  role  to  police  itself? 

Mr   Anderson:   The  apparel  industry  is  a  significant  one  for 
our  economy.   Nationwide,  it  employs  almost  a  million  people. 
While  there  are  fewer  than  1,000  manufacturers,  there  are  more 
than  22  000  contract  cutting  and  sewing  shops.   Sweatshops  are  a 
magnet  for  low- skilled  immigrant,  both  legal  and  illegal,  workers 
who  are  willing  to  work  long  hours  for  minimum  or  submimmum 
wages . 

With  only  800  investigators  in  the  Wage  and  Hour  Division, 
the  Department  alone  cannot  solve  the  myriad  of  problems  in  this 
industry   The  industry  must  take  a  lead  role  to  police  itself. 
Our  strategy  is  to  involve  all  levels  of  the  industry  in  this 
effort   We  are  especially  looking  to  manufacturers  to  monitor 
their  production  contractors  for  compliance  with  wage  and  hour 
laws   We  are  also  making  contact  with  retailers  and  encouraging 
them  to  buy  from  manufacturers  which  have  monitoring  programs  in 
place   As  noted  in  my  response  to  your  earlier  question,  a  recent 
compliance  survey  of  contractors  in  southern  California  revealed  a 
dramatic  decrease  in  violations  by  contract  sewing  shops  actively 
monitored  by  the  manufacturers  for  which  they  assemble  garments 
as  compared  to  a  similar  survey  two  years  ago.   The  percentage  of 
firms  violating  minimum  wage  requirements  dropped  from  61  percent 
in  1994  to  43  percent  in  1996.   We  are  optimistic  about  but  not 
satisfied  with  these  results. 
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Mr.  Istook.   I  read  the  PBGC  Inbox  dated  April  1996,  Volume 
12,  No.  4,  with  great  interest.   You  describe,  in  extensive 
detail,  the  Customer  Service  Initiative  effort  to  reach  2.5 
million  people  in  underfunded  plans  in  six  states,  a  series  of 
town  hall  meetings  with  nearly  8,000  participants. 

a.  Please  provide  for  the  record,  the  six  specific  states 
mentioned  in  the  PBGC  Inbox. 

b.  Please  describe  the  criteria  for  the  "pension 
awareness"  outreach. 

i .     Who  are  the  specific  groups  being  targeted? 

ii.    Are  their  pension  plans  "in  trouble"  and  how  do 
you  define  this,  (i.e.,  please  describe  what  you 
mean  by  "people  in  underfunded  plans  who  need  to 
be  aware  of  the  pension  insurance  program  in  the 
event  PBGC  would  have  to  trustee  their  plans  in 
the  future."  (Page  4  of  PBGC  Inbox) 


c.      Please  provide  the  Committee  with  copies  of  the 

outreach  materials  being  sent  to  these  2.5  million 
people,  including  the  news  releases,  television  public 
service  announcements,  and  the  supermarket  pamphlet 
"Your  Guaranteed  Pension, "  as  well  as  any  other  copies 
of  the  ads  you  are  using  to  advertise  the  outreach  and 
the  town  hall  meetings .   Please  provide  copies  of  the 
town  hall  meeting  handouts. 

Mr.  Slate.   PBGC's  experience  garnered  by  terminating  and 
becoming  trustee  of  about  2,000  pension  plans  covering  400,000 
people,  shows  that  workers  and  retirees  are  concerned  that  they 
may  lose  the  pensions  for  which  they  worked  long  and  hard;  many 
are  unaware  that  there  is  a  pension  insurance  program  or  that 
there  are  limits  to  federal  guarantees.   Most  workers  and  retirees 
whose  underfunded  pension  plans  are  taken  over  by  PBGC  receive 
their  full  benefits.   Some,  however,  have  found  that  their 
benefits  are  not  fully  covered. 

To  address  this  issue,  the  agency  has  two  programs. 

1.   PBGC  holds  program  meetings,  termed  "town  hall" 
meetings,  for  workers  and  retirees  shortly  after  their  underfunded 
plan  is  terminated  and  taken  over  by  PBGC.   The  termination  of  an 
underfunded  pension  plan,  often  accompanied  by  the  loss  of  a  job, 
understandably  creates  anxiety  among  workers  and  retirees,  many  of 
whom  depend  on  their  pensions  for  much  of  their  income  during 
retirement.   The  purpose  of  the  meetings,  held  in  civic  halls  and 
schools,  is  to  explain  how  PBGC  works  in  paying  their  benefits  and 
to  ease  their  concerns  about  retirement  income.   Often,  these 
meetings  are  held  in  cooperation  with  the  company  and  the  union 
involved. 
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2.   PBGC  conducted  an  information  outreach  effort  in  six 
states  to  reach  as  many  workers  and  retirees  as  possible,  within 
limited  resources,  who  might  be  affected  by  pension  plan 
termination  to  encourage  them  to  learn  more  about  their  pensions 
and  the  pension  insurance  program. 

The  information  outreach  effort  was  conducted  in  states 
where  there  was  a  large  concentration  of  pension  plans  that  were 
underfunded  by  $25  million  dollars  or  more,  and  where  there  was  a 
high  potential  of  plan  terminations.   The  six  states  --  Illinois, 
Indiana,  Missouri,  Ohio,  Pennsylvania,  and  Wisconsin  --  had  a 
total  of  about  4,600  plans,  covering  2.5  million  workers  and 
retirees,  that  were  underfunded  by  almost  $20  billion. 

The  program  "town  hall"  meetings  are  an  on-going  activity. 
The  information  outreach  concluded  in  the  fall  of  1995. 

Attached  are  the  materials  used  in  conjunction  with  six- 
states  information  outreach  effort  and  the  "town  hall"  meetings. 

1.  For  the  "town  hall"  meetings,  people  in  the  pension  plans 
are  notified  about  the  meetings  by  letters  sent  directly  to  each 
worker  and  retiree  and  a  news  release  is  sent  to  local  media.  The 
handouts  at  the  meetings  are  a  copy  of  Your  pension  guarantee 
(this  is  more  specific  than  the  overview  pamphlet,  Your  Guaranteed 
Pension) ,  program  Fact  Sheets  and,  occasionally,  material  tailored 
to  show  how  a  specific  plan  is  affected  by  PBGC's  guarantees. 

2.   The  outreach  effort  consisted  of  the  placement  of  copies 
of  PBGC's  basic  quest ion- and- answer  pamphlet,  Your  Guaranteed 
Pension,  in  supermarket  consumer  information  racks,  and  the 
distribution  of  news  releases  to  newspapers  and  radio  and 
television  public  service  announcements .   The  news  releases  and 
PSAs  provided  the  address  of  the  Consumer  Information  center  in 
Pueblo,  Colorado,  where  the  public  could  write  for  a  free  copy  of 
Your  Guaranteed  Pension. 


[Clerk's  note:  The  attachments  were  deemed  too  lengthy  for  printing 
and  have  been  retained  in  Committee  files.] 
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Mr.  Istook.   Please  provide  the  Committee  with  the  number  of 
defined  benefit  plans  that  have  been  unable  to  be  terminated 
because  you  have  not  allowed  the  principal  shareholders  to  waive 
their  pensions  in  order  to  insure  their  employees  can  be  fully 
vested  and  the  plan  closed. 

a.      Please  provide,  for  the  record,  your  rationale  for  not 
allowing  principals  to  waive  their  pension  rights  to 
plans  that  can  be  appropriately  closed  with  employees 
having  their  vested  pensions  secured. 


Mr.  Slate.   PBGC  permits  the  principal  owners  of  a  business 
to  waive  their  benefits  in  order  to  terminate  a  plan,  with  two 
restrictions.   First,  spousal  consent  is  required.   Second,  only  a 
majority  owner  (owner  of  at  least  50%  of  the  business)  may  waive 
benefits.   This  restriction  was  imposed  to  ensure  that  no  one 
could  be  pressured  into  waiving  benefits.   The  practice  was 
developed  in  consultation  with  the  Internal  Revenue  Service 
because  it  raises  tax  issues  under  the  Internal  Revenue  Code  as 
well  as  PBGC  issues.   PBGC  does  not  have  information  on  plans  that 
have  not  terminated  because  of  this  practice. 


OKLAHOMA  CITY  FREEDOM  OF  INFORMATION  ACT  REQUEST 

Mr.  Istook:   I  was  distressed  to  look  at  your  Department's 
record  on  fulfilling  the  FOIA  request  the  Oklahoma  Department  of 
Labor  made  on  May  1,  1995  (Exhibit  9),  requesting  copies  of  wage 
surveys.   After  7  weeks,  of  what  can  only  be  characterized  as 
stalling  by  US  DOL,  and  apparently  blocking  the  FOIA  request,  the 
House  Opportunities  Committee  requested  these  same  documents, 
received  them,  and  read  them  into  the  Public  Record  as  part  of  the 
Hearing  in  Oklahoma  City.   We  had  to  go  through  all  of  this  to  get 
these  documents  so  that  Oklahoma  City  could  find  the  apparent 
fraud  that  has  taken  place.   The  US  DOL  never  fully  and  properly 
fulfilled  the  FOIA  request!!! 

I'm  sure  you  agree  that  it  is  important  to  help  states  pursue 
fraud  against  the  U.S.  taxpayer. 

What  steps  have  you  taken  to  insure  that  FOIA  request  from 
other  states  and  localities  are  being  filled  more  promptly? 

Mr.  Anderson:   The  Department  strives  to  respond  to  each 
request  under  the  Freedom  of  Information  Act  (FOIA)  as 
expeditiously  as  possible  given  available  resources.   Of  course, 
the  time  required  to  respond  to  any  FOIA  request  is  subject  to  a 
number  of  factors  --  not  the  least  of  which  are  the  volume, 
location  and  nature  of  the  documents  requested.   FOIA  requests  are 
accorded  high  priority  and  we  seek  to  respond  as  fully  and  quickly 
as  possible.   This  is  certainly  true  of  the  large  volume  of 
Oklahoma  State  requests,  as  well  as  those  we  receive  from  other 
States,  localities  and  the  public. 

In  response  to  the  Oklahoma  State  Department  of  Labor's  May 
1995  FOIA  request,  that  agency  has  been  provided  all  releasable 
information  under  the  FOIA.   After  first  advising  the  Oklahoma 
State  Commissioner  of  Labor  --  on  May  10,  1995  --  that  we  were 
gathering  and  reviewing  the  large  volume  of  materials  already 
requested  by  the  State,  the  Commissioner  advised  us  in  early  July 
that  she  was  expanding  her  prior  request  to  include  additional 
documents.   An  initial  set  of  materials  was  provided  to  the 
Oklahoma  Department  of  Labor  in  mid- July,  and  the  balance  of  the 
documents  were  forwarded  in  late  August  1995.   (In  February  1996, 
we  also  provided  several  related  documents  which  had  subsequently 
been  located  during  the  preparation  of  materials  for  the  FBI.) 

The  House  Economic  and  Education  Opportunities  Committee  was, 
in  addition,  provided  with  complete  copies  of  all  materials  that 
it  requested  in  connection  with  this  matter.   In  fact,  in 
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responding  to  the  Committee's  July  11,  1995,  letter,  the 
Department  noted  that  its  ability  to  provide  an  initial  response 
to  the  Committee  within  three  days  of  the  request  was  due  to  the 
fact  that  we  were  well  along  in  processing  the  Oklahoma  Department 
of  Labor's  FOIA  request,  consequently  much  of  the  work  had  already 
been  done . 

We  also  advised  the  Committee  that  the  Department  was 
examining  the  documents  with  a  view  towards  interests  recognized 
by  the  trade  secrets  laws.   In  subsequent  correspondence  and 
conversations  between  Committee  and  Department  of  Labor  staff,  we 
indicated  our  belief  that  many  of  the  documents  being  provided  may 
be  protected  by  Exemptions  4  and  5  of  the  FOIA  and  prohibited  from 
disclosure  by  the  Trades  Secrets  Act,  and  therefore  should  not  be 
released  to  the  public.   We  also  advised  the  Committee  that 
certain  documents  may  constitute  evidence  in  an  ongoing  Department 
of  Justice  investigation,  and  thus  should  not  be  further  disclosed 
on  that  basis. 

The  documents  of  most  concern  in  this  regard,  DOL  Forms 
WD- 10,  contain  information  which  is  both  commercial  and 
confidential  within  the  meaning  of  Exemption  4  of  FOIA  and 
therefore  is  controlled  by  the  Trades  Secrets  Act.   In 
correspondence  to  the  Committee  and  in  meetings  with  Committee 
staff,  the  Department  has  expressed  its  reservations  over  the 
public  release  of  information  protected  by  the  Trades  Secrets  Act. 

Contractors  and  their  representatives  have  consistently 
advised  DOL  that  they  consider  the  information  provided  en  the 
WD- 10  as  commercial  in  nature  and  not  customarily  disclosed  to  the 
public.   Construction  firms,  who  are  already  somewhat  reluctant  to 
provide  such  sensitive  business  data  during  the  survey  process, 
have  indicated  that  they  would  be  less  likely  to  participate  in 
future  surveys  if  the  information  were  to  be  disclosed  to  the 
public.   The  Department  believes  that  the  greatest  response  and 
reliability  in  the  wage  survey  process  is  achieved  only  by  full 
cooperation  of  contractors. 

With  respect  to  the  Labor  Commissioner's  May  1995  request  -- 
I  want  to  bring  to  the  Committee's  attention  that  all  responsive 
materials,  including  original  documentation,  have  been  forwarded 
to  the  FBI  for  its  use  in  conducting  an  investigation  into  the 
fraud  allegations. 

Mr.  Istook:   How  many  FOIA  requests  have  you  received 
regarding  surveys? 
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Mr.  Anderson:   Since  1993,  the  Department  estimates  that  it 
has  received  some  43  FOIA  requests  for  survey  documents.   Of 
approximately  22  received  during  1995  and  1996,  most  (14)  relate 
to  the  wage  surveys  for  heavy  and  building  construction  in  the 
Oklahoma  and  Tulsa  areas . 

Mr.  Istook:   Please  tell  the  committee  the  status  of  each  of 
those  FOIA  requests.   Also  tell  the  committee  your  reasons  for  not 
fulfilling  any  of  them  you  have  not  fulfilled  within  30  days  from 
the  initial  request. 

Mr.  Anderson:   The  Department  has  responded  to  all  but  4 
requests,  and  has  provided  a  partial  response  to  one  other  FOIA 
request  --  pending  further  clarification  from  the  requestor.   In 
three  (3)  of  the  four  (4)  outstanding  cases,  the  request  was 
received  more  than  30  days  ago,  but  all  three  involve  an  extensive 
amount  of  materials  and  the  requestor,  in  each  case,  has  been 
advised  that  the  Department  is  in  the  process  of  gathering  and 
reviewing  the  requested  documents.   The  other  outstanding  request 
was  received  within  the  last  30  days. 

Mr.  Istook:   Please  provide  a  complete  copy,  for  the 
committee,  of  your  findings  on  the  prevailing  wage  survey  revealed 
in  a  redacted  memo  sent  to  OK  DOL,  in  a  very  incomplete  response 
to  their  FOIA  request.   The  memo  was  dated  March  8,  1995,  for 
Randall  G.  O'Neal,  Regional  Wage  Specialist  from  Deborah  F. 
Holling,  Wage  Analyst,  that  states  "I  have  reviewed  the  survey 
data  used  to  determine  the  current  wage  rates  in  the  subject 
Counties  and  have  found  the  following:  (the  contents  of  which  were 
redacted.)  [TAB  13] 

Mr.  Anderson:   Attached  is  a  copy  of  the  March  8,  1995, 
memorandum  from  Deborah  Hollins  to  Randy  O'Neal.   (A  copy  of  this 
document  has  also  been  provided  for  inclusion  in  the  hearing 
record.)   This  complete,  unredacted  document  was  provided  to  the 
House  Economic  and  Educational  Opportunities  Committee  on  August 
2,  1995,  in  response  to  its  request  for  various  documents  relating 
to  the  heavy  construction  surveys  applicable  to  Oklahoma  City. 

The  redacted  version  of  this  document  was  provided  to 
Oklahoma  Labor  Commissioner  Brenda  Reneau  on  August  21,  1995.   The 
redactions  were  made  pursuant  to  Exemption  5  of  the  FOIA  which 
permits  the  withholding  of  inter-agency  or  intra-agency  memoranda 
or  letters  that  are  ingredients  of  the  agency's  deliberative 
process.   This  exemption  is  intended  to  protect  the  full  and  frank 
exchange  of  ideas,  views  and  opinions  necessary  for  the  effective 
functioning  of  the  Government.   The  Supreme  Court  has  extended 
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this  form  of  protection  to  Executive  Branch  deliberations. 
N.L.R.B.  v.  Sears.  Roebuck  &  CO , .  421  U.S.  132  (1975). 

Mr.  Istook:   You  requested  $3.75  million  to  conduct  a  Davis- 
Bacon  study.   This  committee  offered  you  $2  million  in  your  FY 
1996  budget,  with  the  stipulation  that  the  study  be  done  by  one  of 
the  big  8  accounting  firms  to  insure  that  everyone  could  agree  the 
research  was  unbiased.   We  were  perfectly  willing  to  have  language 
that  allowed  them  to  subcontract  for  areas  they  did  not  have 
expertise.   Your  Department  turned  down  those  funds.   Please 
explain  why  you  still  wish  to  have  these  funds,  and  whether  you 
are  willing  to  have  one  of  the  big  8  accounting  firms  receive 
them? 

Mr.  Anderson:   The  Department  of  Labor  did  not  turn  down 
these  funds.   Rather,  we  simply  raised  concerns  regarding  the 
propriety  and  reasonableness  of  the  strings  attached  to  the  funds 
to  be  provided  in  FY  1996. 

The  Administration  has  requested  additional  resources 
totaling  $3.75  million  for  FY  1997  to  develop  and  implement 
improved  methodologies,  systems  and  procedures  to  obtain  and 
adequately  verify  the  accuracy  of  construction  industry  wage  data 
received  during  Davis-Bacon  wage  surveys,  expand  the  geographic 
scope  of  wage  surveys  and  participation  in  the  survey  process,  and 
improve  the  timeliness  of  the  resulting  prevailing  wage 
determinations . 

As  I  said,  the  Administration  was  not  opposed  to  beginning 

this  initiative  through  additional  resources  provided  in  the 

Department's  FY  1996  budget  --  which  was  not  finalized  until  just 

a  few  weeks  ago  -  -  but  we  did  have  serious  concerns  about  the 

report  language  that  was  proposed  to  condition  the  use  of  these 
funds . 

For  example,  we  were  concerned  that  the  initial  December  31, 
1996  --  and  even  the  later  March  31,  1997  --  completion  dates  were 
simply  unrealistic  and  incompatible  with  Federal  procurement  time 
frames,  much  less  an  outside  firm's  ability  to  climb  the  learning 
curve  and  complete  the  mandated  study.   We  pointed  out  too  that  it 
would  be  the  extremely  rare  --  and  probably  quite  wasteful  -- 
study  that  would  cost  $2  million,  and  sought  authority  to  use  any 
unneeded  funds  from  the  $2  million  to  implement  Davis-Bacon  wage 
survey/determination  process  improvements. 

We  remain  quite  concerned  about  specifically  designating  a 
large  independent  accounting  firm  to  perform  the  study.   We 
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pointed  out  that  --  besides  the  fact  that  it  was  extremely  unusual 
to  artificially  impose  a  narrow  scope  on  the  range  of  bidders  who 
can  respond  in  the  procurement  process  --  limiting  the  allowable 
respondents  to  accounting  firms  would  be  unwarranted  because: 

•  This  is  not  an  "accounting"  problem  per  se,  but  rather  a 
data  collection  and  analysis  issue  in  which  other  kinds 
of  companies  may  well  have  greater  expertise,  less  of  a 
"learning  curve,"  and  more  value  to  add. 

•  There  are  other  entities,  perhaps  many  others,  besides 
accounting  firms  that  could  be  responsive  to  a 
solicitation  for  the  kind  of  study  contemplated. 
Outreach  has  already  been  made  for  process  improvement 
ideas  to  entities  including  F.W.  Dodge  (DRI/McGraw-Hill) , 
Westat,  The  Conference  Board,  and  the  Universities  of 
Utah  and  Tennessee  (Construction  Resources  Analysis). 

•  Such  artificial  restrictions  on  acceptable  bidders  might 
well  invite  bid  protest  which  could  invalidate  the 
procurement  or  slow  it  down  substantially.   Potential 
offerors  with  an  eye  to  this  business,  including  those 
who  may  be  better  qualified  to  perform  and  able  to  offer 
a  lower  price,  would  have  a  powerful  interest  in 
preventing  award  of  a  study  contract  to  a  less  qualified 
or  more  expensive  competitor. 

Our  efforts  were  intended  to  address  and  resolve  these 
perceived  problems,  not  impede  the  Congress  from  providing 
additional  resources  like  we  are  requesting  for  FY  1997,  and  I 
hope  that  the  Congress  will  give  favorable  consideration  to  this 
request . 
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March  8,  1995 


MEMORANDUM  FOR  :   RANDALL  G.  O'NEAL 

Regional  Wage  Specialist 

FROM  :    DEBORAH  F.  HOLLINS 

Wage  Analyst 

SUBJECT       :    Canadian,  Cleveland,  Logan,  McClain,  Oklahoma 
and  Pottowatomie  Counties,  Oklahoma 
Heavy  Construction  Survey  (Sewer  and  Water  Line 
Construction) 

I  have  reviewed  the  survey  data  used  to  determine  the  current  wage 
rates  in  the  subject  Counties  and  have  found  the  following: 

1.  There  are  several  projects  I  determined  further  clarification 
was  needed.  It  was  determined  that  the  following  projects  should 
be  deleted  -from  this  survey  because  they  are  utilities  at  treatment 
plants: 

Project  078-0:   Deer  Creek  Sewer  Treatment  Plant  -  utilities 

Project  104-0:   Deer  Creek  Sewer  Treatment  Plant  -  sanitary  sewer 

2.  The  electricians  and  plumbers/pipefitters  were  clarified  as  to 
what  type  of  work  they  were  performing. 

Electricians 

This  craft  is  found  in  6  projects  with  data  being  submitted  by  4 
contractors  and  3  are  union  contractors.  The  electricians  were 
performing  the  following  per  followup  telecons  (March  7,  1995)  with 
the  contractor: 

Project  092-O:  They  performed  no  utility  work,  project  described 
incorrectly.   Project  should  be  deleted  and  added  to  heavy  other. 

Project  093-0:  Wired  area  lighting  poles  on  pad  mounted  utility 
transformers.   Project  should  be  deleted  and  added  to  heavy  other. 

Project  098-0:  Worked  on  sewer  lines  between  2  treatment  plant 
buildings.  No  work  was  done  on  the  treatment  plants.  Should  this 
project  be  moved  to  Treatment  Plant  Survey? 


444 


Page  2 

Projects  101-O  and  102-O:  Company  for  which  the  data  was  submitted 
is  no  longer  a  contracting  entity.  Project  description  indicates 
utility  construction.  Should  we  delete  and  add  project  to  heavy 
other? 

Project  107-O:  Outside  wiring  for  the  relocation  of  water  and 
sewer  lines. 

Plumbers 

Project  023-LN:  Plumbers  were  laying  pipe.  Area  practice  with 
pipelayer? 

Project  077-O:  Plumbers  were  laying  pipe.  Area  practice  with 
pipelayer? 

Project  098 -O:  Plumbers  were  laying  pipe  between  2  treatment 
plants.  No  work  done  inside  treatment  plant.  Should  we  leave  in 
or  put  with  treatment  plant  survey? 

Pipefitters 

Project  098-O:    Same  as  plumbers. 

Projects  99-0  and  100-O:  Worked  on  outside  utility  line  for  HVAC 
system.   Projects  should  be  made  non-usable. 

The  following  projects  should  be  deleted  from  the  water  and  sewer 
line  survey  and  added  to  the  Treatment  Plant  Survey: 

Projects  078-O  and  104-0:   Deer  Creek  Sewer  Treatment  Plant 
Power  Equipment  Operators: 

Crane  -  This  wage  rate  is  union  in  the  current  wage  decision.  The 
majority  of  the  wage  data  that  set  this  rate  was  from  1  contractor. 
I  contacted  the  contractor  and  was  told  that  normally  they  do  not 
use  cranes  on  their  jobs.  They  only  use  cherry  pickers.  This  and 
other  wage  data  on  power  equipment  operators  was  submitted  by  the 
operating  engineers  union.  This  wage  data  should  deleted  from  the 
water  and  sewer  line  survey. 

I  think  this  should  also  be  done  for  asphalt  laydown  machine, 
bulldozer,  greaser,  mechanic,  motor  grader,  oiler,  scraper  ana 
water  wagon. 

I  would  suggest  discussing  this  review  of  the  survey  data  with 
National  Office  and  have  them  agree  on  the  changes  we  are  proposing 
to  make.   These  changes  are  only  minor  and  can  be  easily  done. 

If  you  feel  we  need  to  do  something  additional,  please  advise. 


Wednesday,  May  8,  1996. 

OCCUPATIONAL  SAFETY  AND  HEALTH 
ADMINISTRATION 

WITNESSES 

JOSEPH  A.  DEAR,  ASSISTANT  SECRETARY  FOR  OCCUPATIONAL  SAFE- 
TY AND  HEALTH 
MIKE  CONNORS,  DEPUTY  ASSISTANT  SECRETARY 
KIMBERLY  A.  LOCEY,  BUDGET  OFFICER 
GREG  WATCHMAN,  DEPUTY  ASSISTANT 
JAMES  E.  McMULLEN,  DEPUTY  ASSISTANT  SECRETARY  FOR  BUDGET 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

We  continue  our  hearings  for  the  budget  of  the  Department  of 
Labor  with  the  Occupational  Safety  and  Health  Administration. 
We're  pleased  to  welcome  Joe  Dear,  the  Assistant  Secretary. 

Joe,  nice  to  see  you  again. 

Mr.  Dear.  Thank  you,  Mr.  Chairman.  Glad  to  be  here. 

Mr.  Porter.  Why  don't  you  proceed. 

REINVENTION  INITIATIVES 

Mr.  Dear.  I  want  to  thank  you  for  this  opportunity  to  discuss  the 
Occupational  Safety  and  Health  Administration's  fiscal  year  1997 
budget  request. 

This  afternoon  I'd  like  to  briefly  update  you  on  the  progress 
we've  made  on  our  reinvention  initiatives  and  then  summarize  our 
fiscal  year  1997  request.  But  first  I  want  to  thank  you,  Mr.  Chair- 
man and  the  members  of  the  committee  for  the  support  we  received 
in  the  fiscal  year  1996  appropriation  process. 

Between  the  cuts  that  were  proposed,  the  continuing  resolutions 
and  the  shutdowns,  it's  been  a  difficult  year,  probably  OSHA's  most 
difficult  in  budgetary  terms.  But  I  deeply  appreciate  your  efforts  to 
resolve  these  issues  and  to  restore  OSHA's  funding  level  to  near 
what  it  was  in  fiscal  year  1995. 

The  two  groups  that  are  going  to  benefit  from  this  work  are  first, 
workers,  who  will  benefit  from  better  protections  that  OSHA  will 
now  be  able  to  provide,  and  second,  both  workers  and  employers 
from  our  ability  to  continue  with  our  reinvention  initiatives. 

Let  me  describe  briefly  what  we've  done  since  my  last  appear- 
ance before  the  committee,  the  progress  we've  made  in  developing 
and  implementing  these  reinvention  programs.  As  you  know,  Presi- 
dent Clinton's  New  OSHA  initiatives,  announced  in  May,  1995,  de- 
scribed OSHA's  direction  in  emphasizing  cooperative  partnerships 
with  employers  and  workers,  using  common  sense  and  plain  lan- 
guage in  standards,  and  fostering  a  new  agency  culture  focusing  on 
reduction  of  injury,  and  illnesses,  rather  than  on  rates  and  num- 
bers of  citations,  inspections  and  penalties. 
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Although  implementation  of  many  of  these  initiatives  and  pro- 
grams was  slowed  during  the  past  year,  the  initiatives  that  we've 
been  able  to  move  forward  with  have  already  improved  OSHA's 
ability  to  protect  America's  working  men  and  women,  have  earned 
awards  and  have  earned  praise  from  both  employers  and  workers. 

In  the  area  of  enforcement,  as  we  all  know,  OSHA  has  heard 
criticism  that  at  times  it's  been  too  confrontational  with  employers, 
that  it  has  often  failed  to  distinguish  between  safe  and  unsafe  em- 
ployers. In  response,  the  agency  developed  programs  which  treat 
responsible  employers  differently  from  neglectful  ones.  This  means 
cooperative  partnerships,  penalty  reductions  and  other  incentives 
for  employers  who  make  a  good  faith  effort  to  protect  their  work- 
ers. 

It  also  means  serious  consequences  for  serious  violators.  These 
new  cooperative  programs  have  leveraged  OSHA's  resources.  Last 
year  I  talked  about  the  Maine  200  program,  where  employers  with 
a  large  number  of  workers  compensation  claims  were  able  to  iden- 
tify 14  times  more  hazards  than  OSHA  could  have,  through  its  tra- 
ditional strategy  of  physically  inspecting  each  of  those  work  places. 

The  Maine  program  won  an  award  from  the  Ford  Foundation  for 
innovations  in  American  Government  in  1995.  And  we  are  seeking 
to  expand  these  broad  scale  cooperative  compliance  programs 
across  the  Nation.  Already  they  have  been  expanded  to  Wisconsin, 
New  Hampshire,  Alabama,  Mississippi,  Missouri,  Kansas,  and  are 
being  developed  in  other  States,  both  Federal  enforcement  States 
and  State  plan  States. 

INITIATIVES  OF  REDESIGNED  AREA  OFFICES 

At  the  local  level,  we've  also  been  working  in  a  focused  way  to 
reduce  injury  and  illness.  For  example,  in  Atlanta,  our  local  office 
worked  with  a  steel  erection  contractor  to  implement  fall  protection 
programs.  Three  lives  were  saved  by  this  employer's  adoption  of 
state  of  the  art  fall  protection  techniques.  And  the  employer's  work- 
ers compensation  premiums  fell  from  $4.26  an  hour  to  18  cents 
after  he  implemented  the  recommendations  from  OSHA  and  the  in- 
surance carrier. 

In  New  Jersey,  we  worked  with  construction  contractors  and 
State  officials  to  reduce  lead  exposures  for  workers  involved  in 
bridge  renovation  projects.  Over  the  four  years  this  project  went 
on,  overexposed  workers  dropped  from  1  in  4  to  1  in  50  on  bridge 
jobs  in  New  Jersey. 

In  St.  Louis,  we  worked  cooperatively  with  roofing  contractors  in 
the  home  building  industry  to  prevent  fall  related  injuries,  and  in 
six  months  the  fall  related  injuries  declined  by  74  percent.  These 
last  three  examples  reflect  initiatives  of  our  redesigned  field  offices 
that  we're  trying  to  extend  throughout  our  field  operations. 

In  the  area  of  construction,  1995  saw  the  full  implementation  of 
focused  inspections  in  construction,  which  tell  responsible  contrac- 
tors who  have  effective  health  and  safety  programs  that  an  OSHA 
compliance  inspection  will  be  limited  to  the  hazards  which  are  re- 
sponsible for  the  greatest  number  of  construction  industry  fatali- 
ties. This  means  that  OSHA  spends  less  time,  hours,  not  days,  on 
safe  work  sites,  and  has  more  time  to  spend  on  unsafe  work  sites. 
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And  we've  continued  to  expand  the  very  successful  Voluntary 
Protection  program.  In  fact,  we've  nearly  doubled  the  number  of 
employers  and  work  sites  participating  in  the  VPP  during  the  three 
years  of  the  Clinton  Administration. 

SMALL  BUSINESS  INITIATIVES 

Many  of  these  initiatives  we've  worked  on  have  addressed  the 
unique  problems  of  small  businesses.  We  are  developing,  and  will 
soon  pilot  test,  a  new  penalty  policy  which  will  provide  greater  pen- 
alty reductions  for  the  smallest  employers. 

We  will  also  provide  increased  penalty  reductions  for  employers 
who  demonstrate  good  faith  by  having  effective  health  and  safety 
programs.  And  in  the  near  future,  with  the  help  of  what  we  ask 
for  in  this  budget,  we  intend  to  establish  a  small  business  advocacy 
office  that  will  ensure  that  small  employers  have  a  voice,  a  place 
to  go  to,  as  OSHA  formulates  its  regulatory  enforcement  policies. 

This  effort  with  small  business  will  be  in  addition  to  the  existing 
effort  provided  through  designated  State  agencies  that  in  the  past 
five  years  have  provided  free,  no-fault  consultation  to  over  100,000 
small  businesses.  Ultimately,  the  cooperative  partnerships  and  in- 
centive programs  I've  been  describing  can  be  effective  only  if  OSHA 
maintains  a  strong  enforcement  presence.  Serious  violators  must 
face  serious  consequences. 

SIGNIFICANT  PENALTY  CASES 

Thus,  the  agency  has  taken  steps  to  identify  the  most  dangerous 
work  places  and  to  enforce  the  law  against  employers  who  fail  to 
address  serious  hazards.  In  terms  of  results,  between  1994  and 
1995,  the  number  of  egregious  penalty  cases,  our  highest  category 
of  penalty  case,  doubled  from  8  to  17.  And  during  the  same  period, 
the  number  of  significant  cases,  typically  defined  as  penalties  in  ex- 
cess of  $100,000,  nearly  doubled  from  60  to  110. 

STANDARDS-SETTING  PROCESS 

In  the  area  of  standards,  again,  in  the  past,  OSHA  has  heard 
criticism  that  it  has  not  listened  closely  enough  to  employers,  work- 
ers and  safety  and  health  professionals  in  the  standard  setting 
process,  and  that  as  a  result,  its  regulations  are  too  complicated 
and  difficult  to  understand.  In  response,  the  agency  has  consulted 
with  stakeholders  both  early  and  often  in  the  development  of  pro- 
tective standards  to  ensure  that  the  new  rules  make  sense. 

For  example,  we  worked  with  the  construction  industry  in  a  ne- 
gotiated rulemaking  effort  to  update  the  fall  protection  standard  in 
steel  erection.  We  convened  a  negotiated  rulemaking  advisory  com- 
mittee under  the  Negotiated  Rulemaking  Act.  And  that  committee 
has  presented  us  with  a  consensus  proposal  for  improving  fall  pro- 
tection in  construction.  We  intend  to  publish  the  proposal  before 
the  end  of  this  fiscal  year. 

That  effort  is  an  excellent  example  of  what  can  happen  when  the 
important  stakeholders  are  brought  together  to  assist  us  in  devel- 
oping a  standard,  not  just  reacting  to  one  after  we  have  developed 
it.  We've  also  listened  to  stakeholders  in  regard  to  our  proposed 
changes  in  recordkeeping.  We  hope  to  simplify  and  reduce  the  bur- 
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den  of  recordkeeping,  while  at  the  same  time  improving  the  accu- 
racy of  the  data  that  is  collected. 

In  another  area  of  regulation,  we've  tried  some  non-regulatory 
approaches,  such  as  issuing  guidelines  to  employers  in  health  care 
establishments  on  how  to  prevent  violence  in  the  workplace.  We 
worked  with  employers  who  used  styrene  to  develop  a  plan  to  es- 
tablish a  new  voluntary  exposure  limit  below  the  current  regu- 
latory limit  for  exposure  to  styrene. 

And  finally,  we've  been  working  to  rewrite  our  existing  standards 
into  plain  English.  As  an  example,  we've  shown  you  the  existing 
standard  for  egress  from  facilities.  Now,  egress  means  something  to 
safety  and  health  professionals,  but  we  might  understand  it  more 
commonly  as  escape  route.  And  what  we've  done  is  reduce  some- 
thing that's  300  words  with  a  complicated  table  to  36  words  with- 
out a  table  that  accomplishes  the  same  effect. 

Mr.  Chairman,  there  are  some  600  pages  of  regulations  like  this 
in  OSHA's  Code  of  Federal  Regulations  that  were  adopted  by  con- 
sensus early  in  OSHA's  history.  And  we're  to  beginning  a  major  ef- 
fort to  rewrite  all  of  those  standards  into  plain  English.  This  fiscal 
year  we  will  present  for  public  review  a  rewrite  of  four  of  those 
standards. 

MEASURING  RESULTS 

Let  me  turn  now  to  two  final  matters.  In  the  past,  OSHA  heard 
criticism  that  we  were  primarily  interested  in  paperwork  citations, 
not  in  serious  hazards  that  affected  worker  health  or  safety.  In  re- 
sponse, we've  taken  steps  to  reduce  or  eliminate  penalties  for  tech- 
nical paperwork  violations. 

We  issued  a  compliance  directive  to  our  inspectors  telling  them 
to  eliminate  citations  and/or  penalties  under  certain  circumstances 
such  as  minor  inaccuracies  in  OSHA  200  logs,  failing  to  sign  a  log 
that  had  no  injuries,  not  putting  a  poster  up.  I  think  the  Secretary 
related  to  you  yesterday  the  effects  of  our  change  with  respect  to 
poster  citations.  There  are  virtually  none  currently,  compared  to 
one  year  when  5,000  were  issued. 

In  the  aggregate,  over  the  past  six  years,  and  particularly  in  the 
past  two,  OSHA  has  reduced  the  citations  for  the  most  common  pa- 
perwork violations  by  71  percent. 

Finally,  in  terms  of  results,  is  a  category  we  call  results,  not  red 
tape,  turning  OSHA's  attention  to  real  results  that  make  a  dif- 
ference to  worker  health  and  safety  and  away  from  activity  meas- 
ures such  as  the  number  of  inspections,  penalties  or  citations.  Last 
year  I  told  you  we  dropped  that  as  a  measure  of  our  performance. 
We  have  done  that,  and  we  will  continue  to  do  that.  And  we're  also 
working  to  redesign  all  of  our  field  offices.  We've  redesigned  15  to 
date. 

One  example  of  how  these  offices  work  is  a  new  procedure  for 
handling  worker  complaints.  We  used  to  do  this  exclusively  by 
paper.  If  we  had  a  complaint  from  a  worker,  we  would  write  to  the 
employer  and  expect  the  employer  to  write  back.  Well,  it's  fairly 
outdated  technology.  By  using  a  telephone  and  a  fax  machine, 
we've  been  able  to  greatly  speed  up  the  abatement  of  hazards  that 
workers  bring  to  our  attention  by  complaining  to  us. 
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For  instance,  in  Atlanta,  we  reduced  the  time  from  32  days  to  re- 
solve a  hazard  to  9  days  by  using  phone  and  fax  methods.  It's  easi- 
er for  the  employers  to  work  with  us.  We're  interacting  over  the 
phone  with  them.  And  it  takes  less  resources  for  OSHA.  We've  ac- 
tually expanded  this  process  improvement  to  all  of  our  offices,  not 
waiting  for  the  redesign. 

BUDGET  REQUEST 

Now  let  me  turn  to  OSHA's  request  for  fiscal  year  1997.  We  are 
asking  for  approximately  $341  million,  and  I  recognize  that  re- 
questing an  increase  of  this  magnitude  may  seem  unrealistic  to 
some  in  light  of  the  harsh  realities  of  the  funds  available  for  do- 
mestic programs.  But  I  am  committed  to  changing  OSHA  for  the 
better.  And  these  funds  will  permit  the  agency  to  reinvent  itself 
faster,  and  to  assure  that  these  changes  are  lasting  ones. 

The  programs  that  we're  working  on  will  build  upon  the  initial 
steps  that  we've  taken  and  continue  to  promote  cooperative  rela- 
tionships with  responsible  employers,  emphasize  common  sense 
regulations  and  foster  a  greater  focus  on  reducing  work  related  in- 
juries and  illnesses.  The  budget  requests  a  total  of  $340.9  million 
and  2,412  FTE,  a  net  increase  of  $35.9  million  and  237  FTE  from 
our  1996  level. 

There  are  two  major  components  of  this  increase.  First,  to  help 
us  build  on  common  sense  regulation,  we're  requesting  $10  million 
and  12  FTE  to  accelerate  our  efforts  to  rewrite,  streamline  and  up- 
date nearly  one  third  of  OSHA's  safety  and  health  regulations.  We 
want  to  simplify  and  update  overly  technical  and  outdated  stand- 
ards into  language  that's  easily  understood.  We  also  want  to  ex- 
pand our  capability  to  conduct  quantitative  risk  assessment,  to  use 
the  best  science  available  and  the  best  scientific  data  available  to 
set  our  standards. 

The  second  area  involves  a  host  of  initiatives  dealing  with  part- 
nerships. We  want  to  increase  the  resources,  particularly  in  the 
field,  that  are  available  to  assist  employers  in  complying  with 
OSHA  regulations  to  provide  healthier  and  safer  work  places.  Spe- 
cifically, we're  requesting  a  total  of  $21.8  million  and  283  FTE  for 
this  effort.  We  will  build  upon  the  reinvention  initiatives  we've  al- 
ready started,  including  the  reengineering  of  our  field  offices. 

Mr.  Chairman,  before  I  conclude  my  testimony,  I'd  just  like  to 
pause  for  a  moment  to  reflect  on  our  purpose  here  today  and 
OSHA's  purpose.  A  quarter  of  a  century  ago,  the  Congress  enacted 
the  Occupational  Safety  and  Health  Act  to  "assure,  so  far  as  pos- 
sible, every  working  man  and  woman  in  the  Nation  safe  and 
healthful  working  conditions."  Just  a  few  days  ago,  we  celebrated 
OSHA's  25th  anniversary,  and  recognized  accomplishments  like  a 
reduction  by  half  of  fatal  injuries  in  the  U.S.,  and  substantial  re- 
ductions in  injury  and  illness  rates  where  OSHA  concentrated  its 
attention. 
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But  our  job,  my  job  and  yours,  is  not  done  yet.  Real  people  are 
still  dying  every  day  in  America's  work  places,  people  like  you  and 
me.  And  as  we  reinvent  OSHA,  we  must  not  forget  those  who  have 
given  their  lives  and  their  limbs  to  earn  a  living.  And  we  must  not 
forget  those  alive  today  who  still  need  our  help. 

That  concludes  my  remarks,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  JOSEPH  A.  DEAR 

ASSISTANT  SECRETARY  FOR  OCCUPATIONAL  SAFETY  AND  HEALTH 

BEFORE  THE 

HOUSE  APPROPRIATIONS  SUBCOMMITTEE  ON 

LABOR,  HEALTH  AND  HUMAN  SERVICES, 

EDUCATION  AND  RELATED  AGENCIES 

MAY  8,  1996 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

% 

Thank  you  for  this  opportunity  to  discuss  the  Occupational  Safety  and 
Health  Administration's  Fiscal  Year  1997  appropriation  request.  This 
afternoon,  I  would  like  to  update  you  on  the  progress  of  OSHA's  reinvention 
initiatives,  and  then  explain  our  FY  1997  request. 

But  first,  I  would  like  to  thank  you,  Mr.  Chairman,  and  members  of  the 
Subcommittee,  for  your  assistance  in  the  FY  1996  appropriations  process. 
Between  the  proposed  cuts,  the  continuing  resolutions,  and  the  shutdowns,  this 
was  undoubtedly  the  most  difficult  year  in  OSHA's  history  from  a  budget 
standpoint.   I  deeply  appreciate  your  efforts  to  resolve  the  difficult  issues 
that  were  raised  this  year,  and  to  restore  OSHA's  funding  level  to  near  the  FY 
1995  level. 

There  are  two  groups  that  will  benefit  most  from  your  efforts.   First, 
American  workers  will  benefit  from  better  protections  OSHA  can  now  afford  to 
provide.   Second,  both  workers  and  businesses  will  benefit  from  an 
acceleration  of  OSHA's  reinvention  programs,  such  as  cooperative  partnerships 
and  common  sense  standards. 

I  would  now  like  to  tell  you  about  the  substantial  progress  OSHA  has 
made  in  developing  and  implementing  its  reinvention  programs,  and  the  results 
we  have  achieved.   As  you  know,  President  Clinton's  "New  OSHA"  initiative 
emphasizes  cooperative  partnerships  with  employers  and  workers;  common  sense, 
plain  language  protective  standards;  and  a  new  agency  culture  focusing  on  the 
reduction  of  injury  and  illness  rates  rather  than  the  numbers  of  inspections, 
citations  and  penalties.   Although  the  implementation  of  many  of  these  new 
programs  was  slowed  during  the  past  year  due  to  OSHA's  funding  situation, 
President  Clinton's  1995  initiative  has  already  improved  OSHA's  ability  to 
protect  America's  working  men  and  women,  earned  numerous  awards,  and  won 
praise  from  both  employers  and  workers. 

Enforcement:  Over  the  years,  OSHA  has  heard  criticism  that  it  has  been 
too  confrontational  with  employers,  and  that  it  has  often  failed  to 
distinguish  between  safe  and  unsafe  employers.   In  response,  the  agency  has 
developed  programs  which  treat  responsible  employers  differently  from 
neglectful  ones.   This  means  cooperative  partnerships,  penalty  reductions  and 
other  incentives  for  employers  who  make  a  good  faith  effort  to  protect 
workers,  and  it  also  means  serious  consequences  for  serious  violators. 

These  new,  cooperative  programs  are  designed  to  leverage  the  agency's 
limited  resources  to  protect  more  workers  for  fewer  dollars.   Last  year,  I 
described  our  successes  with  the  "Maine  200"  program,  under  which  OSHA 
identified  the  200  employers  in  that  state  with  the  highest  number  of 
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injuries,  and  offered  them  a  chance  to  work  in  partnership  with  the  agency. 
As  I  told  you  last  year,  participating  employers  eliminated  hazards  at  these 
sites  at  a  rate  14  times  greater  than  was  possible  under  the  old  OSHA.   We  now 
have  the  tangible  results  of  this  program:  over  half  of  these  employers  have 
already  achieved  measurable  reductions  in  workplace  injuries  and  illnesses. 
The  Maine  200  program  recently  won  a  1995  Ford  Foundation  Innovations  in 
American  Government  Award. 

OSHA's  cooperative  efforts  are  keeping  American  workers  safe  and  healthy 
all  across  the  country.   Broad-scale,  cooperative  compliance  programs  similar 
to  Maine  200  have  been  set  up  in  Wisconsin,  New  Hampshire,  Alabama,  and 
Mississippi,  and  are  being  developed  in  other  states.   Localized  efforts  are 
also  achieving  results.   In  Atlanta,  OSHA  worked  closely  with  a  steel 
manufacturer,  saving  three  lives  and  reducing  the  company's  workers 
compensation  costs  from  $4.26  per  employee  per  day  to  just  18  cents.   In  New 
Jersey,  OSHA  worked  with  state  officials  and  contractors  to  reduce  lead 
exposures  resulting  from  bridge  repair  work;  over  four  years,  the  number  of 
over-exposed  workers  dropped  from  one  in  four  to  one  in  fifty.   In  St.  Louis, 
OSHA  worked  with  builders  and  workers  to  reduce  fall-related  injuries  by  74% 
in  six  months.   This  is  hard  evidence  that  the  New  OSHA  is  making  workplaces 
safer  and  more  healthful  for  working  Americans. 

OSHA's  "focused  inspection"  program  provides  limited-scope  inspections 
for  responsible  construction  employers.   This  initiative  has  benefitted 
responsible  employers  by  decreasing  the  amount  of  time  a  regulatory  agency  is 
on  the  job  site.   Construction  workers  benefit  because  full-scale  OSHA 
inspections  are  reserved  for  those  worksites  where  there  is  little  evidence  of 
contractor  commitment  to  safety.   OSHA  benefits  by  allowing  compliance 
officers  to  pursue  other  safety  and  health  issues.   Other  incentive  programs 
include  the  Voluntary  Protection  Program  (VPP) ,  which  has  nearly  doubled  in 
size  over  the  last  three  years. 

Many  of  these  new  initiatives  focus  on  the  unique  needs  of  small 
businesses.   For  example,  the  agency  will  soon  announce  a  revised  penalty 
system,  which  will  substantially  increase  penalty  discounts  for  small 
employers  and  for  employers  who  make  good  faith  efforts  to  protect  workers. 
In  the  near  future,  we  intend  to  establish  a  small  business  advocacy  office 
within  OSHA,  to  ensure  that  small  employers  have  a  voice  in  our  enforcement 
practices  and  regulatory  policymaking.    These  efforts  will  add  to  the  OSHA- 
funded,  state-run  consultation  programs,  which  have  provided  free  assistance 
to  over  100,000  small  and  medium  sized  employers  over  the  past  5  years.   This 
program  has  also  achieved  measurable  results:  altogether,  these  state 
consultants  have  helped  employers  identify  and  eliminate  over  half  a  million 
workplace  hazards. 

Ultimately,  the  cooperative  partnership  and  incentive  programs  I  have 
described  can  be  effective  only  if  OSHA  maintains  a  strong  enforcement 
presence.   Serious  violators  must  face  serious  consequences.   Thus,  the  agency 
has  taken  steps  to  identify  the  most  dangerous  workplaces  and  enforce  the  law 
against  employers  who  fail  to  address  serious  hazards.   Here  again,  I  have 
hard  results  to  report.   Between  FY  1994  and  FY  1995,  the  number  of  egregious 
cases  doubled,  from  8  to  17.   During  the  same  period,  the  number  of 
significant  cases--  typically  involving  fines  of  $100,000  or  more--  nearly 
doubled,  from  60  to  110. 


453 


Common  Sense  Standards:  In  the  past,  OSHA  has  heard  criticism  that  it 
has  not  listened  closely  enough  to  employers,  workers  and  safety  and  health 
professionals  in  the  standard-setting  process,  and  that  as  a  result,  its 
regulations  are  too  complicated  and  hard  to  understand.   In  response,  the 
agency  has  consulted  with  stakeholders  both  early  and  often  in  the 
development  of  protective  standards  to  ensure  that  new  rules  make  sense. 

For  example,  OSHA  has  engaged  in  a  formal,  negotiated  rulemaking  on 
protections  for  workers  engaged  in  steel  erection,  through  the  Steel  Erection 
Negotiated  Rulemaking  Advisory  Committee.  The  process  has  proven  to  be  a  major 
success.   Stakeholders  like  Black  &  Veatch,  an  engineering  and  construction 
firm,  called  it  a  "dynamic  process  that  produced  a  standard  that  will  be  very 
useable,  easy  to  understand,  and  will  save  lives...  the  result  was  a  product 
that  the  government  didn't  develop  and  shove  down  industry's  throat."   The 
International  Association  of  Bridge,  Structural  &  Ornamental  Iron  Workers 
(AFL-CIO) ,  said  "This  is  a  major  success  that  permitted  those  who  must  abide 
by  a  government  regulation  to  help  write  it.   Because  it  was  done  this  way,  it 
will  expedite  swift  voluntary  compliance  by  the  industry." 

OSHA  has  also  listened  to  stakeholders  with  regard  to  the  agency's 
proposed  recordkeeping  revisions,  which  incorporate  many  stakeholder  ideas, 
simplify  recordkeeping  requirements,  and  improve  the  quality  of  the  data 
collected.   In  addition,  OSHA's  standard  to  protect  workers  from  butadiene 
exposures  will  be  based  on  an  agreement  between  workers  and  employers  in  the 
synthetic  rubber  industry. 

In  addition,  OSHA  has  expanded  its  use  of  non-regulatory  approaches, 
publishing  guidelines  to  assist  employers  in  addressing  the  growing  problem  of 
workplace  violence,  and  assisting  various  industries  in  the  development  of  a 
voluntary  plan  to  reduce  styrene  exposures  below  the  current  regulatory  level. 
The  agency  has  also  eliminated  outdated,  duplicative  or  conflicting 
regulations,  and  begun  writing  new  standards  (and  rewriting  old  ones)  in  plain 
language.   Here  again,  these  efforts  are  producing  at  least  preliminary 
results.   For  example,  the  current  regulation  that  describes  the  minimum 
capacity  of  fire  escape  routes  is  almost  300  words  long  and  contains  a 
complicated  table  requiring  precise  measurement  of  the  width,  slope  and  height 
of  such  routes.   The  proposed  revision  would  contain  only  36  words  and 
eliminate  the  table. 

Simplifying  Paperwork:  In  years  past,  OSHA  has  heard  criticism  that  OSHA 
citations  are  mostly  for  paperwork  violations  unrelated  to  safety  and  health. 
In  response,  OSHA  has  taken  steps  to  reduce  or  eliminate  penalties  for 
technical  paperwork  violations.   Notably,  OSHA  recently  issued  a  compliance 
directive  to  its  inspectors,  eliminating  citations  and/or  penalties  in  certain 
circumstances  such  as  minor  injury  log  inaccuracies,  or  failing  to  keep  a  log 
if  no  injuries  occurred.   In  FY  1990,  OSHA  issued  5,059  citations  for  failing, 
to  put  up  an  OSHA  poster,  assessing  an  average  fine  of  $400  for  each 
violation.   Now  the  inspector  simply  gives  the  employers  a  copy  of  the  poster. 
Here  are  the  results  of  this  common  sense  policy  change:  through  the  first  six 
months  of  FY  1996,  OSHA  issued  just  four  poster  violations.   As  a  consequence 
of  these  and  other  changes,  citations  for  the  most  common  paperwork  violations 
have  declined  by  71%  over  the  past  six  years. 
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Results,  Not  Red  Tape:  In  years  past,  OSHA  has  often  heard  criticism 
that  it  seems  more  interested  in  fines  and  citations  than  in  reducing  injuries 
and  illnesses.   In  response,  OSHA  eliminated  performance  measures  based  on 
inspections,  fines  and  citations,  and  is  developing  a  new  performance  system 
tied  to  real  improvements  in  safety  and  health.   The  agency  is  also 
redesigning  each  of  its  67  field  offices  to  expand  the  use  of  proactive, 
cooperative  approaches  as  an  alternative  enforcement  tool,  and  to  improve 
efficiency  and  customer  service.   Under  a  new  process  for  handling  informal 
complaints,  for  example,  OSHA  uses  telephone  and  facsimile  methods  (rather 
than  an  exchange  of  letters)  to  investigate  reports  of  workplace  hazards. 
Here  again,  we  can  report  dramatic  results.   This  new  process  has  improved 
worker  protections,  by  substantially  reducing  the  time  from  complaint  to 
abatement  of  hazards:  from  32.5  days  to  just  8.5  in  Atlanta;  from  35  days  to 
just  11  in  Columbus;  and  from  39  days  to  just  9  in  Wichita. 

Improving  Worker  Protections:  Of  course,  in  reinventing  OSHA  we  cannot 
forget  that  the  singular  purpose  of  the  OSH  Act  is  to  protect  the  safety  and 
health  of  American  workers.   In  fact,  OSHA's  cooperative  partnership  programs 
are  designed  to  leverage  the  agency's  limited  resources  to  protect  more 
workers  for  fewer  dollars.   As  I  have  described,  many  of  these  programs  have 
already  achieved  results  by  reducing  work-related  fatalities,  injuries  and 
illnesses.   In  addition,  many  of  these  programs  (e.g.,  Maine  200,  Focused 
Inspections,  and  Penalty  Reductions)  place  a  strong  emphasis  on  meaningful 
worker  participation  through  safety  and  health  programs.   And  as  part  of  our 
improved  regulatory  program,  and  particularly  the  priority  planning  process  we 
recently  completed,  we  are  taking  large  steps  forward  to  address  emerging 
workplace  hazards  such  as  air  contaminants,  metalworking  fluids,  and  silica. 

FY  1997  Budget  Request 

Nov;,  let  me  turn  to  OSHA's  fiscal  year  1997  budget  request  of  $341 
million.   I  recognize  that  requesting  an  increase  may  seem  unrealistic  to 
some,  in  light  of  the  harsh  realities  of  the  FY  1996  appropriations  process. 
But  I  am  committed  to  changing  OSHA  for  the  better,  and  these  funds  will 
permit  the  agency  to  reinvent  itself  faster  and  ensure  that  these  changes  are 
lasting  ones.   New  reinvention  programs  will  be  developed,  and  existing 
reinvention  programs  will  be  expanded,  through  a  careful  process  of 
stakeholder  involvement  and  pilot  projects.   These  programs  will  build  upon 
the  initial  steps  we  have  taken  and  continue  to  promote  cooperative 
relationships  with  responsible  employers,  emphasize  common  sense  regulations, 
and  foster  a  greater  focus  on  reducing  work-related  injuries  and  illnesses. 
Ultimately,  these  programs  will  help  the  agency  deliver  the  promise  of 
ensuring  a  safe  and  healthful  workplace  for  all  working  Americans. 

The  FY  1997  budget  requests  a  total  of  $340,851,000  and  2,412  FTE  --  a 
net  increase  of  $35,867,000  and  237  FTE  from  our  1996  level.   The  budget  for 
1997  includes  several  initiatives  designed  to  promote  more  flexible  approaches 
to  the  vital  goal  improving  safety  and  health  in  the  workplace. 

OSHA's  new  approach  depends  upon  common  sense  regulation.   We  are 
requesting  $10,000,000  and  12  FTE  to  accelerate  our  efforts  to  rewrite, 
streamline  and  update  nearly  one-third  of  the  agency's  safety  and  health 
regulations.   We  will  simplify  and  update  overly  technical  and  outdated 
standards  into  language  that  is  easily  understood.   This  will  involve 
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eliminating  or  revising  provisions  of  standards  that  have  proven  difficult  for 
employers  to  understand  or  to  comply  with.   This  process  requires  that  we  have 
the  capability  to  conduct  quantitative  risk  assessments  that  are  based  on  a 
rapidly  expanding  base  of  scientific  data.   We  must  fulfill  public 
expectations  that  our  standards  are  both  feasible  and  scientifically  sound. 
Further,  as  new  and  emerging  hazards  confront  workers,  we  plan  to  increase  our 
use  of  negotiated  rulemaking  in  order  to  involve  our  stakeholders  in  all 
stages  of  the  regulatory  process. 

Most  essential  to  the  New  OSHA  is  the  Partnership  Initiative,  which  will 
provide  resources  to  expand  compliance  assistance  efforts  as  employers  choose 
between  partnership  and  traditional  enforcement.   We  are  requesting  a  total  of 
$21,800,000  and  283  FTE  for  this  effort,  which  will  build  upon  reinvention 
concepts  already  established.   Our  redesigned  area  offices  are  geared  toward 
achieving  results,  improving  performance  and  expanding  customer  service. 
Working  with  the  new  office  concept,  the  Partnership  Initiative  will  support 
multi-disciplined  strategic  teams  to  develop  and  implement  programs  that 
address  workplaces  and  work  processes  with  the  most  acute  problems.   Small 
business  specialists  will  be  added  to  concentrate  on  promoting  voluntary 
compliance  and  improving  safety  and  health  in  small  businesses  at  the  local 
level.   To  further  the  reach  of  the  Partnership  Initiative,  $261,000  of  the 
total  request  will  be  earmarked  for  state  consultation  projects  to  expand 
outreach  capabilities  through  the  onsite  consultation  program  by  exploring  the 
development  of  alternative  approaches  in  providing  assistance  to  employers. 
Also  included  as  part  of  this  request  is  $2,700,000  to  support  the  efforts  of 
State  plan  states  that  choose  to  follow  Federal  OSHA's  lead  in  developing  and 
implementing  the  partnership  opportunities  as  an  alternative  to  traditional 
enforcement. 

Finally,  the  request  includes  an  increase  of  $3,000,000  and  5  FTE  to 
enable  us,  jointly  with  the  Environmental  Protection  Agency,  to  undertake 
responsibilities  previously  assigned  to  the  Chemical  Safety  and  Hazard 
Investigation  Board.   This  increase  will  allow  OSHA  to  enhance  its  existing 
efforts  in  the  chemical  industry  in  order  to  meet  the  anticipated  need  for 
more  thorough  accident  investigations  and  evaluation. 

Conclusion 

Mr.  Chairman,  and  Members  of  the  Subcommittee,  before  I  conclude  my 
testimony  I  would  like  to  pause  for  a  moment  to  reflect  on  our  purpose  in 
being  here  today.   A  quarter -century  ago.  Congress  enacted  the  OSH  Act  "to 
assure,  so  far  as  possible,  every  working  man  and  woman  in  the  Nation  safe  and 
healthful  working  conditions."   Just  a  few  days  ago,  American  workers 
celebrated  OSHA's  25th  Anniversary,  giving  thanks  to  OSHA  for  preventing  so 
many  thousands  of  tragedies  for  America's  working  families.   But  our  job-- 
both  yours  and  mine--  is  far  from  done.   Real  people  are  dying  out  there,  in 
workplaces  all  across  America,  every  single  day.   People  just  like  your 
spouses,  your  children,  your  friends.   People  just  like  you  and  me.   As  we 
reinvent  OSHA,  we  must  not  forget  those  who  have  given  their  lives  to  earn  a 
living,  and  we  must  not  forget  those  alive  today  who  so  desperately  need  our 
help. 
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Mr.  Porter.  Thank  you. 

CULTURE  CHANGES  WITHIN  OSHA 

I  have  to  agree  with  you  as  to  the  importance  of  your  mission, 
and  I  said  the  same  thing  to  Mr.  McAteer  this  morning.  And  obvi- 
ously we  want  to  attempt  to  give  you  the  resources  you  need  to  do 
your  job. 

Earlier,  I  said  to  you,  and  I've  said  to  members  of  my  subcommit- 
tee that  I  believe  that  you  in  your  work  at  OSHA  represent  the 
kind  of  smarter  results-oriented  Government  that  we  need.  One  of 
your  responses  to  me  was  that  we  have  to  change  the  culture  with- 
in the  agency.  People  have  done  their  jobs  in  a  certain  way  for  a 
long,  long  time,  and  it  is  not  possible  to  turn  the  Queen  Elizabeth 
on  a  dime,  it's  going  to  take  some  time  to  do  that. 

Can  you  tell  us  where  you  are  in  the  process  of  changing  the  cul- 
ture of  the  agency  away  from  the  let's  run  and  inspect  and  slap  a 
fine  on  the  employer  culture  to  one  of  let's  work  with  the  employer 
and  get  this  job  done,  so  that  people  are  a  protected  culture? 

Mr.  Dear.  In  a  few  instances  we've  tried  to  do  it  by  edict,  that 
is,  do  not  cite  employers  for  minor  paperwork  violations.  And  we 
have  the  effect  that  I  indicated  in  my  opening  statement.  We've 
changed  the  performance  measures,  so  that  we're  not  evaluating 
people  on,  did  they  make  the  requisite  number  of  inspections  they 
were  supposed  to,  and  did  they  find  enough  serious  hazards  every 
time  they  did  an  inspection.  And  that's  having  an  impact. 

But  the  most  significant  and  the  most  resource  intensive  effort 
that  we're  undertaking  to  change  OSHA's  culture  is  what  I  call  the 
redesign  of  the  field  office,  a  program  we  called  GRIP,  Getting  Re- 
sults and  Improving  Performance.  And  when  we  upgrade  or  reengi- 
neer  an  OSHA  office,  we  take  it  off  line  for  five  weeks,  while  the 
staff  goes  through  an  intensive  period  of  training. 

We're  borrowing  the  techniques  of  the  most  successful  businesses 
when  we  do  this,  such  as  how  to  work  in  teams,  how  to  develop 
mission  statements,  how  to  measure  performance,  how  to  use  tech- 
nology to  increase  productivity.  We  must  also  do  a  better  job  of  de- 
termining when  enforcement  is  the  appropriate  action  to  take,  such 
as,  when  we're  responding  to  an  accident  that's  already  happened, 
or  to  a  complaint  of  imminent  danger,  and  when  we  should  take 
a  partnership  approach. 

In  particular,  we  try  to  get  the  offices  to  use  data,  either  national 
or  local  data  that  helps  them  identify  a  problem.  I  talked  about 
this  initiative  in  St.  Louis  where  we  identified  falls  from  roofs  in 
homebuilding  as  a  serious  problem.  OSHA  developed  an  outreach 
program,  worked  with  employers,  and  we  saw  a  74  percent  drop  in 
injuries. 

Yesterday  I  was  in  Chicago  and  I  met  with  two  of  our  compliance 
officers,  and  they  were  talking  about  how  difficult  it  is  for  them  to 
actually  make  this  change,  what  it  meant  for  them.  In  one  sense, 
it's  very  simple.  For  example,  with  new  technology,  we  expect  a 
compliance  officer  to  do  all  the  work  associated  with  a  case  file, 
from  doing  the  inspection  to  entering  the  data  to  issuing  the  cita- 
tions, so  we  don't  need  as  much  clerical  support.  But  we  also  want 
them  to  use  their  judgment  when  they're  in  a  work  place  as  to 
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whether  the  employer  needs  encouragement  and  advice  or  whether 
the  appropriate  step  is  to  issue  citations. 

We've  redesigned  15  offices  to  date.  I  had  hoped  to  have  17  done 
by  this  point.  But  because  of  the  uncertainty  over  funding,  that  re- 
design effort  came  to  a  halt  in  March  and  April.  This  is  one  of  the 
activities  which  we  will  now  step  up  again,  although  we  won't  be 
able  to  redesign  as  many  offices  this  year  as  I  had  hoped.  This  is 
a  major  agency  effort. 

The  last  thing  I  want  to  note  here  is  that  we've  tried  with  the 
redesign  to  establish  programs  that  have  clear  measurements,  so 
we  know  where  the  baseline  is  and  we  know  where  we  are  after- 
ward, so  that  you,  I  and  the  Secretary  can  see  if  the  resources 
we're  devoting  to  this  really  are  accomplishing  the  change  in  the 
agency's  day  to  day  work. 

This  is  the  most  important  thing  we're  doing  at  OSHA,  because 
this  is  what  employers  and  workers  will  see,  not  what  we  do  here 
today. 

EFFECT  OF  CHANGES 

Mr.  Porter.  I  still  want  to  know  what  you  think  about  where 
you  are.  You've  told  me  how  you're  doing  it  and  how  you're  going 
to  evaluate  it.  But  subjectively,  do  you  feel  like  you're  making 
progress? 

Mr.  Dear.  I  do.  Honestly,  Mr.  Chairman,  some  days  I  feel  like 
I'm  herding  cats.  It  can  be  very  frustrating.  There  are  a  lot  of  peo- 
ple who  who  doubt  this  direction,  including  people  inside  the  orga- 
nization. There  are  others  who  are  concerned  that  we  may  be  turn- 
ing away  from  enforcement  to  too  great  a  degree.  We  have  to  an- 
swer that. 

There's  a  natural  resistance  in  an  organization  to  change.  People 
have  become  set  in  their  ways.  They  may  not  all  be  convinced  this 
is  really  better.  Or  they  may  think  that,  well,  Joe  Dear  is  here  now 
but  he'll  be  gone  later,  so  why  do  I  have  to  go  through  this  ordeal, 
if  I  just  wait  it  out,  maybe  it  will  pass.  That's  why  I  think  getting 
15  offices  done  represents  real  and  substantial  accomplishment. 

We  recently  redesigned  our  three  Chicago  area  offices.  And  I  at- 
tended the  roll-out  of  their  new  offices,  as  did  one  of  your  staff 
members.  I  came  away  from  that  session  believing  that  if  given  the 
chance,  OSHA  staff  will  respond  to  opportunities  to  do  things  bet- 
ter, to  do  things  differently,  that  they  have  really  embraced  this  ef- 
fort and  that  they  are  making  progress. 

I  guess  my  final  reaction,  sir,  is  if  there  wasn't  resistance,  we 
really  wouldn't  be  changing  anything.  So  it  is  to  be  expected. 

Mr.  Porter.  Now,  realizing  that  you  only  touch  a  very  small  per- 
centage of  business  firms  every  year.  I'm  wondering  if  the  word  is 
out,  though.  If  I  got  at  random  10  employers  in  the  room  from 
large  and  small  businesses,  would  they  all  say,  yes,  there's  some 
real  change  going  on  in  OSHA,  and  they're  approaching  things  dif- 
ferently than  they  did  before,  or  wouldn't  they  know  yet? 

Mr.  Dear.  Some  would  not  know,  because  of  the  fact  that  we  at 
best  touch  40  to  50  thousand  work  places  directly  through  the  Fed- 
eral program.  If  you  went  to  States  where  we've  conducted  this  ef- 
fort with  a  higher  profile,  for  instance,  in  Maine  and  New  Hamp- 
shire,  I  think  you  would  find  those  who  are  aware  that  we've 
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changed.  I  think  there  are  cases  where  the  interaction  with  em- 
ployers before  and  after  has  been  different,  and  some  employers 
have  made  note  of  that. 

I  made  a  presentation  to  safe  contractors  in  Indianapolis  as  part 
of  an  award  program  conducted  by  a  consortium  of  owners  and 
project  managers  there.  And  the  top  prize  winner,  the  safest  con- 
tractor in  Indianapolis,  as  he  accepted  his  award,  talked  about  the 
focused  inspection  programs.  He  said  his  old  inspections  lasted  two 
to  three  days.  Under  focused  inspections,  they  were  lasting  two  to 
three  hours.  So  that  is  one  employer  who  has  seen  a  difference. 

But  I'm  also  aware  that  there  are  many  people  who  remember 
an  older  OSHA,  and  haven't  heard  and  haven't  experienced  the 
new  effort.  And  so  it  is  possible  that  you  could  ask  people  and  they 
would  say  we're  the  same. 

PARTNERSHIPS  WITH  EMPLOYERS 

Mr.  Porter.  Thank  you.  Mr.  Hoyer,  and  then  Mr.  Bonilla  will 
take  the  Chair. 

Mr.  Hoyer.  Thank  you,  Mr.  Chairman. 

Obviously,  I  came  late.  There's  a  bill  that's  being  voted  on  the 
Floor,  I  was  working  on  the  Floor  and  I've  got  to  go  vote.  But  I 
wanted  to  come  here  because  I  wanted  to  tell  you  that  I  very  much 
support  what  you're  doing.  As  a  Democrat  who  feels  very  strongly 
that  OSHA  is  absolutely  critical  to  the  welfare  of  our  country,  not 
to  mention  the  safety  of  our  workers  and  the  profitability  of  our 
businesses.  I,  nevertheless,  and  perhaps  because  of  that,  want  it  to 
be  perceived  as  a  user-friendly  organization. 

Now,  there  are  some  bad  people  out  there.  There  are  some  bad 
people  who  are  doing  bad  things,  who  don't  care  about  the  safety 
of  their  workers.  But  I  think  they're  the  very  small  minority.  I 
think  the  overwhelming  majority  want  to  have  a  safe  work  place, 
because  not  to  have  a  safe  work  place  is  unprofitable.  You  lose  time 
for  your  workers  that  you've  trained,  etc.,  etc. 

I  have,  in  Maryland,  of  course,  as  you  know,  we  have  Maryland 
enforcement.  How  many  States  are  there  that 

Mr.  Dear.  Twenty-one  have  full  State  programs  like  Maryland. 

Mr.  Hoyer.  We're  one  of  the  21  States  that  have  MOSH.  And  I 
have  a  corporation  in  my  district,  the  Victor  Stanley  Company.  I 
went  in  about  a  year  ago  to  see  what  they  were  doing  and  how  they 
were  doing  it.  All  of  you  have  seen  products  from  the  Victor  Stan- 
ley Company.  If  you  go  to  one  of  the  trash  cans  out  here,  the  iron 
trash  cans  that  are  going  to  last  forever,  or  sit  on  one  of  the  bench- 
es around  the  Capitol,  Victor  Stanley  made  them.  And  they're  arti- 
sans. They  do  a  terrific  job.  And  they  sell  all  over  the  world. 

But  they're  producing  iron  and  they're  folding  iron  and  they're 
pressing  iron  and  they're  doing  a  lot  of  stuff  that  can  be  dangerous. 
But  Victor  said,  as  we  went  through  this,  I  want  to  tell  you  about 
MOSH.  And  I  thought,  oh,  here  it  comes. 

He  said,  we  have  one  of  the  most  positive  relationships.  He  said, 
I  don't  understand  what  people  are  talking  about,  these  complaints. 
They  come  in  here,  as  a  matter  of  fact,  they've  saved  us  a  lot  of 
money.  And  he  pointed  out  to  a  cafeteria  that  was  located — or  an 
eating  room,  cafeteria  would  glamorize  it — which  had  a  wooden 
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roof  on  top  of  it.  And  on  the  top  of  it,  in  this  warehouse-like  build- 
ing, they  were  storing  stuff. 

And  the  MOSH  inspector  said,  have  you  checked  the  strength  of 
that  roof?  He  said,  well,  you  know,  it's  pretty  well  built.  You  better 
check  it.  He  didn't  cite  them,  didn't  give  them  a  fine,  didn't  do  any- 
thing. They  checked  it,  and  they  determined  that  he  was  darned 
right,  it  could  have  collapsed  if  somebody  had  put  too  much  of  their 
raw  materials  on  top  of  that  building. 

My  point  is  only  that  if  we  can  create  a  positive  perception  in  the 
business  community  that  OSHA,  MOSH  and  other  agencies  like 
that  are  there  to  assist  them  and  work  with  them  in  partnership 
to  make  the  work  place  safe,  which  is  profitable  for  everybody,  then 
we  will  have,  I  think,  a  more  positive  response  here  in  the  Con- 
gress. I  hope  we  continue  to  support  you  as  fully  as  we  possibly 
can,  because  I  think  the  work  you  do  is  critical.  That's  why  I  want- 
ed to  come  over  here  quickly  and  do  this. 

I  have  some  questions,  one  of  which  deals  with  something  that 
you're  working  on  which  deals  with  the  differentiation  between  res- 
idential home  building  standards  and  commercial  construction 
standards.  I  talked  to  some  ABC  contractors  the  other  day  and  sug- 
gested that.  They  weren't  too  pleased  with  that,  and  they  said, 
well,  Hoyer,  we're  not  sure  you're  on  the  right  track. 

But  I  have  some  questions  on  that  issue,  because  some  of  my 
homebuilders  have  referenced  to  me  that  under  the  present  com- 
mercial construction  standards,  it's  a  little  tough  for  them  and  they 
think  there's  a  differentiation.  I  know  you're  pursuing  that  to  see 
what  possibly  can  be  done  and  I  appreciate  that. 

But  I'll  submit  the  questions  for  the  record.  If  I  don't  leave  now, 
I'll  miss  the  vote.  And  seeing  as  how  I  care  a  lot  about  the  bill,  I 
don't  want  to  do  that. 

Thank  you,  Mr.  Secretary. 

Mr.  Dear.  Thank  you. 

Mr.  BONILLA  [presiding!.  Good  luck,  Mr.  Hoyer.  You're  going  to 
have  to  run. 

Mr.  Hoyer.  I'll  make  it. 

OSHA  REFORM  BILL 

Mr.  Bonilla.  Good  afternoon,  Mr.  Dear.  We  appreciate  your  tes- 
timony and  your  appearance  here  today. 

We  can  all  agree,  that  the  last  thing  anybody  wants  to  see  is  any 
kind  of  injury  on  the  job  or  loss  of  work  hours  or  productivity.  And 
we're  all  interested  in  safe  jobs,  no  crime,  and  a  clean  environment. 
I  think  we  all  have  the  same  goals.  I  think  we  often  disagree  on 
the  methods  about  which  to  attain  our  goals. 

You  and  I  have  talked  over  the  years  about  the  problems  with 
small  business  and  the  perceptions  out  there  of  fear.  Frankly,  peo- 
ple shake  in  their  boots  when  the  OSHA  inspector  comes  around. 
We  all  understand  that  OSHA  was  created  with  good  intentions 
many  years  ago,  but  has  unfortunately  become  a  burden,  an  exces- 
sive burden  on  the  small  business  community.  I  know  you  ad- 
dressed that  in  your  opening  comments,  and  you're  trying  to  be- 
come more  business  friendly. 

I'd  like  to  begin,  if  I  could,  Mr.  Dear,  with  a  question  about  Mr. 
Ballenger's  OSHA's  reform  bill.  You  know,  the  President  has  stated 
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on  many  occasions  that  something  needs  to  be  done  to  make  OSHA 
more  friendly  to  small  business,  you  talk  about  that  in  your  testi- 
mony. 

The  Ballenger  bill  would  do  exactly  that,  overnight.  Tell  me  what 
parts  of  the  Ballenger  bill  you  agree  with  and  which  ones  you  dis- 
agree with. 

Mr.  Dear.  I'm  sure  you're  referring  to  his  most  recently  intro- 
duced bill 

Mr.  BONILLA.  That  is  correct. 

Mr.  Dear  [continuing].  Approved  by  his  subcommittee. 

Mr.  BONILLA.  And  if  we're  all  on  the  same  page  and  wanting  to 
make  OSHA  more  user-friendly  to  small  business,  I  can't  imagine 
why  you  and  the  President  wouldn't  endorse  this  bill  today. 

Mr.  Dear.  Well,  of  course  we  are  trying  to  make  OSHA  more 
user-friendly  for  small  business.  And  we  applaud  any  effort  to  dis- 
cuss how  to  improve  OSHA's  performance  in  terms  of  our  reinven- 
tion initiatives. 

There  is  a  difference,  however,  between  saying  that  a  legislative 
proposal  is  an  exact  statutory  implementation  of  an  administrative 
program  and  actually  accomplishing  it.  I  am  obviously  deeply  com- 
mitted to  OSHA's  reinvention,  because  I  believe  that  is  the  way  to 
serve  workers  and  employers  better  and  to  maximize  the  value  of 
the  tax  dollars  that  go  into  the  program.  I  would  not,  and  the  Ad- 
ministration would  not  support  legislation  which  would  weaken 
protection  that  workers  have  under  the  Occupational  Safety  and 
Health  Act. 

Mr.  Ballenger's  bill,  in  the  area  of  standard  setting,  and  in  some 
enforcement  areas,  would  weaken  worker  protection.  In  addition,  I 
would  hope  that  as  we  address  the  Occupational  Safety  and  Health 
Act,  and  we  talk  about  how  to  make  it  better  for  employers,  that 
we  would  also  at  the  same  time  consider  how  to  make  it  better  for 
workers.  Improvements  in  the  whistleblower  program,  which  I've 
supported  and  which  have  been  suggested  in  other  legislative  pro- 
posals here,  should  be  part  of  it. 

Mr.  Ballenger  has  written  the  Secretary  and  asked  for  our  views 
and  comments  in  detail  on  the  bill.  We  are  completing  a  response 
and  we  will  be  sending  a  letter  to  him  with  specific  views  on  his 
bill. 

Mr.  BONILLA.  Is  there  any  part  of  the  Ballenger  bill  at  this  point 
that  you  agree  with,  Mr.  Dear? 

Mr.  Dear.  Codification  of  the  consultation  programs  is  a  positive 
step  forward.  The  discussion  of  whether  OSHA  should  be  measur- 
ing performance  in  terms  of  quotas  for  inspections,  citations  and 
penalties  is  very  close  to  what  we're  doing.  I  have  a  few  concerns 
that  I  think  could  be  taken  care  of  with  some  minor  clarifications. 
And  obviously,  we're  very  interested  in  talking  to  any  member  who 
wants  to  think  about  a  better  way  to  improve  worker  health  and 
safety  protection. 

ELIMINATION  OF  REGULATIONS 

Mr.  BONILLA.  Let  me  ask  you,  last  fall  you  announced  plans  to 
delete  32  percent  of  regulatory  pages  in  the  Code  of  Federal  Regu- 
lations. Could  you  tell  me  what  kind  of  progress  you're  making  on 
that,  and  if  you're  actually  expecting  to  remove  and  delete  more 
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than  32  percent?  How's  that  going,  and  are  we  striving  for  a  higher 
standard,  even? 

Mr.  Dear.  Well,  we're  looking  at  eliminating  duplicate  pages,  up- 
dating and  revising  outdated  provisions,  and  simplifying  by  writing 
into  plainer  English,  plainer  language,  the  requirements  of  the 
standards.  So  it's  all  part  of  a  reinvention  of  OSHA's  standard  set- 
ting. 

In  March  we  published  a  notice  in  the  Federal  Register  taking 
out  275  pages.  This  involved  things  like  medical  reports  required 
for  13  carcinogens  that  aren't  needed  and  aren't  used.  So  they  are 
no  longer  requirements. 

We  expect  before  the  end  of  June  to  publish  a  notice  in  which 
some  600  or  so  pages  of  construction  regulations  that  duplicate 
other  regulations  will  be  taken  out.  I  am  not  going  to  do  that  until 
I  can  be  sure  that  we  have  a  publication  available  for  the  construc- 
tion industry  in  one  volume,  available  through  the  Government 
Printing  Office,  which  contains  the  requirements  for  the  construc- 
tion industry. 

And  then  later  this  fiscal  year,  as  part  of  the  final  respirator 
standard,  we'll  be  able  to  eliminate  another  set  of  several  hundred 
pages.  So  yes,  we  are  on  target  to  eliminate  about  a  third  of 
OSHA's  regulations  from  the  Code  of  Federal  Regulations. 

PERCEPTIONS  OF  OSHA 

Mr.  Bonilla.  You  probably  saw,  because  it  got  a  lot  of  play,  the 
Mike  Royko  column  that  talked  about  having  a  book  of  regulations 
to  tell  people  how  to  handle  water.  We  understand  that  that  was 
not  exactly  accurate.  But  I  think  this  shows  how  nervous  people 
are  about  OSHA,  and  how  there's  still  a  sense  out  there  that  people 
believed  this  even  though  it  wasn't  accurate. 

I  don't  think  you  disagree  that  there's  a  perception  out  there 
when  it  comes  to  siding  in  favor  of  bureaucracy,  regulations  and 
quite  frankly,  labor  unions,  which  only  comprise  15  percent  of  the 
population  in  this  country,  for  some  reason  OSHA  has  evolved  into 
siding  with  them  versus  being  on  the  side  of  the  guy  who's  the  en- 
trepreneur that's  just  trying  to,  if  necessary,  work  seven  days  a 
week  around  the  clock  to  get  their  business  going;  and  for  the  em- 
ployers that  are  employed  by  the  vast  majority  of  small  business 
in  this  country  which  are  not  union  members. 

Why  do  you  think  that  the  pendulum  has  swung  so  far  in  the 
wrong  direction  in  OSHA's  perception  in  this  country,  instead  of  it 
being  on  the  side  of  what  I  see  as  the  good  guys?  The  perception 
is,  in  spite  of  what  you're  trying  to  do,  you're  still  on  the  side  of 
bureaucracies  and  the  small  percentage  of  big  labor  union  members 
in  this  country?  Why  is  that  perception  still  out  there? 

Mr.  Dear.  Well,  we're  on  the  side  of  worker  health  and  safety. 
And  we  believe  that  everybody  gains  from  that,  workers  and  em- 
ployers. 

Unfortunately,  a  column  like  Mr.  Royko's  will  get  circulated  as 
a  Dear  Colleague  letter  before  we're  able  to  get  to  the  columnist 
and  explain  the  situation.  And  I  must  say  that  to  Mr.  Royko's  cred- 
it, he  actually  published  a  column  in  which  he  said  that  he  was  in 
error. 

Mr.  Bonilla.  I  saw  that. 
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Mr.  Dear.  And  I  think  those  of  us  who  have  sometimes  been  sub- 
ject to  media  stories  which  weren't  quite  right  would  agree  he  de- 
serves a  lot  of  credit  for  saying  he  got  that  one  wrong 

But  there  may  be  more  people  who  think,  well,  good  grief,  ObtLA 
and  water 

Mr.  BONILLA.  You  got  more  of  a  break  than  a  lot  of  us  get  on 
many  occasions. 

Mr.  Dear.  We  worked  for  that. 

But  I  am  concerned  about  stories  which  are  repeated  which  tend 
to  belittle  or  demean  what  OSHA  does  in  terms  of  worker  safety 
and  health  protection.  And  I'm  frustrated  because  when  we  do  our 
job  nothing  happens.  When  somebody  is  saved  because  they  re 
wearing  fall  protection,  when  a  worker  doesn't  contract  a  disease 
because  the  employer  had  met  OSHA  exposure  limits,  or  provided 
respiratory    protection,    nobody    notices,    because    that's    the    way 

things  ought  to  be.  t1       *         nE 

I  am  frustrated  that  the  public  doesn't  know  that  after  25  years 
the  rate  of  fatal  occupational  injuries  in  the  U.S.  has  been  cut  in 
half  in  large  part  because  of  OSHA,  but  clearly  because  employers 
and 'workers  have  worked  together.  I  work  hard  to  try  to  tell  that 
story,  and  I  work  hard  to  try  to  change  OSHA. 

Anybody  in  business  knows  that  once  you  establish  a  reputation 
in  the  market,  it's  difficult  to  change  it,  even  after  you  have 
changed  your  performance.  And  everybody  in  the  customer  service 
business  knows  that  one  bad  story  will  get  repeated  20  times  by 
an  unhappy  person,  and  your  one  good  story  may  not  get  any  no- 
tice at  all.  And  I  think  we  in  Government  are  sometimes  no  dif- 
ferent from  that.  on 

The  most  important  thing  we  can  do,  Congressman  Boniiia, 
about  this  is  to  produce  results  which  are  meaningful,  to  dem- 
onstrate that  we  are  changing,  that  poster  citations  have  gone 
practically  to  zero,  that  paperwork  citations  for  minor  violations 
have  been  dropping  precipitously,  and  are  headed  in  the  direction 

we  want. 

Also,  that  serious  enforcement  is  increasing  where  we  find  situa- 
tions that  truly  violate  a  sense  of  society's  norms  about  what  is  ac- 
ceptable practice.  And  I  believe  in  time,  and  given  the  budget  re- 
quest that  we've  asked  for,  we  will  be  able  to  accelerate  those  im- 
provements and  come  to  a  day  when  an  OSHA  hearing  or  OSHA 
legislation  may  be  somewhat  less  controversial  than  it  is  now. 

Mr.  Bonilla.  Thank  you,  Mr.  Dear. 

Mr.  Dickey. 

MORALE  OF  OSHA  STAFF 

Mr.  Dickey.  Hello,  Mr.  Dear. 

Mr.  DEAR.  Mr.  Dickey,  how  are  you? 

Mr.  Dickey.  How  are  you  doing? 

Mr.  Dear.  Fine,  thank  you. 

Mr.  DICKEY.  Tell  me  how  your  year's  been. 

Mr  Dear.  It's  been  one  of  great  adventure.  [Laughter.  1 

Of  accomplishment,  of  frustration,  of  opportunity  and  progress 
made  and  now  of  great  hope  that  we  will  be  able  to  look  forward 
again'  and  move  OSHA  in  a  direction  of  better  worker  health  and 
safety  protection. 
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Mr.  Dickey.  How  would  you  describe,  Joe,  in  your  last  year,  the 
morale  of  your  work  force? 

Mr.  Dear.  The  long-time  OSHA  staff  I  met  with  and  visited  with 
as  I  went  around  the  country  said  that  morale  at  OSHA,  as  winter 
approached  and  with  the  shutdowns,  was  at  an  all  time  low.  I 
haven't  had  a  chance  to  visit  with  more  than  a  few  staff  outside 
of  Washington,  D.C.  since  the  budget  was  approved.  But  I'm  told 
that  now  that  the  uncertainty  surrounding  the  furloughs  or  reduc- 
tions in  force  has  been  removed,  things  are  getting  better. 

The  morale  is  good  where  we've  done  the  most  work  on  reinven- 
tion, in  the  offices  that  have  been  part  of  our  reengineered  work 
process,  the  GRIP  program.  There  we're  getting  results  that  make 
sense  in  terms  of  how  our  staff  believe  they  can  have  the  greatest 
impact. 

Mr.  Dickey.  Let  me  ask  some  specifics,  then  I'll  get  back  to  some 
of  those  others.  You  closed  the  Dallas  office? 

Mr.  Dear.  No,  sir.  I  believe  that  is  an  office  of  the  Occupational 
Safety  and  Health  Review  Commission,  who  will  be  following  me 
here  today. 

Mr.  Dickey.  It's  not  a  Dallas  OSHA  office  that  was  closed? 

IMPACT  OF  BUDGET  REDUCTION 

Mr.  Dear.  No,  sir. 

Mr.  Dickey.  Okay.  It's  pleasing  to  note  that  you're  cutting  back 
on  some  of  the  nitpicking  paperwork.  We're  bringing  to  you  a  chal- 
lenge for  efficiency,  and  I  think  you  probably  would  have  done  it 
anyway.  But  what  I'm  concerned  about  is  that  you're  asking  for  a 
budget  increase  of  12  percent.  And  I  know  you've  probably  already 
discussed  this. 

But  Mr.  Dear,  we've  got  to  do  something  besides  just  spend  more 
money.  Tell  me  this,  and  I  think  I  asked  you  last  time,  if  we  denied 
the  12  percent  increase  and  cut  your  budget  by  10  percent,  what 
would  you  eliminate? 

Mr.  Dear.  The  request  that  we've  asked  for  involves  two  primary 
components,  common  sense  initiatives  and  improving  standards, 
which  includes  the  rewriting  of  a  third  of  OSHA's  standards.  If  we 
don't  receive  the  appropriation,  then  the  rewrite  would  be  greatly 
slowed  down. 

The  second  major  part  of  our  request  this  year  is  for  support  of 
partnership  initiatives,  in  particular  staff  for  small  business  out- 
reach to  allow  our  local  offices  to  conduct  programs  that  are  vol- 
untary and  designed  to  assist  employers.  Without  that  program 
support,  these  initiatives  could  only  come  at  the  expense  of  enforce- 
ment. 

If  the  budget  was  cut  10  percent,  we  would  be  unable  to  main- 
tain the  present  level  of  staff  that  we  have,  so  some  activity  would 
be  cut  back.  Our  ability  to  fund 

Mr.  Dickey.  Are  you  saying  in  general  now?  Are  you  saying  the 
10  percent  would  be  across  the  board? 

Mr.  Dear.  Well,  you  know,  I've  lived  with  the  15  and  a  half  per- 
cent cut  under  a  continuing  resolution  from  mid-November  until 
three  weeks  ago.  In  order  to  get  by  at  15  percent,  we  cut  our  travel 
70  percent,  we  eliminated  training,  we  bought  no  new  equipment, 
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we  entered  into  no  new  personal  service  contracts.  On  a  short  term 
basis,  that  worked. 

We  were  able  to  get  through  without  any  involuntary  termi- 
nations of  staff,  although  we  had  a  hiring  freeze  and  replaced  vir- 
tually no  one.  In  fact,  we  have  had  a  hiring  freeze  since  from 
March  of  1995  that  we  will  be  selectively  lifting  in  the  near  future. 

If  we  had  to  sustain  a  cut  of  10  percent  over  a  longer  term,  the 
staffing  reductions  that  we  have  experienced  through  attrition 
would  become  permanent.  And  those  would  be  reductions. 

The  other  effect  is,  there  are  certain  activities  that  OSHA  must 
do,  such  as  investigating  accidents  and  fatalities,  and  responding 
to  'worker  complaints  of  imminent  danger.  The  degree  to  which  the 
budget  is  cut  back  means  our  activity  must  necessarily  be  focused 
on  those  activities,  more  and  more  towards  basic  enforcement  and 
reactive  enforcement. 

If  the  funds  are  cut,  the  ability  to  do  training,  the  redesign  that 
I  described  to  the  Chairman,  our  efforts  to  change  OSHA's  culture, 
that's  what  we  lose  the  opportunity  to  do. 

We're  asking  for  an  increase.  I  recognize  that  that  is  going  to  be 
hard  for  the  committee  to  find,  in  view  of  the  overall  circumstances 
in  which  you  find  yourselves.  But  I  would  note  that  this  increase 
comes  within  the  context  of  the  President's  proposal  that  contains 
overall  budget  reductions. 

And  thus,  this  reflects  the  priority  the  Administration  places  on 
worker  health  and  safety  protection.  As  you  know,  if  no  one's  hurt, 
obviously  the  worker  gains.  But  the  employer  saves  directly  in 
workers  compensation  costs  and  indirectly  in  costs  of  lost  produc- 
tivity, training  expenses  and  hiring  new  workers.  And  so  we  have 
real  benefits. 

IMPACT  OF  OSHA  ENFORCEMENT 

Mr.  Dickey.  Let' me  ask  you  a  question  about  that.  In  the  last 
year,  when  you  reduced  your  budget  and  cut  down,  was  there  an 
increase  in  work  place  injuries? 

Mr.  Dear.  We  don't  have  the  statistics  for  1995  yet.  So  we  don't 
know  on  an  aggregate  basis  what  we  have.  The  Bureau  of  Labor 
Statistics  today  is  releasing  information  on  the  cause  and  nature 
of  injuries  in  1994.  So  it  will  be  some  time  before  we  have  an  ag- 
gregate national  basis  for  1995. 

But  we  know  from  past  experience,  from  1975  to  1993,  that 
OSHA  did  85  percent  of  its  compliance  inspections  in  construction, 
manufacturing  and  oil  and  gas  extraction.  Injury  and  illness  rates 
in  those  industries  dropped.  The  remaining  15  percent  of  OSHA 
compliance  inspections  were  spread  across  the  service  sector, 
health  care,  wholesale,  retail,  transportation.  Injury  and  illness 
rates  in  all  those  industries  went  up.  I  think  that  gives  us  a  sense 
that  OSHA  enforcement  makes  a  difference. 

It's  not  the  only  answer.  But  it's  extremely  important  to  have  a 
credible  enforcement  program  as  a  basis  for  partnership  and  other 
initiatives.  And  if  there's  less  enforcement,  there  are  going  to  be 
more  injuries  and  illness. 
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EFFECT  OF  LESS  ENFORCEMENT 


Mr.  Dickey.  Joe,  what  I'm  concerned  about  is  the  polarization 
that  we  have.  And  I  think  it  could  relate  to  the  morale  of  your  em- 
ployees. But  we  have  a  polarization.  Some  people  adamantly  think 
that  OSHA  should  be  on  a  course  that's  onward  and  upward,  in- 
crease the  enforcement,  increase  the  regulations,  be  more  brutal. 
The  other  side  of  it  says,  we  lived  without  OSHA  before  and  we  can 
live  without  it  now. 

And  I'm  concerned  that  each  side  in  the  spectrum  is  kind  of 
being  indifferent  to  the  other  side.  Now,  you're  somewhere  in  the 
middle  of  that,  I  hope.  Let's  do  it  this  way.  Since  we've  had  the 
changeover  in  Congress,  can  you  say  that  the  work  place  or  that 
the  economy  is  better  off?  Or  how  can  you  say  it's  better  off  from 
the  fact  that  we're  just  taking  a  breathing  spell  here,  we're  not  in- 
creasing the  regulations  and  we're  falling  back  a  little  bit,  we're 
taking  some  of  the  nitpicking  stuff  out  of  the  way.  Can  you  see 
that's  beneficial,  and  if  so,  tell  me  in  what  ways? 

Mr.  Dear.  Well,  I  like  the  first  part  of  your  question.  Isn't  there 
a  middle  ground  here?  Isn't  there  a  place  where  workers  and  em- 
ployers and  the  Government  all  have  interests  which  intersect,  and 
where  we  all  gain? 

I  believe  there  is,  and  I  try  very  much  to  stay  in  that  middle  and 
I  guess  I've  been  somewhat  amazed  how  controversial  that  can  be 
in  my  tenure  here.  - 

Mr.  Dickey.  You  get  the  enemies  from  both  sides,  don't  you^ 

Mr.  Dear.  Yes. 

Mr.  Dickey.  I  tried  that. 

Mr.  Dear.  But  that  comes  with  the  job.  And  we've  undertaken 
initiatives  at  OSHA  that  have  been  intended  to  enlarge  that  mid- 
dle, to  increase  recognition  of  excellent  work  places  through  the 
voluntary  protection  program,  to  increase  compliance  assistance 
available  for  small  employers,  to  use  new  technology  to  make  infor- 
mation and  assistance  available,  and  to  improve  the  productivity  of 
our  own  operation. 

Specifically  with  respect  to  the  impact  of  the  104th  Congress, 
well,  you  told  us  we  cannot  develop  a  standard  on  ergonomic  pro- 
tection. Now,  I'm  very  concerned  about  that,  because  that  is  a  huge 
problem  for  workers  and  a  major  expense  for  employers.  But  we 
can't  make  progress.  So  I  can't  say  you've  helped  us  there. 

During  the  time  of  budget  uncertainty,  a  lot  of  the  effort  that  I 
would  have  devoted  to  pushing  the  reinvention  initiatives  forward 
either  had  to  be  suspended,  because  we  didn't  know  if  we  would 
have  the  money  ultimately,  or  I  was  engaged  in  trying  to  justify 
our  existence,  not  in  trying  to  build  up  support  for  a  new  direction. 

But  going  back  to  what  Mr.  Bonilla  has  said,  this  discussion  we 
have  here  is  not  about  what  we're  trying  to  do.  I  think  we're  all 
agreed  on  that.  It's  a  question  about  how.  I  think  we've  done  a  lot 
in  my  time  at  OSHA  to  change  the  how.  I  think  we  are  beginning 
to  show  real  results  and  I  reported  some  to  you,  and  they  are  in 
my  statement. 

What  I'm  asking  for  is  an  opportunity  and  a  budget  that  will  en- 
able us  to  do  more  of  that.  And  I  think  that  will  change  the  view 
of  OSHA,   that  responsible  employers   won't  have  as  much  fear 
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about  OSHA,  that  they  will  call  us  for  help,  and  that  workers  will 
feel  that  they're  not  being  expected  to  endanger  their  lives  in  order 
to  earn  a  living. 

OUTREACH  TO  SMALL  BUSINESS 

Mr.  Dickey.  All  right,  let  me  ask  you  this,  then.  What  have  you 
done  to  extend  your  hand  to  the  small  business  person,  personally? 
What  have  you  done? 

Mr.  Dear.  Well,  two  weeks  ago,  I  was  in  New  Hampshire.  And 
I  met  with  a  group  convened  by  several  chambers  of  commerce,  sat 
down  with  small  employers,  not  representatives  of  trade  associa- 
tion folks,  but  real,  honest  to  goodness  small  business  people  to 
talk  about  what  we  were  doing  in  the  State  of  New  Hampshire  and 
was  it  making  a  difference.  They  wanted  to  be  sure  I  heard  directly 
from  them  some  of  their  observations.  That's  the  most  recent  exam- 
ple. 

You  asked  in  personal  terms  what  have  I  done.  I  met  with  a 
round  table  of  employers  in  Kentucky,  several  weeks  ago.  Some 
employers  there  were  large,  but  some  were  also  representatives  of 
small  employers.  I've  already  been  in  contact  with  the  new  person 
hired  in  the  Small  Business  Administration  as  a  result  of  the 
changes  in  the  Regulatory  Flexibility  Act.  And  we've  begun  to  talk 
about  how  we're  going  to  implement  that  in  terms  of  taking  ac- 
count of  small  business  concerns. 

And  we  have  a  regular  program  of  involving,  in  our  stakeholder 
meetings,  representatives  of  small  business  or  small  business  own- 
ers and  managers  directly.  We  have  done  this  with  recordkeeping 
and  we  have  been  doing  and  will  be  doing  this  with  our  safety  and 
health  program  proposal. 

Mr.  Porter  [presiding].  Mr.  Dickey,  your  time  is  up. 

Mr.  Miller. 

FEDERAL  RESPONSIBILITY  FOR  WORKER  SAFETY  AND  HEALTH 

Mr.  Miller.  I'm  sorry  I  missed  your  presentation  and  the  begin- 
ning questions.  We  have  a  philosophical  problem  that  I  have  with 
Government,  and  that  is  this  whole  philosophy  of  we  want  to  re- 
duce the  size  and  scope  of  the  Government,  and  what  is  the  real 
Federal  responsibility.  No  one  is  trying  to  destroy  the  environment. 

The  question  is,  what  is  the  Federal  responsibility  versus  State 
and  local.  And  this  is  an  agency  that  you  wonder,  what  is  the  Fed- 
eral responsibility,  I  mean,  why  is  the  Federal  Government  spend- 
ing hundreds  of  millions  of  dollars  on  this  issue.  Nobody  wants  peo- 
ple to  get  hurt  on  the  job. 

But  is  that  a  Federal  responsibility?  Explain  and  justify  why^  it 
is.  I  mean,  I  know  you  target  certain  jobs  and  industry.  But  I'm 
not  talking  about  that.  Why  should  you  be  concerned  about  my 
local  car  wash  in  Bradenton,  Florida  or  something  like  that? 

Mr.  Dear.  The  Congress  made  that  decision  in  1970  when  it 
adopted  the  Act,  and  when  OSHA  began  operation  in  1971,  it  was 
a  national  policy  to  protect  the  Nation's  most  precious  resource,  its 
human  resource.  The  policy  said  that  every  worker  should  be  as- 
sured, so  far  as  possible,  safe  and  healthful  employment.  It  was  a 
national  policy  goal. 
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I  think  that  is  a  Federal  statement,  that  is  a  Federal  responsibil- 
ity. It's  a  very  important  promise  we've  made.  And  to  make  that 
promise  real,  we  said  that  there  should  be  standards.  I  think  that's 
a  Federal  responsibility,  that  we  should  have  national 

Mr.  Miller.  Then  from  that  logic,  we  don't  think  anybody  should 
be  shot  and  killed  in  this  country,  so  it  should  be  a  Federal  crime 
to  kill  anybody,  murder  anyone.  Nobody  wants  anybody  murdered 
in  the  country,  right?  I  mean,  isn't  that  similar? 

Mr.  Dear.  The  functions  that  were  set  out  for  OSHA  were, 
standard  setting,  enforcement,  education  and  training,  and  protec- 
tion of  whistleblowers,  and  giving  workers  the  right  to  call  on  the 
Government  in  case  they  are  genuinely  afraid  of  hazards  that  they 
confront  on  the  job.  Now,  we  could  divide  up  some  of  that  respon- 
sibility, and  in  OSHA  we  do.  Twenty-one  States  do  enforcement. 
They  have  elected  to  do  that.  I  ran  one  of  those  programs  in  the 
State  of  Washington  before  I  came  here.  We  allow  States  to  adopt 
their  own  health  and  safety  standards,  or  to  adopt  standards  which 
exceed  the  Federal  minimums. 

Mr.  Miller.  Let  me 

Mr.  Dear.  This  is  a  program  which  is  very  much  Federal-State 
in  its  current  operation. 

FALL  PROTECTION  STANDARD 

Mr.  Miller.  I  wasn't  here  in  1970,  and  I  guess  I  have  a  hard 
time  justifying  the  full  existence  of  it  as  a  Federal  responsibility. 
Not  that  you  want  people  hurt  on  the  job,  you  want  to  protect  peo- 
ple. But  I'm  not  sure  the  Federal  Government  has  to  take  this 
large  a  responsibility. 

Let  me  switch  to  a  couple  different  other  issues.  Fall  protection. 
Where  do  we  stand  on  that  issue?  I  know  you  had  some  regulations 
developed  that  would  go  from  16  feet  down  to  6  feet,  and  then  they 
were  withdrawn  or  something. 

Mr.  Dear.  We  promulgated  a  change  in  general  fall  protection  for 
construction  that  took  effect  in  February  1995.  There  was  a  great 
deal  of  interest  in  the  Congress  and  in  the  industry  about  that.  We' 
worked  very  hard,  in  particular  with  the  National  Association  of 
Homebuilders  and  the  National  Roofing  Contractors  Association, 
and  have  made  some  adjustments  in  our  interpretation  of  the 
standard.  We  issued  directions  to  our  field  staff  across  the  country 
about  how  to  interpret  that  standard. 

I  believe  that  has  substantially  resolved  the  concerns  about  fea- 
sibility and  economics  of  the  fall  protection  standard  in  the  home- 
building  industry.  It  is  necessary  that  we  make  adjustments  to  the 
standard  itself.  And  we  are  preparing  a  notice  of  proposed  rule- 
making which  we  intend  to  release  this  fiscal  year  which  will  allow 
for  public  comment  in  that  process. 

But  I  think  we  came  up  with  a  very  flexible,  sensible  and  com- 
mon sense  adjustment.  And  that's  why  I  believe  we  no  longer  have 
requests  from  the  industry  for  riders  that  would  restrict  the  imple- 
mentation. 

Mr.  Miller.  The  boat  builders  are  in  town  this  week,  marine  in- 
dustry, and  they  were  complaining  about  it,  too.  I  have  a  big  boat 
building  industry  in  my  area  in  Florida. 
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But  is  that  a  case  where  the  OSHA  went  overboard,  and  because 
of  a  Republican  Congress  we've  changed 

Mr.  Dickey.  Good  pun,  went  overboard.  You  didn't  mean  that, 
did  you?  [Laughter.] 

Mr.  Miller.  I  mean,  did  you  go  too  far  initially  on  that,  and  then 
all  of  a  sudden  the  election  changed  your  thinking? 

Mr.  Dear.  We  learned  from  experience  as  we  implemented  the 
standard  that  there  were  real  questions  of  interpretation  that 
arose.  And  we  have  tried  to  address  them. 

Mr.  Miller.  Was  there  a  lack  of  input  from  the  industry? 

Mr.  Dear.  There  were  issues  that  developed.  And  reactions  that 
came  from  employers  who  hadn't  been  directly  involved  in  the  proc- 
ess. I  think  there  was  some  exaggeration  of  the  difficulty  and  the 
rigidity  of  the  standard,  and  that  it  was  more  flexible  than  under- 
stood. 

I  guess  the  point  here  is  that  we've  been  able  to  work  with  the 
industry.  I  mean,  I  went  out  and  visited  some  homebuilding  sites. 
And  these  problems  were  shown  to  me  not  in  letters  but  in  real 
field  observation.  We  would  have  responded  to  that  even  if  the 
Congress  hadn't  threatened  to  make  a  rather  sweeping  roll-back  of 
the  standard,  which  was  under  consideration. 

AVOIDING  OVERLAP  OF  AGENCY  FUNCTIONS 

Mr.  Miller.  Well,  I'm  glad  you  did. 

Let  me  ask  one  more  question,  in  a  little  different  direction.  We 
have  all  these  different  agencies  of  all  the  different  departments  of 
the  Federal  Government.  You  wonder  about  duplication  and  over- 
lap. 

For  example,  the  CDC  was  up  here  last  week  or  the  week  before. 
They  fcave  occupational  safety  programs,  and  we  start  saying,  well, 
wait  ajninute — the  Department  of  Labor  does  this.  Why  is  the  De- 
partment of  HHS  doing  it? 

How  do  you,  and  we  only  deal  with  three  departments  here  on 
this  subcommittee,  how  do  we  avoid  that?  And  do  you  see  that,  I 
mean  you're  only  dealing  with  Department  of  Labor  issues,  of  over- 
lap issues,  whether  it's  CDC  or  some  other  areas,  does  the  Agri- 
culture Department  develop  their  own  set  of  occupational  rules?  I 
mean,  I  guess  that's  the  intent  originally  of  OSHA.  But  is  there  a 
problem  in  duplication  and  do  you  see  that  and  what's  being  done 
to  avoid  that? 

Mr.  DEAR.  Well,  I  must  say,  if  there  was  overlap  and  duplication, 
it's  enormously  in  our  interest  to  find  it  and  either  hand  off  what's 
duplicated  or  grab  that  resource  for  ourselves.  But  I've  not  seen 
that. 

I've  worked  with  NIOSH,  the  National  Institute  for  Occupational 
Safety  and  Health,  which  is  part  of  the  Centers  for  Disease  Con- 
trol, to  improve  the  coordination.  For  example,  we  have  worked  col- 
laboratively to  develop  a  priority  list  of  issues  which  should  be  ad- 
dressed by  standard  development  or  other  interventions. 

From  that  process,  NIOSH  has  been  able  to  develop  a  research 
agenda  for  occupational  health  and  safety.  This  will  help  provide 
scientific  data  to  inform  the  standard  setting  and  guideline  devel- 
opment process  in  the  future.  This  is  work  that  I  began  when  I 
came  to  town  and  worked  with  my  counterpart,  Dr.  Rosenstock,  at 
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NIOSH,  to  assure  that  we  weren't  just  avoiding  overlap  and  dupli- 
cation, but  that  we  were  coordinating  efforts  to  get  maximum  im- 
pact for  our  resources. 

Mr.  Miller.  Why  shouldn't  it  all  be  switched  over  to  you? 

Mr.  Dear.  That  question  has  come  up.  The  Congress  decided 
when  the  Act  was  created  that  it  was  better  to  keep  the  research 
and  scientific  arm  separate  from  the  regulatory  arm  to  avoid  any 
possibility  of  bias  in  scientific  research. 

My  experience,  sir,  is  that  if  management  units  aren't  performing 
effectively,  reorganizing  the  management  units  doesn't  improve  the 
effectiveness  of  the  operation.  You  have  to  deal  with  the  root  is- 
sues. Are  common  objectives  set,  are  results  measured,  is  account- 
ability present?  So  I'm  not  interested  in  taking  over  NIOSH.  I'm 
interested  in  working  with  them  so  they  get  us  good  science  for 
rulemaking.  And  we've  made  real  progress  for  years  on  that. 

Mr.  Miller.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Miller. 

Mr.  Istook. 

CHANGES  TO  REGULATIONS 

Mr.  Istook.  Thank  you,  Mr.  Chairman. 

Mr.  Dear,  good  to  see  you  today.  I  wanted  to  follow,  because  as 
you  know  probably  the  prevailing  issue  is  the  attitude,  the  culture, 
the  attempts  to  change  that,  and  you  know,  the  difference  between 
perception  and  reality  or  presentation  and  reality. 

It's  one  thing  to  say  that  we  are  going  to  work  more  clearly  with 
employers  to  improve  safety,  rather  than  focusing  on  paperwork. 
But  how  many  rules  or  regulations  have  actually  been  changed? 
It's  one  thing  to  say  we're  going  to  enforce  them  differently.  But 
the  threat  is  still  over  the  heads  of  the  employers  that  you  could 
choose  to  enforce  them  in  a  certain  way  and  therefore  they  are  re- 
quired to  follow  the  letter,  as  opposed  to  whatever  may  be  the  atti- 
tude that  someone  expresses. 

Can  you  describe  for  us  how  many  rules  or  regulations  have  ac- 
tually been  formally  revised  to  reflect  this  difference? 

Mr.  Dear.  We  published  a  notice  in  March  that  eliminated  275 
pages  of  really  outdated  or  unnecessary  regulations.  They  primarily 
involved  lists  of  reports  required  for  13  different  carcinogens.  And 
those  are  out  and  gone.  This  budget  request  asks  for  a  substantial 
increase  in  funding  for  standards  development  that  will  allow  us  to 
rewrite  OSHA  standards  into  plain  English. 

And  earlier,  I  provided  an  example  of  a  very  complicated  defini- 
tion with  a  tricky  table,  360  words  on  what  egress  is,  and  we've 
written  that  into  36  words  to  get  the  job  done,  in  plain  English.  I 
would  like  very  much  to  do  that  with  all  of  OSHA's  standards.  And 
we  have  proposed  to  do  that  for  a  third  of  them  in  the  1997  budget. 

We're  also  looking,  as  we  develop  new  regulations,  to  take  into 
account  plain  language,  in  performance  standards  and  those  ap- 
proaches. 

But  I  also  think  that  it's  not  just  the  standard,  but  how  it's  actu- 
ally interpreted  and  enforced,  what  information  is  available  to  em- 
ployers, so  that  they  know  and  understand  what  their  obligation  is. 
In  certain  instances,  where  it's  been  impossible  to  avoid  a  complex 
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standard,  say  in  the  area  of  asbestos  regulation,  we  developed  soft- 
ware that  takes  employers  through  questions  and  answers  and  pro- 
vides expert  advice. 

Mr.  ISTOOK.  But  I  wanted  to  keep  the  focus,  if  I  understood  you 
correctly,  you're  saying  that  the  only  thing  to  date  to  change  the 
actual  regulations  or  rules  rather  than  the  potential  interpreta- 
tions, was  the  publication  in  March  of  the  intent  to  rescind  basi- 
cally 'language  relating  to  the  13  carcinogens. 

Mr.  Dear.  Those  were  actually  repealed,  which  didn't  require 
further  notice. 

Mr  ISTOOK.  Fine.  But  until  this  March,  then,  nothing  prior  had 
been  done  that  actually  changed  the  rules.  Because  you  under- 
stand, I'm  sure,  that  a  business,  in  deciding  upon  the  actions  that 
it  must  take  or  must  not  take,  must  deal  with  what  are  the  poten- 
tial interpretations  regardless  of  what  might  be  orally  asserted  to 
them  regarding  intent.  They  have  to  go  by  the  letter  of  the  stand- 
ards And  if  I  understand  you  correctly,  you're  saying  that  none  of 
those  actual  legally  binding  standards,  the  rules  and  regs,  were 
changed  until  March  of  this  year. 

Mr.  Dear.  Well,  there's  another  important  step  here.  I  here  s  an- 
other form  of  written  policy  which  is  not  a  regulation,  but  which 
is  a  directive  regarding  how  it  would  be  enforced,  which  is  some- 
thing that  could  be  relied  on  in  a  contested  proceeding.  We  issued 
directives  regarding  how  to  interpret  hazard  communication,  the 
right,  to  know  standard,  in  March  of  last  year,  and  a  major  direc- 
tive on  paperwork  in  November  1995. 

That  really  formalized  directions  that  had  been  informally  trans- 
mitted to  the  field.  This  is  the  directive  that  resulted  in  the  dra- 
matic reduction  in  the  number  of  poster  citations,  the  significant 
reduction  in  the  number  of  violations  of  the  hazard  communication 
standard.  So  it's  more  than  just  what  we've  done  with  the  Code  of 
Federal  Regulations. 

Mr.  ISTOOK.  And  of  course,  I'd  like  to  see  the  documents  that  you 
speak  of,  if  you  will  provide  them  to  us. 

Mr.  Dear.  Sure. 

[The  information  follows:! 

Citation  Policy  for  Paperwork  and  Written  Program  Violations 

Following  is  the  compliance  directive  which  transmits  OSHA  policy  regarding  the 
issuance  of  citations  for  violation  of  paperwork  and  written  program  requirements. 


471 


U.S.  Department  Of  Labor  Assistant  Secretary  lor 

Occupational  Safety  and  Hearth 
Washington.  DC.  20210 


OSHA  Instruction  CPL  2.111 

NOV  2  7  1995 
Directorate  of  Compliance  Programs 

SUBJECT:      Citation  Policy  for  Paperwork  and  Written  Program  Requirement  Violations 

A.  Purpose.    The  purpose  of  this  instruction  is  to  revise  and  clarify  OSHA's  policy 
regarding  issuance  of  citations  for  violation  of  "paperwork"  and  "written  program" 
requirements. 

B.  Scope.    This  instruction  applies  OSHA-wide.   The  OSHA  program  is  delivered  in 
40%  of  the  nation's  workplaces  by  the  25  States  that  operate  OSHA-approved  State 
plans.   These  States  are  encouraged  to  adopt  similar  policies  but  may  choose  to 
develop  and  implement  alternatives.    See  paragraph  H.  below. 

C.  References. 

1 .  OSHA  Instruction  CPL  2.80,  October  21,  1990,  Handling  of  Cases  to  Be 
Proposed  for  Violation-By- Violation  Penalties. 

2.  OSHA  Instruction  CPL  2.103,  September  26,  1994,  Field  Inspection  Refer- 
ence Manual  (FIRM). 

3.  OSHA  Instruction  STP  2.22A,  May  14,1986,  State  Plan  Policies  and  Proce- 
dures Manual  (SPM). 

4.  Memorandum  to  Regional  Administrators  from  John  B.  Miles,  Jr.  Director, 
Compliance  Programs,  March  21,  1995,  "Hazard  Communication  Standard- 
Documentation  of  Citations  Related  to  the  Exposure  to  Hazardous  Substances 
and  Consumer  Products"  (Attached). 

D.  Action.    This  instruction  supersedes  certain  provisions  of  the  FIRM.    OSHA  Regional 
Administrators  (RAs)  shall  ensure  that  field  staff  follow  this  instruction  when 
evaluating  violations  of  paperwork  and  written  program  requirements.    The  FIRM 
will  be  changed,  with  the  National  Council  of  Field  Labor  Locals  (NCFLL) 
participation,  to  incorporate  this  instruction. 
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OSHA  Instruction  CPL  2.111 

NOV  2  7  1995 
Directorate  of  Compliance  Programs 


Application.   This  instruction  applies  to  all  inspections  of  general  industry,  construc- 
tion, maritime,  and  agriculture  employers. 

Background.    OSHA  recognizes  that  in  some  situations,  violations  of  certain  standards 
which  require  the  employer  to  have  a  written  program  to  address  a  hazard,  or  to 
make  a  written  certification  (e.g.,  hazard  communication,  personal  protective  equip- 
ment, permit-required  confined  spaces,  and  others),  are  perceived  to  be  "paperwork 
deficiencies"  rather  than  critically  important  implementation  problems.    In  other 
circumstances,  violations  of  such  standards  have  a  significant  adverse  impact  on 
employee  safety  and  health. 

1 .  OSHA  is  involved  in  an  effort  to  re-direct  limited  resources  to  those  activities 
which  most  promote  its  central  mission.    Unnecessary  issuance  of  citations  for 
minor  technical  violations  of  paperwork  and  written  program  requirements 
undermines  the  agency's  efforts  to  promote  the  agency  mission. 

2.  The  purpose  of  this  instruction  is  to  provide  guidance  which  will  lead  to 
consistent  and  effective  enforcement  of  OSHA's  standards,  particularly  where 
technical  violations  involve  employer  obligations  for  posting,  recordkeeping 
and  documentation  of  performance,  and  have  no  adverse  impact  on  worker 
safety  and  health. 

3.  Application  of  these  guidelines  will  require  informed  professional  judgment  on 
the  part  of  Compliance  Safety  and  Health  Officers  (CSHO)  and  careful 
attention  to  the  circumstances  in  the  workplace  which  affect  the  impact  of 
violations  on  the  health  and  safety  of  workers. 

4.  This  instruction  was  developed  by  representatives  of  OSHA's  National  Office 
and  field  staff  in  a  cooperative  effort  with  the  NCFLL. 

Procedures  for  Evaluation  and  Citation.   The  "paperwork"  and  "written  program" 
requirements  addressed  by  this  directive  include  recordkeeping,  posting  of  the  OSHA 
Notice,  written  program  requirements  in  standards  such  as  lockout-tagout,  permit- 
required  confined  spaces,  bloodborne  pathogens,  hazard  communication,  personal 
protective  equipment,  and  other  essentially  similar  requirements  found  in  OSHA 
standards.    The  following  guidance  is  to  assist  OSHA  staff  in  the  determination  of 
appropriate  citations  and  penalties  in  particular  circumstances.    OSHA  staff  shall 
adhere  to  the  following  procedures  when  evaluating  and  citing  violations  of  paperwork 
and  written  program  requirements. 
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1.       Failure  to  Post  the  OSHA  Notice  (1903). 

a.  The  employer  shall  be  provided  a  copy  of  the  Notice  and  shall  be 
advised  of  the  legal  requirement  to  post  it  for  employees.    The 
employer  shall  also  be  informed  of  the  consequences  of  failure  to  post 
the  Notice.   These  actions  shall  be  noted  in  the  case  file.   This  policy 
applies  in  all  cases,  except  as  noted  in  "b."  below. 

b.  A  citation  for  failure  to  post  the  OSHA  Notice  is  warranted  if:  the 
pattern  of  violative  conditions  for  a  particular  establishment  demon- 
strates a  consistent  disregard  for  the  employer's  responsibilities  under 
the  Occupational  Safety  and  Health  Act  of  1970  (Act);  and 

(1)  Interviews  show  that  employees  are  unaware  of  their  rights 
under  the  Act;  or 

(2)  The  employer  has  been  previously  cited  or  advised  by  OSHA  of 
the  posting  requirement. 

2.         Injury  and  illness  records  (1904). 

a.  Where  no  records  are  maintained  and  there  have  been  injuries  or 
illnesses  which  meet  the  requirements  for  recordability,  as  determined 
by  other  records  or  by  employee  interviews,  a  citation  for  failure  to 
maintain  records  shall  normally  be  issued. 

b.  Where  no  records  are  maintained  and  there  have  been  no  injuries  or 
illnesses,  as  determined  by  employee  interviews,  a  citation  shall  not  be 
issued. 

c.  When  the  required  records  are  maintained  but  no  entry  is  made  for  a 
specific  injury  or  illness  which  meets  the  requirements  for  record- 
ability,  a  citation  for  failure  to  record  the  event  shall  normally  be 
issued. 

d.  When  the  required  records  are  maintained  but  have  not  been  completed 
with  the  detail  required  by  the  regulation,  or  the  records  contain  minor 
inaccuracies,  the  records  shall  be  reviewed  to  determine  if  there  are 
deficiencies  that  materially  impair  the  understandability  of  the  nature  of 
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hazards,  injuries  and  illnesses  in  the  workplace.    If  the  records  are 
defective  to  this  degree,  a  citation  for  failure  to  record  shall  normally 
be  issued. 

e  In  all  other  cases,  the  employer  shall  be  provided  information  on  main- 

taining the  records  for  the  employer's  analysis  of  workplace  injury 
trends  and  on  the  means  to  maintain  the  records  accurately.   The 
employer's  promised  actions  to  correct  the  deficiencies  shall  be 
recorded  and  no  citation  shall  be  issued. 

f.         Where  citations  are  issued,  penalties  shall  be  proposed  only  in  the 
following  cases: 

(1)  Where  OSHA  can  document  that  the  employer  was  previously 
informed  of  the  requirements  to  keep  records;  or, 

(2)  Where  the  employer's  deliberate  decision  to  deviate  from  the 
recordkeeping  requirements,  or  the  employer's  plain  indifference 
to  the  requirements,  can  be  documented. 

Requirements  for  a  Written  Plan  or  Certifi^tion:  General  Principles.    (Such  as 
requirements  in  the  Respiratory  Protection,  Confined  Spaces,  Bloodborne  Path- 
ogens  Lockout/  Tagout,  Personal  Protective  Equipment  Standards,  and  other 
Similar  Standards.)  The  following  general  principles  apply  to  issuance  of 
citations  for  violation  of  requirements  that  an  employer  prepare  a  written  plan 
or  certification  to  address  a  hazard.   In  each  of  the  situations  discussed  below: 
(1)  the  employer  is  covered  by  a  standard  that  requires  a  written  plan  or  certi- 
fication to  address  a  hazard,  (2)  OSHA  finds  that  the  written  plan  or  certifi- 
cation is  missing  or  deficient,  and  (3)  the  violation  is  not  willful. 

a.         When  the  employer  has  failed  or  is  likely  to  fail  to  follow  protective 
measures  required  by  the  standard  in  a  manner  that  is  related  to  the 
deficiency  in  the  plan,  so  that  employees  are  exposed  to  a  risk  of 
serious  harm,  a  citation  for  a  serious  violation  of  the  standard  with  a 
•penalty  shall  normally  be  issued.    Penalties  shall  be  proposed  in  accor- 
dance with  an  assessment  of  the  exposure. 
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When  the  employer  has  followed  the  proper  protective  measures 
required  by  the  standard,  and  it  is  unlikely  that  the  deficiency  in  the 
plan  will  result  in  failure  to  follow  proper  practices  in  the  future,  a 
citation  for  an  other-than-serious  violation  with  no  penalty  shall 
normally  be  issued.   In  addition,  the  employer  shall  be:  (1)  provided 
literature  to  assist  it  in  developing-a  proper  written  plan,  and  (2) 
informed  of  possible  penalties  for  subsequent  violations. 

When  a  standard  requires  an  evaluation  of  a  potential  hazard  in  the 
workplace,  and  the  employer  has  failed  to  conduct  the  evaluation,  but 
no  such  hazard  exists  or  could  reasonably  be  anticipated  in  the  future  in 
the  employer's  workplace,  or  the  hazard  could  not  be  present  at  a  level 
to  present  a  risk  to  employees,  no  citation  shall  be  issued. 

When  the  employer  has  complied  fully  with  a  requirement  in  a  standard 
(e.g.,  for  taking  particular  protective  measures,  for  an  evaluation,  or 
for  training),  except  that  the  employer  has  failed  to  make  a  required 
written  certification  that  the  action  was  taken,  no  citation  shall  be 
issued.   The  requirement  for  a  certification  and  the  reasons  for  the 
requirement  shall  be  explained  to  the  employer  and  the  action  noted  in 
the  case  file.    The  employer  shall  also  be  informed  of  possible  penalties 
for  subsequent  violations. 

When  the  employer's  written  plan  to  address  a  hazard  is  deficient,  it 
will  ordinarily  be  appropriate  to  issue  one  citation  for  all  of  the  defi- 
ciencies in  the  plan.   In  rare  instances,  the  specifics  of  a  case  may 
indicate  that  citing  each  deficiency  separately  may  be  warranted.    In 
such  cases,  a  careful  review  of  the  facts  and  objectives  behind  all 
citation  items  must  be  conducted.   These  cases  typically  would  enter 
the  litigation  case  selection  process.   The  total  penalties  for  plan 
deficiencies  shall  not  exceed  the  penalties  that  would  be  imposed  for 
complete  lack  of  a  plan,  unless  the  case  meets  the  requirements  of 
OSHA  Instruction  CPL  2.80  and  the  current  litigation  case  selection 
criteria. 
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4.         Requirements  for  a  Written  Plan  or  Certification:  Examples. 

a.  Permit  Required  Confined  Spaces  (1910.146). 

(1)  When  an  employer  did  not  perform  an  evaluation  of  the  work- 
place to  determine  whether  there  were  permit  required  confined 
spaces  that  would  be  subject  to  the  standard,  and  no  such  spaces 
are  discovered  during  the  inspection,  no  citation  shall  be  issued. 

(2)  When  an  employer  did  not  perform  an  evaluation  of  the  work- 
place to  determine  whether  there  were  permit  required  confined 
spaces  that  would  be  subject  to  the  standard,  and  such  hazardous 
spaces  are  discovered  during  the  inspection,  a  citation  with 
penalty  shall  normally  be  issued. 

b.  Personal  Protective  Equipment  (1910. 132). 

(1)  When  an  employer  carries  out  the  required  assessment  of  work- 
place hazards  and  determines,  correctly,  that  there  are  no 
hazards  which  require  personal  protective  equipment,  but  has 
not  completed  the  required  documentary  certification  of  the 
assessment,  no  citation  shall  be  issued. 

(2)  When  an  employer  carries  out  the  required  assessment  of  work- 
place hazards  and  determines,  correctly,  that  there  are  hazards 
which  require  personal  protective  equipment  and  has  provided 
the  appropriate  PPE,  but  has  not  completed  the  required  docu- 
mentary certification  of  the  assessment,  no  citation  shall  be 
issued. 

(3)  When  an  employer  has  failed  to  conduct  the  required  assessment 
and  does  not  provide  personal  protective  equipment  needed  to 
guard  against  a  serious  risk  of  eye  injury,  a  citation  with  penalty 
shall  normally  be  issued. 

c.  Lockout/Tagout  (1910.147).    An  employer's  lockout  procedures  incor- 
rectly call  for  use  of  control  circuitry  rather  than  acceptable  energy 
control  devices  during  covered  servicing  or  maintenance  procedures.    A 
citation,  with  penalty,  shall  normally  be  issued. 
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5-         Hazard  Communication  (1910.1200  and  1926.59). 

a.  Where  employees  are  exposed  or  potentially  exposed  to  a  hazardous 
chemical;  and  labeling,  MSDS,  chemical  inventory,  and  training 
requirements  are  met;  but  there  is  no  written  plan;  then  violations  of 
1920.1200(e)  shall  be  noted  as  De  Minimis  and  no  citations  shall  be 
issued. 

b.  Where  employees  are  exposed  to  a  hazardous  chemical  and,  for 
example,  they  did  not  receive  the  information  necessary  to  safely 
handle  or  use  the  substance,  and  the  employer  had  developed  no  written 
program  (or  a  deficient  one),  one  citation  item  shall  be  issued  for  the 
grouped  violations  of  (1)  lack  of  written  program,  and  (2)  the  most 
directly  applicable  portion  of  the  standard. 

EXAMPLE:    Where  employees  were  exposed  to  a  hazardous  substance 
because  the  appropriate  control  measures  had  not  been  covered  in 
training,  and  where  there  was  no  written  plan,  violations  of 
1910.1200(e)  and  1910.1200(h)(2)(H)  shall  be  grouped  to  make  one 
citation  item. 

c.  For  specific  guidance  on  the  application  of  the  Hazard  Communication 
Standard  to  consumer  products  and  ankles,  refer  to  the  March  21, 
1995  memorandum  to  Regional  Administrators  from  John  B.  Miles,  Jr., 
Director,  Directorate  of  Compliance  Programs.   This  memorandum  is 
included  as  Appendix  A  of  this  instruction. 

d.  Violations  of  the  Hazard  Communications  standard  are  normally  to  be 
grouped  into  a  single  citation  item. 

H-        Federal  Proeram  Change.    This  is  a  Federal  Program  Change  that  impacts  State 
Programs. 

1  •         The  RA  shall  ensure  that  this  change  is  promptly  forwarded  to  each  State 

designee  using  a  format  consistent  with  the  Plan  Change  Two- Way  Memoran- 
dum in  Appendix  A,  OSHA  Instruction  STP  2.22A,  State  Plan  Policies  and 
Procedures  Manual. 
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2.         The  RA  shall  explain  the  content  of  this  change  to  the  State  designees  and 
coordinate  appropriate  training. 

3  States  are  encouraged,  but  not  required,  to  adopt  an  identical  or  alternative 

policy.    States  shall  be  asked  to  provide  preliminary  notification  to  the  RA 
within  30  days  from  the  date  of  this  instruction  of  their  intent  to  (1)  adopt  a 
parallel  policy;  (2)  defer  adoption  pending  evaluation  of  the  new  Federal 
policy  and  continue  to  utilize  current  procedures;  or  (3)  develop  an  alternative 
policy.   The  State  shall  formally  respond  to  this  change  with  an  indication  of 
their  intent  within  70  days  in  accordance  with  paragraph  I.l.a.(2)(a)  and  (b), 
Chapter  m  of  Part  I  of  the  SPM.    (If  the  States'  30-day  notification  is  in 
accordance  with  Part  I,  Chapter  ffl,  I.l.a.(2)(b),  this  will  fulfill  the  70-day 
requirement.)   A  State  Plan  supplement  documenting  State  adoption  of 
identical  or  equivalent  policies  with  regard  to  the  policies  and  procedures  in 
this  instruction  shall  be  submitted  within  six  months  from  the  date  of  this 
instruction  or  upon  State  adoption  of  the  policy. 

4.  State  designees  also  may  wish  to  include  alternative  policies  in  a  pilot  Perfor- 
mance Agreement  to  be  negotiated  between  the  State  and  the  RA  and  approved 
by  the  Assistant  Secretary.   Such  agreements  shall  define  interim  indicators  of 
effectiveness  and  the  results  anticipated  from  a  successful  policy. 

5.  The  RA  shall  review  policies,  instructions,  and  guidelines  issued  by  the  State 
and  monitor  their  implementation  as  provided  in  a  Performance  Agreement  or 
through  routine  monitoring  focusing  on  impact  and  results. 


/(.     Dz^lT- 


Joseph  A.  Dear 
Assistant  Secretary 


Distribution:  National,  Regional  and  Area  Offices 

All  Compliance  Officers 
State  Designees 

NIOSH  Regional  Program  Directors 
Consultation  Project  Managers 
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Appendix  A. 

Match  21, 1995 

Memo-To;       AIL  REGIONAL  ADMINISTRATORS 

Promt  JOHN  B.  MILES  JR,  DIRECTOR 

DWECTORATE  OF  COMPLIANCE  PROGRAMS 

Hazard  Conwisailcadon  Standard:  Docwnantation  of  Citations 
lariated  to  the  Exposure  to  Hazardoua  Substances  and  Consumer 


This  monxxandum  provides  dartBeatton  and  outdance  for  the  Hazard  Conanafcaflon 
Standard.  (HCS)  29  CFR  19iai200,  1915.1200,  191728,  1918-90,  and  192459. 
whan  spotted  to  the  standard's  provisions  for  exemptions  of  consumer  products  and 
a  tides. 

OSHA  has  reviewed  Rs  enforcement  history  with  respect  to  instances  where  the 
consumer  product  safety/hazardous  substance  (19iai200(b)Gx))  or  article 
(19iai200(bXv))  exempUoni  could  have  been  appied.  HCS  cSaflons  have  been 
teusd  far  materials,  such  as  brides,  rebsr.  lubricating  oBs,  wahflng  rods  and 
dtehwashlnqBquldwMhoUadsojustodocurnena^ 

h«afdou*  chemical  or  that  their  use  fails  to  mset  OSHA's  consumer  product 
exemption.  It  is  not  the  intent  of  toe  standard  that  we  issue  dtaoons  far  consumer 
products  and  articles  except  far  eandjfans  of  use  that  greatly  sxosedtrosec<  a  rwrmal 
consumer  or  are  outside  toe  produces  normal  intended  use.  As  a  matter  of  poficy, 
OSHA  Canpfiance  Officers  shaU  not  issue  HCS  cttstlora  far  corexnxvprcdutte  unless 
there  is  documentation  tost  exposures)  causing  seriajslrtfurytf  Oram  am  occurring. 
Please  be  aware  that  exposure  Is  defined  in  the  HCS  to  todudspctertiai  exposure. 

The  psrtanpancsKStontsd  nature  of  HCS  makm  ft  clifflcuft  to  elrewctoar,  exact  knee  far 

toetwrnborofttnoaaccrauusi  product  or  the  dreumstarxaieurKter  which  an  artcte 

£"  bT.tmd  Mor*  *•  Pravfatons  of  the  nie  apery.    During  toe  course  of  an 

Inspection,  to  Juaflfy  a  caatton,  ft  is  imparaa^fla«toacoaAiaanneffkardooumantflwi 

ernptayse  use  sf  «  consumer  product  ccr4airang  raesidc^  ir«rsdkirte  at  rss  ct  rar 

worttptoeefaauchtoattraquencyorduratk^ 

would  concede  to  be  normal  conaumar  use  in  a  home  or  household  environment 

SaittatomwnaraerigtoysausaofacDneumarp^^ 

would  uss  a  product  or  where  toe  hazardous  crwiscd  under  conskkxatxn  rnsets  the 

tfaftnWcn  of  an  erode  shaft  not  be  died  as  a  violation  of  HCS. 

To  ensure  toat  cftabdns  of  HCS  far  consumer  products  are  appropriate,  toe  following 
•Jernento  must  be  included  as  documentation  to  tos  esse  file: 

1.     Doeumsmwhalira^maalm 

^toa  container  UJjetedw^aisbsitratttajt^totareouteltomoftoe 
Consume]  Product  Safety  Act? 

1     Pjgyrtfo»hazardouichernk^8)BreseMhtwto 

•nxjoyasa  warn  exposed  to.  Does  tos  chsmlcsl  preaant  an  acute  or  chronio 
hazard?  Wfa*  tr»  charred  c«  toe  sroptoyers  hamdo^ 

A-l 


25-051     96-16 
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3.  Documertth*  duration  of  use,  the  period  of  tone  the  chemfcal  was  used  during 
thaworkshrfl  and  week.  Did  It  greatly  exceed  normal  or  expected  use  by  a 
consumer? 

4.  Docurant  the  frequency  or  patterned  use.  Did  R  greatly  exceed  normal  or 
expected  use  by  a  consumer? 

6.     Docunantthe  purpose  of  use.  Wee  the  consumer  product  used  as  recommended 
by  fte  Manufacturer  or  proscribed  by  tt^  manufacturer? 

6.  Dccumerttrt»mamerrfuse;waathecon»un»prcdudusedtnacor^ 
form  or  solution?  VVt^amajnt(Le^tr)eaer«crgraTO)efthecr»emlealwaa 
used? 

7.  Attach  the  MSDS,  where  available,  far  the  dted  product  Le^  to  ft  defined  as  a 
hazardous  chemical;  what  to  Rs  intended  use(s)? 

When  caJng  HCS  violations  involving  consumer  products,  identify  in  the  dtafion  the 
speeffio  hazardous  chemical  and  Ihe  exmcertratien  of  u^  hazardous  dierrtai  present 
In  the  consumer  product  In  adcSBon,  the  frequency  and  durerjanof  use  that  resulted  in 
exposures  slejrstentty  greater  Iran  those  of  a  consurr^  inust  be  otoanentad.  The 
Agency  shafl  not  issue  any  cftatJons  simply  stating  that  Tglua"  w /Vfehwashino  Squid" 
was  the  hazardous  efcemlcaL- 

in  a  simBar  fashion,  far  HCS  violations  involving  manufactured  Bams  or  commercial 
products  which  under  normal  condRtona "of  use  mayTelease  harardew  chemicals  and 
do  not  meet  the  criteria  of  the  "arocJe"  exemption  (1910.1200(e)),  the  spedfio 
hazardous  ehemieai  idenflned  in  the  spedffo  Bern  sriafl  r»  c«cra»ed  In  tr«  cttatioa  In 
the  case  of  mixtures,  the  concentration  of  the  spectao  hazardous  chemieaia  shafl  be 
toduded  In  the  cftatJon.  For  exempts,  Ihe  Agency  she!  net  issue  any  eRabcns 
apedncaffy  far  brick.  to.  tat  case,  eompOanee  officers  shall  identify  the  spedfio 
hazadous  cnemfeaJ,  such  as  s&ca,  present  In  the  Ram,  the  cencentrafion  of  Ihe 
apedfte  hazardous  oriental  In  the  Ram,  the  product  name  of  toe  Rem,  the  spedtie 
operaflaXsl  where  an  employee  is  or  may  be  exposed  to  e  physical  or  rtoaRh  hazard 
and  the  duration  of  employee  exposure. 


To  ensure  tost  cRatJons  of  HCS  tor  Rams  that  appear  to  be  -artictesr  (rebar,  bricks, 
structural  steel  beams,  ass.)  are  appropriate,  toe  fallowing  elemerRs  must  be  Induced 
ea  documentaion  in  the  case  Sec 

1.  Document  the  hazardous  cnernteaKs)  and  toe  u<ic«ftatlcnthatwaarjresent1n 
toe  Rem  that  emctaees  were  exposed  to.  Was  toe  dierrfcal  oh  toe  employer's 
haiauh  me  chemical  invantory? 

2.  PocumantlheacpMBsacyopstaataraTe^ 

raaardoaidwnk^s)totoaaamaftdtoeAsa*fcmrfuse. 

3.  Attach  tnsMSDS,  where  wnalaNa,  tor  tt^  coed  product  le^  (toes  ft  define  Res  a 
hazardous  dierrtaJand  any  statements  of  Rs  Sntonaed  use(s)? 

In  summary,  toe  spedfio  hazardous  chemical  ktontty  shall  be  provided  In  any  HCS 
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cfatton.  TtmcaammdU  or  product  name  shall  not  be  used  by  ttsoif  to  Idenffly  a 
hazardous  chemical.  IT  (he  hazardous  chemical  to  an  ingredtof*  In  a  mbdure, 
caaptance  officers  ahaB  identity  in  the  cBation  the  spedDo  hazardous  chemkalfs) 
pnmtimd  the  rolattw  concecaiatton(a)  of  the  chanfcaKs)  in  the  rnbtture.  InaddHon, 
thoepocateopeiaiioreymemanamployooborrnayboBxposedto^ 
hazard  and  the  duration  of  employee  exposure  shaQ  also  be  ioantHsd. 

Should  you  have  any  questions  regarding  this  issue,  ptoase  eel  Tom  Cahmi  h  the 
Office  of  Health  Compliance  Assistance  at  (202)  2194038. 


Zl 
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Mr.  Istook.  But  despite  that,  looking  through  the  list  of  the  top 
25  citations,  in  the  most  recently  completed  fiscal  year,  indicates 
that  the  most  common  predominant  citations  remain  those  on  pa- 
perwork rather  than  those  that  actually  address  a  safety  hazard  or 
a  safety  situation,  that  the  number  one  violations  were  the  paper- 
work violations.  .  . 

If  that  is  still  the  case  for  the  fiscal  year  that  just  finished,  Sep- 
tember the  30th,  and  again,  I'm  trying  to  distinguish  between  the 
rhetoric  and  activity,  maybe  it  would  help  to  know,  do  you  monitor 
your  inspectors  that  either  go  out  to  the  location  or  that  request 
that  information  be  sent  back  in  so  that  there  is  some  sort  of  m- 
office  analysis,  do  you  track  how  much  of  their  time  is  actually 
spent  on  paperwork  versus  the  actual  inspections  of  the  work  areas 
themselves?  Do  you  track  that  information? 

Mr.  Dear.  We  do  track  inspector  time,  that  is,  time  spent  in 
doing  the  inspections  in  the  work  place. 

Mr.  Istook.  Do  you  break  it  down  for  how  much  of  that  is 

Mr.  Dear.  How  much  we  did  on  a  records  review 

Mr.  Istook  [continuing],  paperwork  as  opposed  to  how  much  is 
actually  inspecting  the  physical  facilities,  the  work  areas?  Do  you 
distinguish  between  those? 

Mr.  Dear.  I'm  not  sure  we  get  to  quite  that  level  of  detail. 

Mr  Istook.  How  can  you  know  that  your  attitudinal  change  is 
taking  root  if  you  categorize  the  time  spent  going  through  the  pa- 
perwork as  the  same  as  looking  at  actual  safety  issues? 

Mr.  Dear.  Well,  we've  surveyed  employers  through  independent 
parties,  actually  asked  about  inspector  performance.  But  I  need  to 
take  exception  to 

Mr  Istook.  Well,  let  me  just  finish  the  comment  on  that.  Be- 
cause if  you're  not  tracking  that,  I  don't  know  what  kind  of  way 
you  have  of  measuring  what  you  describe  as  a  change  in  attitude, 
if  employers  continue  to  find  that  the  paperwork  violations  seem  to 
generate  the  most  citations  and  you  don't  distinguish  between  your 
inspecting  time  spent  on  the  paperwork  as  opposed  to  an  actual 
issue  of  safety.  I'm  just  amazed  that  you  haven't  done  that. 

Mr.  Dear.  Well,  first,  you  don't  need  to  look  at  time  to  determine 
whether  or  not  we've  made  a  change  with  respect  to  enforcement 
of  paperwork.  We  can  look  at  the  actual  citations  issued  and  see 
whether  they're  going  up  or  down.  And  we  do  look  at  that. 

It  is  true  that  the  most  frequently  cited  violation  overall  in 
OSHA  is  still  hazard  communication.  But  that's  a  standard  that 
applies  to  every  work  place.  I  mean,  fall  protection  doesn't  apply 
in  settings  outside  of  construction,  for  example. 

Mr.  Istook.  But  you  still . 

Mr.  Dear.  But  that's  important.  That  says,  youve  got  a  right  to 
know  about  toxic  substances  you  work  with.  And  we've  issued  di- 
rectives about  making  sure  that  household  products  and  other 
things  aren't  covered  there. 

But  the  second  most  frequently  cited  violation  is  lockout-tagout, 
to  keep  machines  from  unexpectedly  operating  and  killing  or  maim- 
ing workers.  The  third  is  scaffolding,  the  fourth  is  power  trans- 
mission  apparatus,   the   fifth  is   electrical   wiring,   then  machine 
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guarding,  personal  protective  equipment,  fall  protection,  electrical 
system  design,  and  abrasive  wheel  machinery.  That's  my  list  of  the 
top  10  this  year. 

In  1993,  the  top  cited  violation  was  hazard  communication  again, 
and  second,  hazard  communication  in  construction.  That's  now 
dropped  to  24.  Number  seven  in  1993  was  the  OSHA  log  and  sum- 
mary. That's  number  30  now.  Blood-borne  pathogens,  number  8  in 
1993,  is  number  22  in  1996. 

So  we  have  changed.  There's  been  an  overall  drop  of  paperwork 
violations  for  non-serious  issues  of  71  percent  in  six  years.  So  this 
is  an  area  where  we  are  producing  results. 

Now,  there  may  be  an  issue  about  what  is  paperwork.  To  me,  not 
keeping  a  log  and  not  having  injuries  is  not  a  serious  violation.  But 
failing  to  have  a  program  which  describes  how  machinery  is  locked 
and  tagged,  so  that  it  doesn't  unexpectedly  turn  on  and  kill  some- 
body, is  not  a  paperwork  violation.  That's  integral  to  effective  com- 
pliance with  the  standard. 

Mr.  Istook.  Well,  Mr.  Dear,  as  I  understand  it,  for  example,  the 
HAZCOMM  generated  10,511  citations  in  the  most  recent  fiscal 
year.  And  the  one  that  was  in  second  place,  I  think  you  said  it  was 
lockout-tagout,  was  only  half  as  many.  So  again,  the  major  viola- 
tion is  still  twice,  the  paperwork  violation  is  still  twice  as  much  as 
the  second  one. 

And  certainly  we  have  experienced  through  what  happened  with 
Dayton  Tire  in  Oklahoma  City  on  the  OSHA  interpretation  of  lock- 
out-tagout. And  when  you  went  to  court,  the  Federal  judge  could 
not  agree  with  you.  After  a  major  P&R  scare  campaign  in  Okla- 
homa City  that  brought  Secretary  Reich  there  personally.  And  if 
you  haven't  read  it  recently,  I  can  dig  back  out  the  Federal  judge's 
opinion  about  what  OSHA  was  able  to  prove  compared  to  what  it 
claimed. 

Mr.  Dear.  Well,  the  judge  ruled  with  respect  to  imminent  dan- 
ger. We're  still  in  contest  over  the  issues  of  the  substantive  viola- 
tion. 

Mr.  Istook.  The  point  is,  OSHA  claimed  a  lot  more  than  it  was 
able  to  prove. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Istook. 

Ms.  Pelosi. 

REINVENTION  INITIATIVES 

Ms.  Pelosi.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Dear,  welcome,  thank  you  for  your  testimony.  More  impor- 
tantly, thank  you  for  your  leadership  and  the  excellent  job  that  you 
are  doing  at  OSHA. 

Mr.  Dear.  Thank  you  very  much. 

Ms.  Pelosi.  OSHA  is  a  place,  I  think,  that  deserves  our  atten- 
tion. Because  it's  about  the  morale  of  the  American  worker.  Their 
health  and  safety  in  the  work  place  is  important  to  our  country. 
And  I  think  it's  important  that  we  have  Federal  standards  in  that 
regard.  So  I  appreciate  the  work  that  you  do. 

It's  clear  from  your  testimony  and  your  answers  to  questions  that 
you  are  engaged  in  some  reinvention.  And  I  wondered  if  there  was 
anything  you  want  to  add  to  what  you've  already  said  on  that  sub- 
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ject  about  any  downsizing?  I  guess  that's  not  the  word  I  should  be 
using,  but  any  efficiency  measures  that  you  are  incorporating  into 
OSHA? 

Mr.  DEAR.  Well,  we  certainly  hope  it's  not  downsizing. 

Let  me  thank  you,  Congresswoman,  for  your  assistance  in  the  ap- 
propriation process.  It's  deeply  appreciated.  And  what  we  have  now 
for  1996  means  we  can  go  forward  and  do  a  better  job  protecting 
workers  and  helping  employers  protect  their  workers. 

Ms.  PELOSI.  I  appreciate  your  saying  that.  I'm  particularly 
pleased  to  hear  an  interest  from  our  colleagues  about  NIOSH.  And 
I'm  also  pleased  that  that  figure  was  brought  up  to  the  appropriate 
level.  We  regretted  the  cuts  there,  it  being  so  important  to  your 
work  to  have  the  good  science  on  which  to  base  your  work. 

But  Mr.  Dear,  if  you  would  tell  us  about  your 

Mr.  Dear.  The  new  OSHA  initiatives,  the  reinvention  program, 
has  three  primary  parts.  First,  we  offer  employers  a  choice  between 
enforcement  or  partnership.  We  have  tried  to  improve  the  enforce- 
ment both  by  targeting  the  most  serious  hazards  and  assuring  that 
there  are  serious  consequences  for  serious  violators,  as  well  as  by 
offering  partnerships,  recognition  of  excellence  through  the  vol- 
untary protection  program,  and  developing  State  specific  efforts 
like  we've  done  in  Maine,  New  Hampshire,  Wisconsin  and  other 
States. 

The  second  part  of  the  program  is  common  sense  in  standards. 
I've  talked  about  how  we  have  used  negotiated  rulemaking  to  bring 
the  parties  who  are  most  knowledgeable  and  most  interested  to- 
gether to  help  us  develop  standards.  And  we've  had  a  major  success 
with  the  steel  erection  standard  in  that  regard. 

We  also  used  a  facilitated,  cooperative  approach  in  the  record- 
keeping proposals  which  are  currently  before  the  public.  This  is  a 
proposal  which  would  reduce  by  130,000  the  number  of  small  busi- 
nesses that  would  have  to  keep  OSHA  records.  It  would  reduce  the 
cost  of  compliance  by  $4  million  and  improve  the  quality  of  the 
data  we  have  to  target  our  resources  and  to  measure  our  program 
impacts. 

Finally,  we  talked  about  how  we're  changing  how  we  manage 
OSHA  itself,  changing  the  culture  of  it.  We  allow  those  people  who 
work  at  OSHA  to  make  the  most  of  their  talents  and  their  commit- 
ment to  worker  health  and  safety,  to  enforce  where  that's  appro- 
priate, to  use  data  to  target  those  resources,  but  also  to  work  with 
employers. 

ERGONOMICS 

Ms.  PELOSI.  I  appreciate  that.  Thank  you  very  much  for  the 
record. 

Now,  as  you  know,  Mr.  Dear,  the  1996  appropriation  bill  includes 
a  rider  prohibiting  OSHA  from  issuing  proposed  or  final  regula- 
tions on  ergonomics.  The  rider  even  prohibits  voluntary  guidelines. 
Given  that  the  problem  appears  to  be  growing,  what  is  your  view 
on  developing  voluntary  guidelines  and  how  would  businesses  re- 
spond to  such  voluntary  guidelines,  in  your  view? 

Mr.  Dear.  From  my  own  experience  in  meeting  with  employers, 
I  know  that  injuries  caused  by  repetitive  motion  are  a  serious  prob- 
lem and  a  concern  to  employers.  I  met  with  one  after  a  presen- 
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tation  I  made  here  on  the  Hill  for  a  constituent  gathering.  And  the 
employer  specifically  asked  me,  aren't  there  some  guidelines, 
couldn't  you  give  me  some  help?  And  I  had  to  say,  well,  I  would 
very  much  like  to  do  that,  but  unfortunately,  I  cannot. 

There  continues  to  be  an  escalation  in  the  number  of  workers 
who  suffer  disabling  injuries  as  a  result  of  poor  work  design.  There 
are  numerous  examples  of  employers  who  have  improved  work  de- 
sign, reduced  injuries  and  illnesses  and  reduced  the  associated  ex- 
pense. I  was  in  a  work  place  two  weeks  ago  in  New  Hampshire. 
And  all  that  the  joint  health  and  safety  committee  wanted  to  show 
me  were  their  interventions  where  they  had  applied  ergonomic 
principles  and  made  the  jobs  safer. 

I  believe  that  employers  are  paying  a  great  deal  of  attention  to 
ergonomics,  because  OSHA  in  the  past  has  made  enforcement 
under  the  general  duty  clause  and  development  of  the  standard  a 
major  priority.  Now,  employers  know  we  can't  develop  the  standard 
and  we  can't  issue  guidelines.  I'm  very  concerned  that  the  result 
of  this  is  going  to  be  needless  injury  of  workers  and  needless  ex- 
pense for  employers. 

I  would  hope  that  we  will  be  able,  by  doing  something  like  a  peer 
reviewed  risk  assessment  of  the  data  we  have  to  date,  to  dem- 
onstrate that  this  is  a  real  problem,  that  there  are  practical,  eco- 
nomical, feasible  solutions,  and  that  OSHA  should  be  able  to  move 
forward  on  this.  But  it's  very  frustrating  to  know  there's  a  big 
problem  and  to  be  prevented  from  helping  to  deal  with  it. 

BALLENGER  BILL 

Ms.  PELOSI.  I  was,  I'm  not  sure  if  this  is  so,  but  I  understand 
that  the  legislation  introduced  by  our  colleague  Congressman 
Ballenger  is  going  through  some  revision.  Some  of  us  considered  it 
another  example  of  extremism  in  this  Congress.  And  I  wondered  if, 
I'm  hopeful  that  the  word  that  is  out  there  that  maybe  it's  going 
to  be  tempered  a  bit  is  so. 

Has  the  authorizing  committee  consulted  OSHA  about  the 
Ballenger  legislation,  and  could  you  talk  about  it  for  us? 

Mr.  Dear.  Prior  to  its  introduction  in  markup,  the  Administra- 
tion did  not  have  the  opportunity,  was  not  invited  to  provide  its 
views  on  Mr.  Ballenger's  newest  legislative  proposal.  He  was  writ- 
ten the  Secretary  and  asked  for  comments,  and  we  are  preparing 
a  response  and  will  deliver  it  to  him  soon. 

It's  one  thing  to  say  a  proposal  only  does  what  the  Administra- 
tion's doing  in  light  of  common  sense  reinvention  to  improve  the  ef- 
fectiveness of  worker  health  and  safety  protection.  It's  altogether 
different  to  write  it  down  in  statute.  This  Administration  has  said 
from  the  highest  level  it  would  not  support  changes  to  the  Occupa- 
tional Safety  and  Health  Act  which  would  reduce  the  protection  of 
workers  in  this  country.  Mr.  Ballenger's  newest  bill  would  do  that 
in  the  area  of  standards  and  also  in  certain  enforcement  areas.  And 
it's  therefore  not  a  proposal  which  we  could  support  at  this  time. 

REDUCTIONS  IN  INJURY  RATES 

Ms.  Pelosi.  I  see  I  have  a  little  more  time. 

Then  I'd  like  to  follow  up  on  your  recent  reinvention  initiatives 
that  you  addressed,  choice,  common  sense  and  how  you  manage 
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OSHA.  Can  you  give  examples  of  how  these  initiatives  have  helped 
reduce  work  related  injuries  and  illness? 

Mr.  Dear.  Yes.  Our  office  in  Atlanta  identified  the  poultry  indus- 
try in  the  State  of  Georgia  as  an  industry  with  very  high  rates  of 
injury  and  illness.  They  identified  all  the  poultry  employers  in  the 
State,  offered  them  the  partnership  or  enforcement  choice.  A  num- 
ber said,  go  away,  and  they  received  compliance  inspections.  And 
others  said  they  wanted  to  work  with  us.  An  enormous  amount  of 
hazards  have  been  identified  and  are  being  corrected  in  these  es- 
tablishments, and  that  is  driving  down  injury  rates  in  that  indus- 
try. 

In  the  State  of  Wisconsin,  we  have  a  program  called  Wisconsin 
200,  built  on  the  cooperative  compliance  model  that  we  developed 
in  Maine.  Two  hundred  employers  were  identified  as  having  high 
rates  of  injury  in  manufacturing  settings.  We  wrote  to  all  of  them. 
One  hundred  eight  improved  their  rates  so  much  before  we  in- 
spected that  they  dropped  out  of  the  program.  Those  employers 
within  a  year  saw  a  10  percent  reduction  in  their  injury  rate  as 
noted  on  their  OSHA  200  logs. 

I  mentioned  earlier  that  in  St.  Louis  we  reached  out  to  the  home- 
building  industry  to  prevent  falls  from  roofing  operations.  Six 
months  after  that  outreach  program  was  commenced,  the  injury 
rate  fell  74  percent.  There  are  examples  like  this  all  across  OSHA 
where  we're  working,  and  particularly  in  those  areas  where  we 
have  redesigned,  where  we  are  doing  the  complete  reengineering  of 
our  field  offices. 

All  of  these  programs  share  a  common  element  in  that  they  com- 
bine enforcement  and  outreach,  and  they  use  data  so  that  we  can 
measure  the  impact  of  our  work. 

Ms.  Pelosi.  Thank  you,  Mr.  Dear. 

Thank  you,  Mr.  Chairman. 

DATA  SUPPORTING  ERGONOMICS  RULEMAKING 

Mr.  PORTER.  Thank  you,  Ms.  Pelosi. 

I  might  say  that  regarding  the  ergonomics  questions  that  you 
raised,  that  Dr.  Katz,  the  Director  of  NIAMS,  testifying  before  this 
committee  about  two  weeks  ago,  in  response  to  my  question,  "Dr. 
Katz,  what  is  the  state  of  science  on  repetitive  motion  injuries,  do 
we  know  enough  scientifically  for  the  Federal  Government  to  be 
promulgating  ergonomic  standards?"  Dr.  Katz:  "Not  yet.  Unfortu- 
nately, we're  not  at  that  stage  where  we  can  promulgate  certain 
suggestions  in  terms  of  what  we  should  do."  And  then  he  goes  on 
to  describe  the  magnitude  of  the  problem  and  carpal  tunnel  syn- 
drome and  tendinitis  and  other  similar  injuries. 

I  thought  that  might  be  of  some  interest  to  the  subcommittee. 

Ms.  Pelosi.  Can  we  have  a  response  from  Mr.  Dear  on  that? 

Mr.  Porter.  Yes,  if  you'd  like  to  respond  to  that. 

Mr.  Dear.  Well,  I  will  be  in  touch  with  Dr.  Katz.  There  are  some 
scientists  who  believe  that  the  data  is  not  there.  There  are  other 
scientists  who  believe  that  the  epidemiological  data  with  respect  to 
injury  in  the  work  place  is  available.  What  I  think  we  need  to  do 
is  what  Congress  specifically  authorized  us  to  do  in  the  rider  on 
ergonomics,  which  is  to  conduct  a  peer  review.  And  we'd  be  happy 
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to  invite  Dr.  Katz  and  his  organization  to  be  a  participant  in  that 
process. 

I'm  clearly  of  the  view  that  there's  enough  evidence  available 
that  there's  a  problem,  that  there  are  solutions,  and  that  there's 
science  to  back  it  up,  to  make  a  proposal.  I  also  want  you  to  know, 
Mr.  Chairman,  that  we  never  made  a  proposal.  I  never  even  asked 
the  Secretary  for  the  go-ahead  to  send  a  proposal  for  review  by  the 
Office  of  Management  and  Budget.  We  were  still  in  the  back  and 
forth  stage,  trying  to  see  if  we  had  found  something  that  was  prac- 
tical, when  the  Congress  decided  to  intervene  and  stop  further  de- 
velopment of  a  proposal. 

I  hope  that  if  we  do  a  peer  review  we  can  help  refocus  the  debate 
on  the  nature  of  the  problem  and  the  nature  of  the  solution,  and 
see  if  we  can  find  a  way  to  move  forward. 

Mr.  Porter.  I  think  you'd  agree,  though,  Mr.  Dear,  that  we 
should  not  regulate  when  there  are  substantial  questions  of  science 
that  are  unresolved  by  some  of  the  most  eminent  experts  in  our  so- 
ciety. 

Mr.  Dear.  Well,  we  would  fail  to  meet  the  test  that  exists  in  the 
statute  for  demonstrating  significant  risk  if  that  much  doubt  ex- 
isted. I  noted  Dr.  Katz  wasn't  familiar  with  OSHA's  work  at  the 
time  you  asked  him,  and  I  would  hope,  given  an  opportunity  for 
him  or  his  staff  to  look  at  what  we've  done,  that  we  might  bring 
to  his  knowledge  the  information  we  have  been  using. 

Mr.  Porter.  That's  maybe  why  I  got  a  very  straight  answer  to 
the  question,  however. 

Ms.  Pelosi.  Mr.  Chairman? 

Mr.  Porter.  Ms.  Pelosi,  yes. 

Ms.  Pelosi.  I  would  just  like  to  say  why  I  think  voluntary  guide- 
lines are  important.  This  is  not  just  about  what  it  means  to  the 
worker.  Because  I  think  it's  very  important  to  the  worker  to  be  able 
to  work  under  circumstances  that  respect  what  the  challenge  is 
physically. 

But  it  also  is  an  assist  for  the  businesses,  because  they  have 
guidelines  which  are  their  protection.  So  it  not  only  helps  the  em- 
ployee, but  it  protects  the  employers.  So  this  is  something  that  we 
really  have  to  take  a  serious  look  at  from  both  sides  of  it. 

Mr.  Porter.  Again,  I  agree,  except  I  think  we  ought  to  be  very 
sure  that  we  know  what  we're  talking  about  before  we  do  it. 

Ms.  Pelosi.  Always. 

Mr.  Porter.  Mrs.  Lowey. 

federal  responsibility  of  osha 

Mrs.  Lowey.  Thank  you  very  much,  Mr.  Chairman. 

And  welcome.  I  would  like  to  recognize  OSHA  for  celebrating 
your  25th  birthday  of  the  agency.  And  I  would  just  like  to  say 
thank  you  to  the  hard  working  men  and  women  of  your  agency. 
Their  efforts  have  really  helped  our  workers  in  this  country.  When 
you  think  about  all  the  disabling  accidents  that  have  been  pre- 
vented because  of  your  work,  we  really  do  want  to  congratulate 
you. 

I  believe  before  I  came  in,  Mr.  Miller  questioned  whether  OSHA 
should  be  a  Federal  responsibility.  And  all  I  can  think  of,  when  it 
was  brought  to  my  attention — I'm  sorry  Mr.  Miller  isn't  here — is 
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how  difficult  it  would  be  to  run  a  major  company  across  State  lines 
if  health  and  safety  laws  varied  from  State  to  State.  Certainly  this 
is  an  area  where  national  standards  are  necessary  for  business,  as 
well  as  for  a  lot  of  other  reasons.  I  just  wanted  to  make  sure  that 
was  entered  into  the  record. 

Mr.  Dear.  I  appreciate  that.  I  heard  you  say  that  and  said,  gee, 
why  didn't  I  say  that  at  the  time.  That's  a  very  important  point. 

SMALL  BUSINESS  INITIATIVES 

Mrs.  Lowey.  I  can't  imagine  a  company  doing  business  if  there 
weren't  Federal  regulations  and  they  had  to  deal  with  different 
State  regulations. 

Also,  this  morning  I  had  the  opportunity  to  ask  your  Labor  De- 
partment colleagues  who  administer  the  pension  and  welfare  bene- 
fits and  employment  standard  programs  what  they  have  done  to 
make  regulations  less  onerous  to  small  business  without  sacrificing 
worker  protection,  of  course. 

I  was  pleased  to  hear  about  the  effort  this  Administration  is 
making  to  focus  on  common  sense  solutions  to  regulation  rather 
than  bureaucratic  ones,  what  I  like  to  call  good  Government  ap- 
proaches. In  fact,  your  agency  was  selected  for  a  competitive  inno- 
vations award  by  the  Ford  Foundation  and  the  Kennedy  School  of 
Government  last  year.  And  I  want  to  congratulate  you  on  that. 

Can  you  discuss  OSHA's  efforts  to  make  compliance  less  onerous 
to  small  business  and  your  efforts  at  common  sense,  good  Govern- 
ment solutions? 

Mr.  Dear.  We've  issued  directives  regarding  how  minor  paper- 
work violations  should  be  interpreted.  The  consequence  of  that  has 
been  an  enormous  reduction,  a  virtual  elimination  of  citations  for 
failing  to  have  an  OSHA  poster  up.  I've  seen  a  large  reduction  in 
the  number  of  citations  for  hazard  communication  by  grouping  vio- 
lations, not  individually  separating  them  out. 

We've  asked  small  business  to  participate  in  the  development  of 
policies  which  affect  small  businesses  in  our  rulemaking  to  improve 
recordkeeping.  As  I  mentioned  earlier,  our  proposal  for  record- 
keeping would  exempt  130,000  small  businesses  from  the  require- 
ment to  keep  OSHA  logs. 

We're  asking  in  this  budget  for  substantial  support  to  enable  us 
to  rewrite  OSHA  standards  into  plain  language.  And  we've  passed 
out  a  paper  which  demonstrates  the  concept.  We  really  can  make 
these  much  easier  to  understand.  Other  portions  of  our  budget  re- 
quest would  allow  us  to  make  this  kind  of  information  available 
through  the  Internet,  through  electronic  means,  to  those  firms  that 
have  that  ability,  allowing  them  to  get  information  directly. 

We've  written  computer  programs  on  standards  like  asbestos  and 
cadmium,  computer  programs  that  walk  employers  through,  step 
by  step,  do  you  do  this,  do  you  do  that,  well,  then.  And  this  soft- 
ware has  been  downloaded  thousands  of  times.  It's  available  free, 
at  no  cost.  And  it's  specifically  aimed  to  help  the  smaller  employer 
that  doesn't  have  the  resources  to  have  a  specialized  health  and 
safety  department. 

We  will  next  month  begin  field  testing  a  new  penalty  policy,  a 
complete  overhaul  of  OSHA's  penalty  policy.  It  will  expand  the  re- 
duction in  penalties  for  the  smallest  employers.  It  will  increase  the 
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reduction  of  penalties  for  employers  with  effective  health  and  safe- 
ty programs. 

Finally,  this  budget  request  for  1997  asks  for  40  FTE,  specifically 
to  become  small  business  advisors,  not  enforcement  staff,  but  to 
provide  compliance  assistance.  A  couple  would  be  for  headquarters 
here  in  DC  and  38  would  be  available  around  the  country.  So  that's 
just  a  few  examples  of  how  we're  trying  to  assist  smaller  employers 
with  improving  work  place  health  and  safety. 

Mrs.  Lowey.  That's  very  helpful.  And  I'd  appreciate  it  if  you 
could  submit  those  changes  and  other  common  sense  procedures 
which  you've  put  in  place  for  the  record  and  share  it  with  other 
members  of  the  committee. 

[The  information  follows:] 

Common  Sense  Changes  at  OSHA 

The  three  major  principles  of  the  New  OSHA  are:  1)  the  OSHA  will  change  its 
fundamental  operating  paradigm  from  one  of  command  and  control  to  one  which 
provides  employers  a  real  choice  between  a  partnership  and  a  traditional  enforce- 
ment relationship;  2)  that  OSHA  will  change  its  approach  to  regulations  by  identify- 
ing clear  and  sensible  priorities,  focusing  on  key  building  block  rules,  eliminating 
or  fixing  out  of  date  and  confusing  standards,  and  emphasizing  interaction  with 
business  and  labor  in  the  development  of  rules;  and  3)  that  OSHA  will  change  the 
way  it  works  on  a  day-to-day  basis  by  focusing  on  the  most  serious  hazards  and  the 
most  dangerous  workplaces  and  by  insisting  on  results  instead  of  red  tape. 

OSHA  is  implementing  these  principles  in  numerous  ways.  For  example  OSHA 
no  longer  measures  its  performance  by  the  number  of  inspections  and  citations,  or 
the  dollar  amount  of  penalties  collected.  These  performance  measures  had  created 
the  impression  among  employers  that  OSHA  inspectors  were  out  to  fill  "quotas,"  and 
would  search  for  trivial  violations  rather  than  focusing  on  serious  hazards.  The  New 
OSHA  is  measuring  its  performance  based  on  real  improvements  in  worker  safety 
and  health.  OSHA  is  looking  for  declines  in  the  number  of  workers'  compensation 
claims  filed,  lowered  occupational  injury  and  illness  rates,  and  fewer  workplace  fa- 
talities. 

Another  example  of  the  New  OSHA  at  work  is  the  change  in  OSHA's  policy  on 
paperwork  violations.  Citations  for  the  most  common  paperwork  violations  have  de- 
clined by  7 1  percent  over  the  past  six  years.  OSHA  used  to  issue  thousands  of  cita- 
tions (with  penalties)  every  year  for  failure  to  put  up  an  OSHA  poster;  now,  the  in- 
spector simply  gives  the  employer  a  poster. 

OSHA's  new  Priority  Planning  Process  has  been  used  to  identify  clear  and  sen- 
sible regulatory  priorities,  and  OSHA  has  expanded  its  use  of  non-regulatory  ap- 
proaches to  deal  with  workplace  hazards.  For  example,  OSHA  recently  issued  guide- 
lines on  the  subject  of  violence  in  the  workplace.  The  agency  has  also  begun  the 
process  of  rewriting  its  standards  in  plain  language. 

The  old  OSHA  was  accused  of  being  too  confrontational  with  employers,  often  fail- 
ing to  distinguish  between  responsible  employers  and  neglectful  ones.  The  New 
OSHA  has  maintained  a  strong  enforcement  program,  but  has  also  developed  a  host 
of  new  cooperative  programs  that  offer  responsible  employers  an  opportunity  to  form 
partnerships  with  the  agency  as  a  alternative  to  traditional  enforcement.  For  exam- 
ple, under  the  agency's  "focused  inspection"  program,  when  OSHA  inspects  a  con- 
struction employer  with  an  effective  safety  and  health  program,  the  inspector  will 
only  check  for  those  hazards  related  to  the  four  leading  causes  of  death  in  the  indus- 
try (unsafe  trenching,  falls,  electrocution,  and  being  struck  by  objects). 

Further,  OSHA  has  expanded  its  consultation  and  excellence  recognition  pro- 
grams as  part  of  its  new  emphasis  on  compliance  assistance.  Over  the  past  five 
years,  OSHA  has  provided  free  assistance  to  over  100,000  small  and  medium-sized 
employers  through  its  consultation  program,  resulting  in  the  identification  and 
elimination  of  over  half  a  million  workplace  hazards.  Under  OSHA's  cooperative 
Voluntary  Protection  Program  (VPP),  the  agency  works  closely  with  employers  who 
demonstrate  the  highest  commitment  to  safety  and  health,  with  stunning  results: 
VPP  participants  experience  injury  incidence  rates  40  to  60  percent  industry  aver- 
ages. OSHA  has  roughly  doubled  the  size  of  the  VPP  over  the  past  three  years. 
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REDUCTIONS  IN  INJURIES  AND  ILLNESSES 

Mrs.  LOWEY.  And  I  think  it's  important  that  the  business  com- 
munity is  aware  of  this.  Because  you've  really  been  very  aggressive 
in  trying  to  bring  about  common  sense  change. 

You've  also  clearly  worked  hard  to  make  OSHA  less  bureaucratic 
and  to  provide  a  balanced  approach  to  reducing  work  place  acci- 
dents. Can  you  give  us  a  few  examples  of  how  your  initiatives  have 
actually  led  to  reductions  in  work  related  injuries  and  illnesses? 

Mr.  DEAR.  I've  already  provided  a  few  examples.  But  I  think  it's 
worth  repeating  them.  In  New  Jersey,  the  local  office  got  together 
with  contractors  who  did  bridge  renovation  projects  which  could  ex- 
pose their  workers  to  potentially  high  levels  of  lead.  And  it  also  in- 
volved the  State  transportation  department  and  the  State  health 
department  in  this  effort. 

Collectively,  they  got  better  data  from  the  health  department. 
The  transportation  department  wrote  abatement  procedures  into 
its  contracts,  so  that  it  neutralized  bidding  disadvantages  from  em- 
ployers who  were  trying  to  abate  the  hazard.  Then  OSHA  provided 
education  and  some  enforcement. 

Four  years  ago,  one  in  four  bridge  renovation  workers  in  New 
Jersey  had  medically  high  levels  of  lead  in  their  blood.  Four  years 
later,  1  in  50  did  on  those  projects.  And  that's  an  example  of  a  mix. 
We  now  have  a  national  initiative  for  lead  in  construction,  to  try 
to  duplicate  this  effort  around  the  country. 

I  talked  about  St.  Louis,  where  we  drove  down  fall  accidents,  in 
cooperation  with  roofing  contractors,  by  74  percent.  In  Wisconsin, 
we've  seen  employers  who  have  participated  in  our  cooperative 
compliance  programs  have  their  injury  rates  drop  10  percent,  and 
108  of  their  employers  drove  their  rates  down  so  fast  we  never  got 
to  them,  they  fell  off  the  list  that  brought  them  to  our  attention 
in  the  first  instance. 

These  are  examples  of  programs  which  combine  a  mix.  They  are 
cooperative  if  the  employer  wants  to  cooperate  with  us.  But  they 
are  enforcement  if  that  choice  is  turned  down,  or  if  serious  hazards 
are  not  corrected  within  reasonable  time  frames. 

It  does  represent  a  major  difference  in  how  OSHA  works.  We're 
differentiating  the  low  road  employer,  if  you  will,  the  one  that's  out 
there  completely  neglecting  worker  health  and  safety  from  the  em- 
ployer who's  trying  to  do  things  better  but  needs  some  help,  needs 
some  encouragement,  needs  some  incentives.  And  that  improved 
mix,  that  better  differentiation,  is  really  at  the  heart  of  the  part- 
nership-enforcement choice  that  we're  offering  to  employers. 

As  we  go  forward,  some  of  these  initiatives  are  so  new,  we 
haven't  had  time  to  get  the  before  and  after  result.  As  we  go  for- 
ward, we  will  be  able  to  provide  the  committee  with  more  and  more 
information  about  what's  working  with  these  initiatives  and  what 
the  impact  has  been  in  helping  employers  and  helping  workers. 

ENFORCEMENT  AND  COMPLIANCE  ASSISTANCE 

Mrs.  Lowey.  Thank  you.  I  was  on  the  Labor  Committee,  and  I 
will  never  forget  witnesses  coming  to  talk  to  us  at  the  time  of  the 
Hamilton  chicken  fire.  I  think  there  were  29  lives  that  were  lost 
at  that  time.  And  one  of  the  things  that  I  will  also  never  forget  is 
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the  lack  of  inspectors  that  were  actually  out  there  in  the  field.  You 
really  don't  have  sufficient  staff  to  get  out  and  inspect  as  many 
businesses  as  you  probably  could  or  should. 

And  while  the  majority  of  employers  clearly  want  to  do  the  right 
thing  by  providing  safe  working  conditions,  we  all  know  that  there 
are  some  bad  apples  out  there.  Last  year,  you  and  I  spoke  in  the 
subcommittee  about  the  importance  of  adequate  funding  for  en- 
forcement. Is  your  enforcement  budget  adequate  to  find  the  bad  ap- 
ples in  order  to  prevent  serious  accidents  and  illnesses?  And  what 
have  you  done  to  focus  efforts  on  finding  unsafe  work  places?  In 
fact,  could  you  give  me  the  up-to-date  numbers  on  the  number  of 
inspections  and  how  often  you  can  get  to  a  work  site? 

Mr.  Dear.  The  number  that  was  used  last  year  for  how  many 
years  it  would  take  us  to  get  to  each  work  place  subject  to  OSHA 
enforcement,  was  about  87  years.  It  probably  has  gone  up,  because 
our  staff  went  down  because  of  hiring  freezes  during  the  period  of 
proposed  budget  cuts  and  the  uncertainty  that  has  existed  until  re- 
cently. 

The  gap  between  OSHA's  mission  to  protect  nearly  100  million 
workers  at  six  and  a  half  million  work  places  and  the  resources 
available,  currently  an  appropriation  of  $305  million,  is  so  huge.  It 
tells  me  that  we  have  to  think  about  better  ways  of  working,  that 
we  can't  simply  enforce  by  physically  inspecting  and  have  a  major 
impact.  Although  you  could  clearly  do  that  given  enough  resources 
and  justify  it,  saying  that  there's  really  no  time  to  do  anything  else. 

I  believe  that  there  are  opportunities  to  take  advantage  of  em- 
ployers' economic  interests  in  reducing  injury,  their  human  re- 
sources attitude  toward  that,  where  we  can  leverage  resources  and 
create  partnerships  and  programs  like  the  ones  initiated  in  Maine 
and  Wisconsin  and  New  Hampshire  and  other  States.  But  we're  al- 
ways going  to  be  seeking  a  balance. 

The  proposals  we  have  for  fiscal  year  1997  are  to  add  to  the  com- 
pliance assistance  side  of  what  we  do,  without  diminishing  what 
we're  doing  on  enforcement.  So  for  example,  the  ratio  of  compliance 
officers  to  those  who  provide  compliance  assistance  would  move 
from  six  to  one  in  1996  to  three  to  one  in  1997.  That's  not  a  reduc- 
tion of  enforcement,  it's  an  increase  in  compliance  assistance. 

As  I  noted  in  response  to  earlier  questions,  if  we  cut  back  en- 
forcement too  much,  we  undermine  the  very  basis  underlying  the 
partnership  initiatives.  Why  bother  to  do  anything  if  the  possibility 
of  Government  enforcement  is  so  remote  that  it's  worth  taking  a 
chance  of  not  complying? 

Mrs.  Lowey.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mrs.  Lowey. 

Now,  for  members  of  the  subcommittee  and  for  Mr.  Dear,  we 
have  an  additional  agency  to  review,  the  Occupational  Safety  and 
Health  Review  Commission.  However,  there's  been  a  request  for  a 
second  round.  What  we  will  do  then  is  to  ask  the  members  to  limit 
their  questions  to  not  more  than  five  minutes,  preferably  less.  And 
in  the  interest  of  time,  the  Chair  will  pass. 

Mr.  Bonilla. 
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ERGONOMICS 


Mr.  Bonilla.  Thank  you,  Mr.  Chairman. 

Unfortunately,  we're  running  out  of  time.  I  wish  we  had  all  day. 
But  I  have  a  couple  of  questions  I'd  like  to  ask  publicly  about 
ergonomics.  And  I'm  also  going  to  submit  a  list  of  additional  ques- 
tions directly  to  you.  You've  always  been  good  about  replying  and 
answering  all  these  questions  in  a  timely  manner. 

I'd  appreciate  that  very  much. 

Mr.  Dear.  Certainly. 

PRINCIPLES  OF  WORK  DESIGN 

Mr.  Bonilla.  I'd  like  to  start  out  by  asking,  in  a  statement  you 
made  to  Congress  in  July,  you  stated  that  ergonomic  standards 
would  apply  to  jobs  which  had  presented  high  risks,  the  workers 
whose  livelihoods  have  been  curtailed  as  a  result  of  these  disorders, 
these  were  words  that  you  said.  I  have  a  list,  just  to  point  out  how 
impossible  it  would  be  to  implement  ergonomic  standards,  I  have 
a  list  of  the  250  jobs  which  were  ranked  on  stress,  salary,  work  en- 
vironment, outlook  and  security  and  physical  demands.  This  is  a 
list  of  some  of  the  toughest  jobs  as  they  were  ranked  in  this  entire 
country. 

According  to  the  list,  NFL  football  players,  major  league  baseball 
players,  dancers,  cowboys,  roustabouts,  fashion  models,  Indy  car 
racers,  mayors,  choreographers,  fashion  models,  those  were  among 
the  ones  that  had  the  worst  jobs,  according  to  this  list,  in  America. 
How  do  you  possibly  develop  standards  based  on  science  that  would 
apply  equally  to  some  of  these  jobs,  as  well  as  to  manufacturing 
and  restaurants  and  trucking  and  dental  hygienists  and  everyone 
out  there?  How  can  you  possibly  do  that,  Mr.  Dear? 

Mr.  Dear.  It  requires  you  to  look  at  the  problem  of  injury  caused 
by  poor  work  design  from  the  standpoint  of  what  principles  of  work 
design  would  eliminate  the  sources  of  those  injuries.  So  you  look 
at  matters  like  force,  posture,  repetition,  and  the  amount  of  weight 
people  are  required  to  lift.  You  then  look  at  the  degree  to  which 
those  hazards  are  present  in  a  work  place,  if  that  work  place  has 
identified  injuries  or  illnesses  associated  with  poor  work  design.  If 
there  are  no  injuries  or  illnesses,  then  there  should  be  no  regu- 
latory obligation. 

That's  the  approach  we  were  taking.  As  I  indicated  earlier,  we 
never  made  a  proposal.  I  never  even  asked  the  Secretary  of  Labor 
to  forward  a  proposal  for  review  by  the  Office  of  Management  and 
Budget.  We  were  still  in  a  conversation,  we  were  obviously  quite 
aware  of  a  high  degree  of  concern  among  employers  about  the  prac- 
ticality and  impact  of  the  proposal  we  were  working  on.  We  were 
also  aware  of  enormous  concern  by  worker  representatives  that  we 
had  a  major  problem  and  that  the  Government  needed  to  step  for- 
ward and  make  a  proposal.  And  I  would  like  to  be  able  to  do  that. 

I'm  also  aware  of  a  story  about  this  hazard  that  the  Wall  Street 
Journal  published  in,  I  believe,  1994.  It  talked  about  what  the  arti- 
cle called  bad  jobs,  in  hazardous  work  places,  like  a  poultry  proc- 
essing plant  where  there  was  little  or  no  effort  made  to  provide 
even  sanitary  conditions  for  the  workers,  or  a  data  processing  oper- 
ation with  enormously  high  demands  and  intense  monitoring  of 
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productivity.  That  article  won  a  Pulitzer  prize  for  describing  work 
conditions  that  I  think  most  Americans  would  find  to  be  appalling, 
given  the  day  and  time. 

Those  are  the  work  places  that  concern  me.  As  I  mentioned  ear- 
lier, I  was  in  a  work  place  in  New  Hampshire  a  couple  of  weeks 
ago.  They  wanted  me  to  come  visit.  They  had  something  they  want- 
ed to  show  me.  And  one  of  the  things  they  wanted  to  show  me  was 
what  their  joint  worker-management  committee  had  done  to  pro- 
tect those  workers  from  repetitive  motion  injuries.  They  wanted  to 
show  off. 

So  I  know,  there  is  a  real  problem  that  affects  real  people,  costs 
a  lot  of  money,  and  that  things  are  being  done  today,  applying 
these  principles,  that  produce  very  cost  effective  solutions. 

FEDERAL  AND  STATE  SPENDING  ON  ERGONOMICS 

Mr.  Bonilla.  My  concern  is,  Mr.  Dear,  we  are  all  concerned 
about  the  appalling  conditions  that  existed  in  this  article  or  any- 
where in  this  country.  What  we're  concerned  about,  and  what  I'm 
concerned  about  is  we  want  to  hurt  the  bad  guys.  We  don't  want 
to  hurt  the  good  guys.  And  in  this  country,  too  many  good  guys  are 
getting  hurt. 

Just  one  last  question,  in  the  interest  of  time  here,  before  I  sub- 
mit them  for  the  record,  do  you  have  an  accounting  or  auditing  sys- 
tem in  place,  Mr.  Dear,  that  will  tell  you  how  State  versus  Federal 
funds  are  spent  on  the  promulgation  of  State  standards  in  23 
States? 

Mr.  Dear.  Yes,  we  do. 

Mr.  Bonilla.  Would  you  submit  to  the  committee  a  breakout  of 
the  State  dollars  versus  Federal  funds  spent  in  California,  Wash- 
ington State,  Oregon,  North  Carolina  and  Michigan,  on  their 
ergonomic  standards? 

Mr.  Dear.  I  will  do  that. 

State  Spending  on  Ergonomics 

In  order  to  reduce  the  paperwork  burden  on  grantees,  OMB  circular  A- 102  which 
governs  grants  to  state  and  local  governments  only  requires  grantees  to  report  their 
spending  as  an  overall  total.  Reporting  of  spending  by  activities  such  as  standards 
or  administration  is  not  required.  Consequently,  OSHA  does  not  have  any  records 
of  what  the  states  in  question  spent  on  their  ergonomics  standard  nor  does  Federal 
reporting  rules  require  them  to  maintain  such  records. 

Mr.  Bonilla.  Thank  you,  Mr.  Dear. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Bonilla. 

We're  going  in  the  order,  the  original  order,  so  Mr.  Dickey. 

SMALL  BUSINESS 

Mr.  Dickey.  Mr.  Dear,  if  I  gave  you  three  names  of  small  busi- 
ness persons  in  my  district,  would  you  just  call  them  and  talk  to 
them,  say,  in  the  next  30  days,  if  you've  got  time? 

Mr.  Dear.  Yes,  sir.  I'd  be  happy  to  do  that. 

Mr.  Dickey.  It's  good  to  see  you. 

Mr.  Dear.  Good  to  see  you.  Thank  you. 

Mr.  Porter.  Thank  you,  Mr.  Dickey. 

Mrs.  Lowey. 
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COST-BENEFIT  ANALYSIS 


Mrs.  Lowey.  Thank  you,  Mr.  Chairman. 

The  latest  draft,  Mr.  Dear,  of  the  Ballenger  bill,  subjects  all 
OSHA  standards  to  cost  benefit  assessments.  What  impact  would 
this  have  on  your  ability  to  prevent  workplace  injuries  and  ill- 
nesses? 

Mr.  Dear.  It  would  undercut  one  of  the  most  important  policies 
that  we've  established  for  worker  health  and  safety  protection,  that 
when  we  evaluate  the  hazards  that  workers  face,  we  must  consider 
worker  health.  And  the  protection  of  worker  health,  as  far  as  fea- 
sible, is  the  predominant  and  overriding  value.  It  would  substitute 
a  narrow  test,  a  narrow  test  of  cost  and  benefit,  and  say  that  the 
decision  must  be  based  on  that  narrow  and  economic  decision. 

I  want  to  try  to  be  extremely  clear.  When  OSHA  evaluates  the 
feasibility  of  a  standard,  we  always  consider  the  economics  of  what 
we're  talking  about.  I  believe,  and  the  Occupational  Safety  and 
Health  Act  set  forth,  and  the  Supreme  Court  agreed  when  it  inter- 
preted OSHA's  health  standards  authority,  that  we  shouldn't  make 
a  narrow  balancing  of  cost  and  benefits  a  test  we  use  to  determine 
whether  or  not  we  can  protect  worker  health  and  safety. 

I  think  if  this  policy  had  been  in  effect  at  the  time  OSHA's  cotton 
dust  standard  was  adopted,  that  we  wouldn't  have  adopted  that 
standard.  It  wouldn't  have  stood  the  test.  And  a  standard  which 
virtually  eliminated  brown  lung  disease  from  the  American  work 
place  would  never  have  been  adopted. 

Mrs.  Lowey.  I  thank  you.  And  in  closing,  once  again,  I  want  to 
congratulate  you  and  all  the  hard  working  men  and  women  of  your 
agency  on  your  25th  anniversary.  We  appreciate  all  the  common 
sense  reforms  you're  bringing  to  the  agency  that  will  help  small 
business  but  keep  your  mission  in  focus,  which  is  to  protect  the 
working  men  and  women  of  this  country. 

Mr.  Dear.  Thank  you.  And  thank  you  for  taking  note  of  my  col- 
leagues at  OSHA.  I  very  much  appreciate  your  recognizing  their 
work. 

Mrs.  LOWEY.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mrs.  Lowey. 

Secretary  Dear,  we  appreciate  your  good  testimony,  the  excellent 
responses  you  gave  to  our  questions  and  the  fine  job  you're  doing 
at  the  agency.  Thank  you  so  much. 

Mr.  Dear.  Thank  you  very  much. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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PERFORMANCE  MEASUREMENT 

Mr.  Porter:  What  kind  of  a  performance  measurement  system 
do  you  have  in  OSHA?  How  do  you  determine  whether  the  agency  is 
doing  what  it  should  be  doing? 

Mr.  Dear:   OSHA  is  a  pilot  agency  for  testing  and 
implementing  the  Government  Performance  Results  Act  (GPRA) .   GPRA 
shifts  the  focus  for  measuring  the  performance  of  government 
programs  from  tracking  activities  to  measuring  program  results. 
The  agency's  performance  measurement  system  is  evolving.   In  FY 
1994,  an  interim  system  was  limited  to  tracking  whether  or  not  the 
agency  met  the  goals  and  objectives  established  in  the  performance 
plan.   In  FY  1995,  the  agency  developed  an  initial  set  of  agency 
indicators  in  addition  to  tracking  progress  in  achieving  the  goals 
to  create  a  New  OSHA.   In  FY  1996,  the  agency  will  continue  to 
refine  the  measures  in  an  effort  to  better  reflect  the  New  OSHA. 
Data  collection  systems  are  being  modified  and  developed  to 
capture  the  needed  data. 

The  challenge  for  the  agency's  performance  measurement 
system  is  to  capture  the  results  of  the  efforts  to  create  a  New 
OSHA.   On  one  level,  the  milestones  in  action  plans  for  each  of 
the  goals  and  objectives  are  tracked.   Progress  in  completing  the 
steps  necessary  to  achieve  the  goals  is  monitored.   The  mission- 
related  agency  performance  indicators  address  questions  about  the 
effectiveness,  efficiency,  responsiveness,  and  impacts  of  the 
agency's  various  programs  and  initiatives. 

While  the  shift  in  performance  measurement  is  to  focus  on 
results,  the  agency  has  also  been  tracking  activities  to  determine 
whether  changes  in  policy  by  the  Assistant  Secretary  are  being 
implemented. 

NUMBERS  OF  INSPECTIONS 

Mr.  Porter:   It  appears  to  us  that  the  number  of  inspections 
that  the  agency  is  doing  has  dropped  off  in  the  past  couple  of 
years.   Are  you  making  a  conscious  effort  to  do  fewer  inspections? 

Mr.  Dear:   Although  OSHA  does  not  consider  inspection 
numbers  a  true  indicator  of  agency  performance,  the  agency's 
declining  number  of  inspections  over  the  last  few  years  is  not  the 
result  of  a  conscious  effort.   A  combination  of  factors  has 
reduced  the  number  of  compliance  officers  in  the  agency,  with  a 
corresponding  decrease  in  inspections.   However,  the  number  of 
significant  cases  has  increased  and  the  number  of  egregious  cases 
has  more  than  doubled.   Moreover,  OSHA  is  increasing  its  outreach 
and  training  as  a  complement  to  the  number  of  inspections  that  are 
conducted. 

OSHA  is  changing  the  way  it  does  business,   with  a  more 
streamlined  approach  to  handling  employee  complaints,  and 
improvements  in  the  system  of  selecting  employers  for  inspection 
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the  agency  is  doing  a  better  job  of  targeting  the  workplaces  most 
hazardous  to  the  health  of  employees.   We  are  spending  more  time 
in  these  workplaces,  developing  significantly  larger  cases. 

The  agency  is  also  attempting  to  focus  its  inspection 
resources  on  the  most  serious  hazards.   In  the  construction 
industry,  for  example,  we  have  instituted  a  program  of  inspection 
in  which  we  look  for  the  four  types  of  hazards  which  cause  90 
percent  of  all  injuries  and  fatalities  in  the  industry:   falls, 
being  struck  by  equipment /materials,  electrocutions,  and  being 
caught  in  between  equipment/materials.   If  the  general  contractor 
has  a  good  safety  and  health  program  in  place  which  effectively 
addresses  these  four  hazards,  we  leave  the  worksite  without 
further  inspection.   Though  effective,  this  practice  has  the 
corollary  impact  of  producing  fewer  construction  inspections, 
since  OSHA' s  former  practice  was  to  inspect  and  count  inspections 
for  all  subcontractors  on  site,  not  just  the  general  or  prime 
contractor.   As  a  result  of  the  success  of  this  program,  OSHA  is 
working  to  develop  a  focused  inspection  program  for  general 
industry. 

CHANGES  TO  COMPLAINT  POLICY 

Mr.  Porter:   I  understand  that  the  so-called  "phone/fax" 
method  of  complaint  resolution  that  you  instituted  in  connection 
with  dentists  offices  is  working  well  at  the  Federal  level,  but 
that  State-plan  States  are  still  conducting  many  onsite 
inspections.   What  steps  are  you  taking  to  encourage  the  States  to 
follow  your  lead  and  implement  this  "phone/fax"  method  in 
resolving  complaints  in  dental  offices? 

Mr.  Dear:   OSHA  has  implemented  the  "phone/fax"  method  for 
handling  informal  complaints  and  specifically  with  regard  to 
complaints  concerning  dental  offices.   This  method  will  soon  be 
expanded  to  give  formal  complainants  the  option  of  allowing  OSHA 
to  use  this  more  expeditious  method  to  address  their  concerns. 

The  State  plans  will  continue  to  be  encouraged,  but  not 
required,  to  adopt  identical  or  alternative  policies.   While  some 
states  may  not  yet  have  decided  to  implement  this  policy,  we 
believe  that  many  are  waiting  to  assess  the  Federal  experience  and 
its  formal  incorporation  into  OSHA's  overall  complaint  policy.   We 
have  regularly  shared  both  the  statistics  and  anecdotal 
information  on  the  success  of  this  Federal  experiment,  most 
recently  at  a  meeting  with  the  Occupational  Safety  and  Health 
State  Plan  Association  Board,  and  will  discuss  it  again  at  a  full 
membership  meeting  in  June.   We  are  hopeful  that  most  states  will 
move  to  adopt  policies  equivalent  to  "phone/fax." 

MOST  COMMONLY  CITED  STANDARDS 

Mr.  Porter:  What  are  the  ten  most  commonly  cited  standards 
detected  as  violations  by  OSHA  inspectors  during  the  last  6 
months?  How  has  this  list  changed  over  the  past  few  years? 
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Mr.  Dear:   The  top  ten  standards  cited  in  the  six  month 
period  between  October  1,  1995  and  March  31,  1996  are  listed 
below. 

1.  Hazard  Communication  (Right  to  Know) 

2.  Lockout /Tagout 

3 .  Scaffolding 

4 .  Power  transmission  apparatus 

5.  Electrical,  wiring  methods 

6.  Machines,  general  requirements 

7 .  Personal  Protective  Equipment 

8 .  Fall  Protection 

9.  Electrical,  system  design 

10.  Abrasive  wheel  machinery 

In  FY  1995,  all  of  the  standards  listed  above  were  among  the 
top  15  cited,  with  very  little  change  in  the  order,  with  the 
exception  of  fall  protection  which  ranked  15th.   Hazard 
communication  in  construction  ranked  sixth  that  year.   The  top  six 
standards  listed  have  ranked  in  the  top  ten  from  fiscal  year  1993 
to  the  present . 

In  FY  1994,  the  top  six  standards  listed  above  were  again  in 
the  top  10,  with  electrical  system  design  and  abrasive  wheel 
machinery  ranking  11th  and  12th,  respectively.   Hazard 
communication  in  construction  ranked  second,  log  and  summary 
violations  seventh,  and  respiratory  protection  ninth.   In  FY  1993, 
hazard  communication  in  construction  ranked  second,  log  and 
summary  seventh,  and  bloodborne  pathogens  eighth. 

The  general  trend  has  been  toward  identifying  and  citing  the 
most  serious  hazards,  the  ones  which  cause  the  largest  number  of 
injuries,  illnesses  and  fatalities  in  the  workplace,  and  away  from 
citing  those  standards  which  are  generally  considered  "paperwork." 

ERGONOMICS  STANDARD 

Mr.  Porter:   What  kind  of  work  is  OSHA  currently  performing 
to  develop  a  standard  on  ergonomics? 

Mr.  Dear:   During  the  past  year,  as  a  result  of  the 
Congressional  rider,  OSHA  has  diverted  most  of  the  staff  time  that 
had  been  assigned  to  the  ergonomic  protection  rulemaking  to  work 
on  other  projects.   Given  OSHA's  available  resources,  it  was  not 
appropriate  to  maintain  the  high  level  of  activity  in  an  area 
where  a  final  product,  i.e.,  a  standard,  could  not  be  achieved. 
Some  work  has  been  done  in  this  time  period  to  consider 
alternative  scopes  for  the  proposed  rule.   We  have  continued 
working  with  representatives  of  the  health  care  industry  to 
develop  tools  for  evaluating  jobs  involving  patient  handling. 
Work  has  also  continued  with  researchers  outside  the  agency  to 
validate  the  checklist  OSHA  provided  with  the  proposed  draft 
standard  as  an  example  of  a  tool  to  evaluate  jobs  to  determine  if 
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they  need  to  be  controlled.   In  addition,  we  have  contracted  for  a 
peer  review  of  the  draft  risk  assessment. 

Mr.  Porter:   If  the  appropriations  rider  prohibiting 
issuance  of  a  standard  were  not  renewed  at  the  end  of  fiscal  1996, 
how  soon  thereafter  would  OSHA  be  ready  to  propose  a  standard? 

Mr.  Dear:   Cumulative  trauma  disorders  are  the  fastest 
growing  and  most  pervasive  occupational  illness  in  the  workplace 
today.   If  the  appropriations  rider  prohibiting  issuance  of  a 
standard  were  lifted,  OSHA  would  take  the  time  necessary  to  put 
forth  a  regulation  that  reflects  the  more  than  seven  years  of  work 
to  date  that  has  gone  into  developing  the  standard.   OSHA  would 
look  to  put  forth  a  standard  that  is  flexible  and  allows  employers 
to  work  with  their  employees  to  develop  efficient  and  effective 
solutions  to  their  ergonomic  problems.  If  OSHA  were  to  propose  the 
draft  standard  it  has  already  prepared,  and  for  which  supporting 
documents  exists,  the  time  to  completion  would  be  shorter  than  if 
changes  were  made  in  the  approach.   In  either  case,  all  interested 
parties  would  have  the  opportunity  to  participate  in  the  public 
process  which  remains  an  essential  element  in  successful 
rulemaking . 

Mr.  Porter:   Can  you  indicate  in  a  general  way  what  an 
ergonomics  standard  would  entail  for  employers,  and  how  many  of 
them  would  be  covered? 

Mr.  Dear:   Work-related  musculoskeletal  disorders  are  caused 
by  exposure  to  ergonomic  risk  factors  in  the  workplace.   According 
to  the  scientific  evidence,  development  of  such  disorders  is 
generally  associated  with  exposure  to  two  or  more  risk  factors  for 
more  than  four  hours  a  day.   While  there  is  risk  to  employees 
exposed  for  shorter  periods  of  time,  or  to  fewer  risk  factors,  the 
draft  proposed  standard  is  designed  to  focus  on  those  at  higher 
risk. 

An  ergonomics  standard  would  likely  be  a  flexible, 
performance-based  standard.   It  would  allow  employers  to  determine 
the  correct  solution  to  a  workplace  problem  and  give  them 
sufficient  time  to  comply  with  the  standards  requirements.   The 
draft  proposed  standard  included  several  "signal"  risk  factors. 
Where  these  signals  were  present  in  a  job,  an  employer  would  need 
to  look  at  the  job  further  to  determine  if  it  was  one  of  the  high 
risk  jobs  targeted  by  the  rule.   If  it  is  achievable  to  reduce 
exposure  to  risk  factors,  then  the  employer  would  implement 
appropriate  control  measures.   Otherwise,  the  employer  would  seek 
to  reduce  exposure  through  continuous  improvement,  using 
administrative  controls  and  engineering  controls  as  they  become 
available.   There  were  also  provisions  for  training  exposed 
workers,  and  for  providing  medical  management  for  workers  with 
musculoskeletal  disorders. 

In  general,  the  provisions  of  the  draft  proposed  standard 
are  modeled  on  the  ergonomic  protection  programs  implemented 
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voluntarily  by  many  employers,  and  on  established  industrial 
hygiene  principles  to  recognize,  evaluate,  and  control  hazards  in 
the  workplace.   Employers  who  do  not  have  hazards  in  their 
workplaces  will  have  nothing  to  do  under  the  provisions  of  the 
proposal . 

There  are  6.1  million  establishments  covered  by  OSHA   The 
agency  estimates  that  2.7  million  establishments  will  have  workers 
exposed  to  signal  risk  factors,  and  will  thus  have  to  do  a 
checklist  or  similar  evaluation  of  the  targeted  jobs  to  determine 
whether  controls  are  needed.   Approximately  2.2  million 
establishments  will  have  at  least  one  job  that  has  a  high  risk  of 
causing  a  work- related  musculoskeletal  disorder. 

PROPOSED  TUBERCULOSIS  STANDARD 

Mr.  Porter:   We  understand  that  you  are  working  on  a 
proposed  standard  to  protect  workers  from  contracting 
tuberculosis.   What  is  the  status  of  this  proposal? 

Mr.  Dear:   At  the  present  time,  the  proposed  standard  for 
occupational  exposure  to  tuberculosis  is  still  under  development. 
The  risk  assessment  has  been  peer  reviewed  by  four  independent 
experts,  and  a  series  of  meetings  has  been  held  with 
representatives  of  33  stakeholder  groups.   The  major  concerns  and 
comments  of  these  individuals  and  groups  will  be  addressed  in  the 
proposal.   Publication  of  the  proposal  is  tentatively  scheduled 
for  early  fall  of  this  year. 

Mr.  Porter:   The  Subcommittee  heard  testimony  in  February 
from  the  Association  for  Professionals  in  Infection  Control  and 
Epidemiology  in  which  they  stated  that  the  proposed  OSHA  standard 
on  TB  is  unnecessary.   This  is  somewhat  surprising  since  these 
people  are  on  the  front  lines,  so  to  speak,  in  our  hospitals.   I 
assume  that  you  are  familiar  with  their  criticisms.   How  do  you 
respond? 

Mr.  Dear:   Before  I  directly  address  APIC's  statements,  I 
feel  that  the  Subcommittee  should  be  aware  of  some  general 
statistics.   Although  the  total  number  of  TB  cases  reported 
nationally  has  been  falling  since  1993,  there  is  still  a  9.7 
percent  increase  in  the  number  of  cases  reported  in  1994  over  the 
number  reported  in  1985  (the  year  with  the  lowest  number  of  TB 
cases  since  national  reporting  began  in  1953) .   The  Centers  for 
Disease  Control  and  Prevention  (CDC)  has  recommended  various 
control  measures  which  they  believe  are  both  necessary  and 
effective  for  controlling  the  transmission  of  TB.   It  is  the 
implementation  of  such  control  measures  in  limited  geographical 
areas  (such  as  New  York  City)  which  is  partially  responsible  for 
the  decline  in  the  number  of  reported  TB  cases  nationwide,  even  as 
the  rate  increases  in  other  parts  of  the  nation. 

In  their  testimony,  APIC  addressed  the  overall  public  health 
problem  presented  by  TB  and  specifically  mentioned  and  praised  the 
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work  of  the  CDC.   In  addition,  they  stated  that  they  believe  the 
reason  that  OSHA  is  drafting  TB  regulations  is  because  many  of  the 
infected  health  care  workers  have  Multi-Drug  Resistant 
Tuberculosis  (MDR  TB) .   They  incorrectly  imply  that  OSHA' s  draft 
regulation  was  the  first  to  introduce  the  use  of  respirators  and 
respirator  fit  testing.   They  feel  that  respirators  and  the 
associated  fit  testing  offer  no  benefits  and  have  extremely  high 
and  unnecessary  costs. 

OSHA  became  involved  with  tuberculosis  when  a  large  number 
of  health  care  employees  in  the  New  York  region  complained  about 
their  unprotected  exposures  to  patients  with  TB.   In  May  of  1992, 
OSHA  began  regional  enforcement  using  the  General  Duty  Clause  and 
other  regulations.   The  guidance  for  appropriate  precautions  was 
taken  from  CDC  TB  guidelines.   In  October  of  1993,  partly  in 
response  to  a  petition  by  several  unions,  OSHA  extended  its 
enforcement  nationwide,  again  using  CDC  guidelines.   On  August  25, 
1993   the  presidents  of  five  unions  petitioned  Secretary  Reich  to 
issue  a  permanent  standard  to  protect  workers  against  TB.   The 
first  draft  of  the  proposed  standard  was  based  on  the  1990  CDC 
guidelines . 

The  CDC  recognized  the  need  for  respirators  in  their  most 
recent  TB  guidelines,  issued  in  1994.   They  state  that  respirators 
should  be  worn  when  an  employee  enters  an  isolation  room  housing 
an  infectious  TB  patient,  when  the  patient  is  undergoing  cough- 
inducing  procedures,  and  in  other  settings  where  engineering  and 
administrative  controls  are  not  adequate  to  protect  the  employee 
They  also  state  the  criteria  for  the  type  of  respirator  to  be  used 
and  say  that  it  has  to  be  fit  tested  in  a  reliable  way.   Thus, 
criticisms  leveled  at  OSHA  regarding  use  of  respirators  are  in 
direct  opposition  to  the  recommendations  of  the  CDC. 

When  OSHA  planned  its  TB  stakeholder  meetings,  the  APIC  was 
invited   The  APIC  was  given  a  detailed  overview  of  the  draft 
proposed  standard.   Many  of  the  APIC's  comments  and  suggestions 
were  incorporated  in  the  subsequent  draft  of  the  standard,  which 
they  have  not  yet  seen.   Their  official  representatives  attended 
three  of  the  five  meetings  held  in  the  fall  of  1995. 

As  with  all  of  its  proposed  standards,  OSHA  will  provide  a 
justification  for  each  requirement,  and  an  economic  analysis 
covering  the  implementation  of  control  measures  in  the  various 
work  settings  covered  by  the  standard.   When  the  proposal  is 
published,  there  will  be  a  public  comment  period  to  provide  an 
opportunity  for  interested  parties  to  submit  their  comments  and 
concerns  on  all  aspects  of  the  proposal.   OSHA  will  rely  on  such 
information  in  developing  the  final  rule  for  occupational  exposure 
to  TB. 

BUDGET  REQUEST  FOR  STANDARDS  ACTIVITY 


Mr.  Porter:   Your  1997  request  includes  a  significant 
increase 


f "$9.5  million  in  your  standards  budget  activity.   This 
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is  more  than  double  what  you  have  traditionally  had  in  this 
activity.   What  is  the  rationale  for  this  requested  increase? 

Mr.  Dear:   The  implementation  of  the  New  OSHA  requires  the 
agency  to  focus  on  common  sense  regulation.   This  involves  the 
rewriting,  streamlining,  and  updating  of  nearly  one-third  of  the 
agency's  safety  and  health  regulations.   A  significant  portion  of 
this  request  will  enable  the  agency  to  accelerate  the  pace  of 
these  revisions,  and  rewrite  several  rules  in  straight -forward 
easy-to-understand  language  to  address  the  concern  that  some  OSHA 
standards  are  overly  complex,  difficult  to  read  and  follow  and 
out-of-date  with  current  technology.   As  an  example  of  the 'success 
we  anticipate  with  these  revisions,  the  current  regulation  that 
describes  the  minimum  capacity  of  fire  escape  routes  is  almost  300 
words  long  and  contains  a  complicated  table  requiring  precise 
measurement  of  width,  slope  and  height  of  such  routes   The 
proposed  revision  would  contain  only  36  words  and  eliminate  the 
table . 

The  request  also  supports  efforts  to  improve  the  scientific 
quality  of  OSHA  standards  through  the  use  of  quantitative  risk 
assessments  to  justify  all  science-policy  assumptions.   The  agencv 
must  have  the  tools  to  fulfill  public  expectations  that  standards 
are  based  on  up-to-date  scientific  data.   Additionally,  the  agencv 
hopes  to  enhance  stakeholder  involvement  in  all  phases  of 
rulemaking,  and  a  portion  of  this  request  will  allow  the  agency  to 
build  upon  the  success  achieved  with  the  Steel  Erection  Negotiated 
Rulemaking  Committee.   As  new  and  emerging  hazards  confront 
workers,  the  agency  plans  to  increase  the  use  of  negotiated 
rulemaking  in  order  to  involve  stakeholders  in  all  stages  of  the 
regulatory  process. 

Finally,  the  request  includes  funds  to  improve  hazard 
communication  in  the  workplace,  in  order  to  increase  awareness  and 
understanding  of  the  variety  of  toxic  substances  and  their  effects 
in  the  workplace.   This  includes  simplifying  material  safety  data 
sheets  (MSDSs) ,  reducing  the  amount  of  required  paperwork 
improving  the  effectiveness  of  worker  training,  and  revising 
enforcement  policies  so  that  they  focus  on  the  most  serious 
hazards. 

Mr.  Porter:   Provide  for  the  record  a  detailed  breakdown  of 
how  you  would  plan  to  spend  the  extra  funds  in  1997  for  the 
standards  activity. 

Mr.  Dear:   Listed  below  is  a  breakdown  by  initiative  of  the 
funds  requested  for  the  Common  Sense  Regulation  initiative. 


initiative 


-5  FTE  and  $7,000,000  to  accelerate  the  plain  language 


-  4  FTE  and  $1,950,000  for  quantitative  risk  assessments  to 
increase  the  scientific  quality  of  standards. 
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-  3  FTE  and  $800,000  to  increase  the  use  of  negotiated 
rulemaking. 

-  $250,000  to  improve  hazard  communication  in  the  workplace. 

DATA  INITIATIVE 

Mr.  Porter:  You  announced  in  January  of  this  year  that  the 
agency  would  begin  collecting  injury  and  illness  data  from  80,000 
employers  in  high  hazard  industries.  Can  you  give  us  the  current 
status  of  this,  and  tell  us  why  you  are  doing  this? 

Mr.  Dear:   In  February  1996,  state  agencies  mailed  out  data 
collection  questionnaires  to  establishments  with  60  or  more 
employees  in  selected  industries.   Most  states  have  sent  out  their 
second  mailing  request  to  non- respondents  of  the  first  mailing. 
The  response  rate  at  this  time  is  75  percent. 

OSHA  intends  to  use  the  data  to  "experience  rate"  individual 
establishments  and  direct  its  enforcement,  compliance  assistance, 
consultation,  and  training  efforts  to  the  specific  worksites 
experiencing  the  worst  safety  and  health  problems.   In  almost 
every  industry  a  small  percentage  of  the  establishments  experience 
disproportionately  large  numbers  and/or  high  rates  of  injuries  and 
illnesses.   Industry  data  represent  an  average  which  masks  the 
experience  of  individual  employers.   Relatively  safe  workplaces  in 
high  rate  industries  are  lumped  in  with  unsafe  workplaces;  unsafe 
workplaces  in  relatively  low  rate  industries  avoid  OSHA  scrutiny 
altogether.   Furthermore,  studies  by  the  Upjohn  Institute  and  BLS 
have  shown  that  the  injury  and  illness  experience  for  these 
establishments  persists  over  time,  particularly  among  larger 
establishments . 

Mr.  Porter:   How  did  you  select  the  80,000  firms  who  would 
participate  in  this  survey? 

Mr.  Dear:   The  1996  data  collection  includes  all  employers 
with  60  or  more  employees  in  manufacturing  and  14  other  industries 
of  special  interest  to  OSHA.   All  manufacturing  industries  were 
included  for  study  because  they  have  high  Lost  Workday  Injury 
(LWDI)  rates.   Fourteen  non-manufacturing  SICs  were  included 
because  they  have  high  LWDI  rates,  high  OSHA- recordable  injury  and 
illness  rates,  or  have  experienced  large  numbers  of  fatalities. 

Mr.  Porter:   Are  they  required  to  participate?  And  what 
happens  if  they  don't? 

Mr.  Dear:   Participation  in  the  data  collection  is  mandatory 
under  Sections  8  and  24  of  Public  Law  91-596,  the  Occupational 
Safety  and  Health  Act  of  1970;  and  under  29  CFR  Part  1904. 
Establishments  that  do  not  mail  in  the  required  information  could 
be  subject  to  an  on-site  records  inspection  by  an  OSHA  compliance 
officer  or  issued  an  administrative  subpoena. 
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Mr.  Porter:   How  much  is  this  survey  going  to  cost? 

Mr.  Dear:   The  1995  cost  of  the  OSHA  data  initiative  was 
$2.8  million.   Of  this  amount,  $2.1  million  was  given  to  the 
states  to  collect  the  data. 

Mr.  Porter:   Will  this  be  an  ongoing  survey? 

Mr.  Dear:   When  OSHA  first  requested  and  Congress  approved 
the  data  collection  initiative,  it  was  envisioned  as  an  ongoing 
effort.   These  data  are  critical  to  OSHA's  reinvention  efforts  and 
are  essential  for  OSHA  to  be  able  to  comply  with  the  requirements 
of  the  GPRA.   Inherent  in  the  data  collection  effort  is  an 
assessment  of  the  quality  and  usefulness  of  the  data  being 
collected. 

Mr.  Porter:   How  does  the  OSHA  survey  relate  to  the  safety 
and  health  survey  that  is  done  each  year  by  the  Bureau  of  Labor 
Statistics?  Are  employers  being  hit  with  two  different  surveys  by 
two  different  Labor  Department  agencies? 

Mr  Dear:   BLS  collects  the  Annual  Survey  of  Occupational 
Injuries  and  Illnesses  from  a  four  percent  sample  of  all  private 
industry  establishments.   BLS  collects  summary  information  from 
the  log  and  information  on  the  demographics  of  the  injured/ill 
workers  and  the  circumstances  of  injuries  and  illnesses  which 
require  recuperation  away  from  work.   This  information  is  used  to 
produce  aggregate  statistics  at  the  state  and  national  levels. 
OSHA  needs  data  for  individual  worksites,  which  BLS  cannot 
provide.   Since  OSHA  needs  to  collect  data  from  the  universe  of 
establishments  for  selected  industry  size  groups,  some  of  the 
employers  in  OSHA's  sample  will  also  appear  in  the  BLS  sample. 
BLS  estimates  that  3  0  percent  of  the  establishments  included  in 
the  OSHA  collection  will  also  be  sampled  by  the  BLS  for  their 
Survey  of  Occupational  Injuries  and  Illnesses.   OSHA  and  BLS  have 
developed  a  collection  methodology  that  will  eliminate  double 
burdens.   To  achieve  this,  BLS  will  conduct  a  computer  match  to 
identify:  1)  employers  who  are  on  the  BLS  list  but  are  not  on  the 
OSHA  list;  2)  employers  who  are  on  both  the  BLS  and  OSHA  lists 
(overlap  group)  ,-  and  3)  employers  who  are  on  the  OSHA  list  but  not 
on  the  BLS  list  (non-overlap  group) 

Employers  in  the  overlap  group  will  receive  a  questionnaire 
designed  to  gather  the  data  that  OSHA  needs  along  with  the  BLS 
survey  form.   The  questionnaire  will  consist  of  a  carbon  pack  form 
that  can  be  separated  with  one  copy  to  be  returned  to  OSHA  in  a 
self  addressed  stamped  envelope  and  another  copy  to  be  included 
with  the  BLS  survey  package.   This  technique  will  eliminate  the 
need  for  employers  who  are  selected  for  both  programs  to  respond 
to  two  separate  collection  instruments. 

OSHA  and  BLS  are  sensitive  to  the  potential  burdens  that 
could  be  placed  upon  employers  by  these  dual  collections.   The  two 
agencies  use  different   universe  files  for  identifying  employers 
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to  include  in  their  collections,  and  the  process  of  identification 
of  establishments  contained  on  both  universe  lists  cannot  be  made 
perfectly  comprehensive.   Some  of  the  employers  in  the  overlap 
group  may  not  be  identified  during  the  matching  process  and  might 
receive  both  the  OSHA  collection  instrument  and  the  BLS  collection 
instrument.   OSHA  and  BLS  have  developed  a  methodology  that  we 
believe  will  alleviate  the  double  burden  of  this  situation. 
OSHA's  initial  mailing  will  occur  at  least  two  weeks  before  the 
BLS  mailing.   The  BLS  survey  will  include  instructions  that 
indicate  that  employers  who  have  already  responded  to  the  OSHA 
collection  can  include  a  copy  of  their  OSHA  response  in  lieu  of 
completing  the  corresponding  questions  on  the  BLS  questionnaire. 
BLS  will  then  update  their  matching  records  to  avoid  double 
contact  in  the  future. 

REVISED  RECORDKEEPING  RULES 

Mr.  Porter:   You  also  announced  in  January  that  you  were 
going  to  revise  the  reporting  and  recordkeeping  rules  for 
employers.   What  are  you  proposing  here,  and  why  is  it  being  done? 

Mr.  Dear:   The  revision  of  the  reporting  and  recordkeeping 
rules  is  designed  to  yield  better  data  on  occupational  injuries 
and  illnesses,  to  simplify  employers'  recordkeeping  systems,  to 
increase  the  utility  of  injury  and  illness  records  at  the 
establishment/site  level,  to  take  greater  advantage  of  modern 
technology,  and  to  increase  employee  involvement  and  awareness. 
In  addition,  these  revisions  would  modify  the  scope  of  the 
recordkeeping  regulation  to  exclude  many  smaller  establishments 
and  to  modify  the  industry  exemptions.   The  net  effect  of  these 
changes  in  scope  is  to  target  the  regulation  more  effectively  so 
that  more  occupational  injuries  and  illnesses  will  be  recorded 
accurately  but  fewer  establishments  will  be  covered  by  the 
regulation  overall. 

Mr.  Porter:   Will  these  rules  increase  the  recordkeeping 
requirements  on  employers? 

Mr  Dear:   The  revision  of  the  injury  and  illness 
recordkeeping  requirements  'will  reduce  the  overall  recordkeeping 
burden  on  the  business  community.   The  net  cost  savings  associated 
with  the  proposed  revisions  to  the  existing  recordkeeping 
regulation  are  estimated  to  be  $4.7  million  per  year.   Economic 
impacts  will  be  minimal  for  the  minority  of  firms  that  incur  some 
cost  increases  (i.e.  firms  in  industries  previously  exempted  m 
1983  that  will  be  covered  by  the  proposed  regulations) . 

Mr.  Porter:   Roughly  how  many  employers  are  now  required  to 
keep  records  for  OSHA? 

Mr.  Dear:   Approximately  750,000  employers  are  currently 
required  to  maintain  the  OSHA  injury  and  illness  records. 
Approximately  621,000  employers  would  be  covered  by  the  proposed 
revision. 
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Mr.  Porter:   Are  certain  categories  of  employers  exempt  from 
recordkeeping? 

Mr.  Dear:   Any  employer  who  had  no  more  than  10  employees  at 
any  time  during  the  previous  calendar  year  is  exempt  from  the 
current  injury  and  illness  recordkeeping  requirements.   Employers 
whose  establishments  are  classified  in  certain  Standard  Industrial 
Classifications  are  also  exempt  from  the  current  injury  and 
illness  recordkeeping  requirements. 

COMPLIANCE  ASSISTANCE  ACTIVITIES 

Mr.  Porter:   Your  budget  requests  an  increase  of  $22.4 
million  in  1997  for  compliance  assistance  activities.   This  is  a 
percentage  increase  of  33  percent.   What  are  the  principal 
activities  funded  in  this  line  item? 

Mr.  Dear:   The  principal  items  funded  in  this  activity 
include  compliance  officer  staff  in  the  field  dedicated  to 
outreach  and  compliance  assistance,  support  for  the  Voluntary 
Protection  Program,  OSHA's  Training  Institute,  and  resources 
earmarked  for  the  redesign  of  the  agency's  area  offices. 

Mr.  Porter:   How  would  you  spend  the  additional  $22.4 
million? 

Mr.  Dear:   OSHA  is  requesting  a  total  of  $22.2  million  for 
activities  that  could  be  generally  categorized  as  compliance 
assistance.   This  increase  is  distributed  among  three  budget 
activities  (Compliance  Assistance-Federal,  Compliance  Assistance- 
State,  and  State  Programs) ,  and  supports  the  Partnership 
initiative  and  efforts  to  expand  the  agency's  presence  in  the 
chemical  industry. 

Specifically,  the  request  to  expand  partnership 
opportunities  is  distributed  as  follows:   $18.8  million  for  the 
Federal  program;  $0.3  million  for  state  consultation  agreements; 
and  $2.7  million  for  State  program  grants.   These  funds  will 
enable  OSHA  to  establish  strategic  teams  in  its  area  offices  aimed 
at  implementing  programs  that  address  the  most  dangerous 
workplaces  and  acute  work  problems .   The  teams  will  support 
improvements  already  realized  through  the  introduction  of  the 
agency's  reinvention  model.   The  request  also  supports  small 
business  specialists  who  will  deal  with  the  specific  technical, 
administrative,  and  compliance  problems  facing  the  small  business 
community. 

Funds  requested  for  the  onsite  consultation  program  will 
provide  for  the  exploration  and  development  of  alternative 
approaches  to  providing  assistance  to  employers.   The  request  for 
State  Program  grants  will  allow  the  agency's  state  partners  to 
follow  Federal  OSHA's  lead  in  implementing  partnership 
initiatives . 
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The  final  component  of  OSHA's  request  for  compliance 
assistance  funds  is  the  request  for  $0.4  million  in  the  Compliance 
Assistance-Federal  budget  activity  to  expand  the  agency's  presence 
in  the  chemical  industry.   With  the  dissolution  of  the  Chemical 
Safety  and  Hazard  Investigation  Board,  OSHA,  jointly  with  EPA, 
will  extend  its  existing  activities  and  undertake  new 
responsibilities  in  the  investigation  of  hazardous  chemical 
accidents.   One  component  of  this  request  provides  funding  in  the 
Compliance  Assistance -Federal  budget  activity  to  support  agency 
training  on  joint  investigation  protocol  and  technical  subjects 
related  to  the  new  responsibilities. 

Mr  Porter:   How  much  of  this  request  is  set  aside  for  the 
Voluntary  Protection  Program? 

Mr.  Dear:   OSHA's  request  does  not  specifically  earmark  or 
limit  resources  that  are  to  be  dedicated  to  increasing  OSHA's 
Voluntary  Protection  Program  (VPP) .   Rather,  the  overall  increase 
of  resources  devoted  to  compliance  assistance  will  enable  the 
agency  to  draw  upon  a  much  larger  staff  base  to  support  increases 
in  VPP  participation  without  compromising  agency  enforcement 
actions.   We  fully  intend  to  be  able  to  strengthen  the  VPP  program 
in  line  with  Congressional  expectations. 

Mr.  Porter:   How  important  do  you  consider  the  Voluntary 
Protection  Programs  to  be? 

Mr.  Dear:   The  Voluntary  Protection  Programs  (VPP)  represent 
one  of  the  agency's  most  successful  cooperative  efforts,  involving 
employers,  employees  and  the  government  working  together  toward  a 
common  goal.   Since  1982,  VPP  has  helped  to  round  out  the  agency's 
overall  program  by  providing  positive  incentives  and  recognition 
to  those  exemplary  workplaces  which  choose  to  work  in  partnership 
with  OSHA. 

VPP  worksites  serve  as  models  for  effective  safety  and 
health  programs  in  their  industries,  providing  excellent  examples 
for  willing  employers  to  emulate- -and  helping  to  convince  skeptics 
that  productivity  and  safety  and  health  are  indeed  complementary 
goals.   In  FY  1995,  for  example,  the  number  of  lost  work  day 
injuries  experienced  by  VPP  firms  was  half  that  of  the  average  for 
their  industries.   The  savings  that  these  reduced  injuries 
represent  helped  increase  companies'  profitability  in  terms  of 
lower  workers'  compensation  costs  and  increased  productivity. 

VPP  also  makes  more  effective  use  of  the  government's 
limited  resources.   It  is  estimated  that  together  with  the 
Voluntary  Protection  Programs  Association  (VPPPA)--a  private 
organization  established  to  foster  and  support  the  program- -VPP 
provides  quality  safety  and  health  protections  to  over  338,000 
employees.   VPP  has  been  recognized  as  a  leading  example  of 
government  reinvention  and  has  received  the  Vice  President's 
Hammer  award  for  its  efforts. 
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Additional  private-public  cooperation  and  leveraging  is 
provided  through  VPPPA' s  mentoring  program  in  which  VPP 
participants  actually  coach  other  companies  which  have  expressed 
interest  in  improving  their  safety  and  health  programs  and/or 
joining  the  V.P.  family.   Under  another  innovative  leveraging 
program  called  OSHA  Volunteers,  private-sector  staff  from  VPP 
companies  are  designated  as  Special  Government  Employees  (SAGES) . 
These  SGEs--paid  by  their  own  employers,  not  the  federal 
government --spend  a  week  at  a  time  as  a  member  of*  the  onsite  teams 
which  review  the  actual  workaday  conditions  of  VPP  applicants. 

Mr.  Porter:   Virtually  all  of  the  requested  increase  in 
compliance  assistance  is  earmarked  for  Federal  activities;  only 
half  a  million  is  for  the  State  consultation  grant  program.   Why 
are  you  putting  so  much  of  the  increase  into  Federal  activities? 

Mr.  Dear:   In  developing  this  budget  proposal  in  line  with 
creating  the  New  OSHA,  it  was  our  intent  to  emphasize  compliance 
assistance  efforts  under  the  Federal  program  as  both  a  complement 
and  an  alternative  to  Federal  enforcement  activity.   The  decision 
to  dedicate  proposed  increases  for  Federal  activities  was  meant  to 
highlight  and  strengthen  the  need  for  Federal  outreach  and 
compliance  assistance  to  employers  without  detracting  from  the 
existing  enforcement  activity. 

Mr.  Porter:  Is  most  of  this  increase  going  to  support 
additional  Federal  staff?  How  many  additional  staff  are  we 
talking  about? 

Mr.  Dear:   The  majority  of  the  increase  will  support  the 
request  for  an  additional  283  positions.   The  staff  requested 
include  compliance  officers  to  work  in  the  partnership  area  as 
more  employers  choose  partnership  over  traditional  enforcement . 
Also  requested  are  small  business  specialists  to  provide  training 
and  assistance  to  the  small  business  community. 

Mr.  Porter:   Why  wouldn't  it  make  sense  to  significantly 
increase  the  State  consultation  grants? 

Mr.  Dear:   The  State  consultation  agreements,  as  well  as  the 
entire  OSHA  program,  could  effectively  use  significant  increases 
in  resources.   However,  the  constraints  of  the  overall  Federal 
budget  limit  the  priorities  that  could  be  pursued.   While  the 
State  consultation  programs  have  certainly  been  very  effective  in 
delivering  cost-free  assistance  to  small  businesses,  we  did  not 
want  to  limit  the  agency's  compliance  assistance  emphasis  to  those 
activities  provided  by  the  states. 

Mr.  Porter:   Are  there  waiting  lists  of  employers  who  want 
an  onsite  consultation  and  can't  get  one  because  of  lack  of  funds? 

Mr.  Dear:   In  recent  years,  the  backlog  in  State 
consultation  projects  has  totaled  about  3,000  cases  per  year. 
OSHA' s  consultation  program  is  designed  to  assist  smaller 
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businesses  with  occupational  safety  and  health  problems, 
especially  high-hazard  worksites.   Some  states  have  developed  a 
significant  backlog  of  consultation  requests,  especially  for 
industrial  hygiene  services.   Visits  to  such  businesses  require 
more  intensive  services  to  ensure  a  safe  and  healthful  workplace, 
including  the  provision  of  safety  and  health  program  assistance. 
In  addition,  many  projects  are  focusing  on  targeted  training  and 
assistance  activities  to  employers. 

ENFORCEMENT  AND  COMPLIANCE  ASSISTANCE 

Mr.  Porter:  What  percentage  of  your  1997  budget  would  you 
classify  as  compliance  assistance  activities  and  what  percentage 
as  enforcement  activities? 

Mr.  Dear:   In  the  FY  1997  budget  request,  15.2  percent  is 
designated  for  Federal  compliance  assistance  activities  and  9.7 
percent  for  State  consultation  grants.   With  respect  to 
enforcement  activities,  35.9  percent  of  the  budget  is  devoted  to 
Federal  enforcement.   In  addition,  21.5  percent  of  the  budget  is 
earmarked  for  State  Program  grants,  which  includes  enforcement, 
outreach  and  compliance  assistance  activities. 

Mr.  Porter:   Do  you  expect  these  percentages  to  change 
further  over  the  next  few  years,  if  you  are  still  here? 

Mr.  Dear:   The  New  OSHA  that  we  are  creating  values 
cooperation  and  assistance  in  working  with  employers.   At  the  same 
time,  we  are  equally  committed  to  the  notion  that  effective 
enforcement  activity  is  an  essential  element  in  OSHA's  program. 
Strong  enforcement  serves  both  as  an  inducement  to  employer 
cooperation  and  as  a  means  of  addressing  those  employers  who  do 
not  live  up  to  their  responsibilities  for  providing  a  safe  and 
healthy  workplace.   In  this  budget  request,  we  are  seeking 
increases  for  compliance  assistance  as  well  as  realigning  our 
existing  activities  to  more  properly  reflect  our  outreach 
activity.   We  will  continue  to  assess  the  most  effective  balance 
of  agency  approaches;  for  now,  we  are  comfortable  with  the  current 
proposed  alignment  of  resources. 
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IMPACT  OF  OSHA 

Mr.  Stokes:   What  is  OSHA's  mission,  and  how  is  OSHA's 
effectiveness  and  success  measured? 

Mr.  Dear:   OSHA's  mission,  set  forth  in  the  Occupational 
Safety  and  Health  Act  of  1970,  is  to  assure  so  far  as  possible 
every  working  man  and  woman  in  the  Nation  safe  and  healthful 
working  conditions . 

The  success  of  the  agency  is  measured  by  its  impact  in 
American  workplaces.   Since  OSHA's  creation  in  1970,  the  workplace 
fatality  rate  has  declined  by  57  percent.   In  areas  where  OSHA  has 
concentrated  its  enforcement  attention,  such  as  manufacturing, 
construction,  and  oil  and  gas  extraction,  the  injury  and  illness 
rates  declined  significantly  between  1975  and  1993. 

Standards  issued  and  enforced  by  the  agency  have  made  a  real 
difference  for  millions  of  working  people.   OSHA's  cotton  dust 
standard  has  virtually  eliminated  brown  lung  disease,  which  used 
to  plague  workers  in  the  textile  industry.   The  lead  standard  has 
reduced  poisoning  of  workers  in  smelting  plants  and  battery  plants 
by  two-thirds.   In  five  years  the  grain  dust  standard  reduced 
fatalities  in  grain  elevators  by  58  percent  and  reduced  related 
injuries  by  more  than  40  percent.   OSHA's  trenching  standard  has 
helped  reduce  trenching  fatalities  by  35  percent  since  1990. 

There  are  other  ways  of  measuring  OSHA's  impact.   A 
cooperative  program  with  employers  in  Maine  resulted  in  a  two- 
thirds  reduction  in  lost  workdays.   In  New  Jersey  OSHA  worked  with 
state  officials  and  contractors  to  reduce  lead  exposures  resulting 
from  bridge  repair  work;  over  four  years  the  number  of  over- 
exposed workers  dropped  from  one  in  four  to  one  in  fifty.   The 
number  of  cases  in  which  the  agency  has  enforced  the  law  against 
employers  who  fail  to  address  serious  hazards  has  increased. 
Enforcement  cases  involving  fines  of  $100,000  or  more  nearly 
doubled  from  FY  1994  to  FY  1995. 

CURRENT  STATE  OF  SAFETY  AND  HEALTH 

Mr.  Stokes:   In  the  time  span  of  this  afternoon's  hearing  of 
approximately  2  hours,  people  are  still  hard  at  work- -on  jobs 
across  the  country  many  will  be  injured.   Do  you  have  a  figure  for 
how  many  workers  are  seriously  injured  on  the  job  each  day  or  will 
be  injured  even  while  we  sit  here  this  afternoon  debating  the 
importance  of  protecting  their  safety  and  health  on  the  job?   If 
the  information  is  available,  provide  it  for  the  record.   In  your 
professional  judgment,  what  is  the  state  of  the  health  and  safety 
of  America's  work  force  in  the  workplace?   What  is  OSHA's  role  in 
helping  to  ensure  employee  and  employer  job  health  and  safety? 

Mr.  Dear:   Each  day  approximately  18,500  workers  are  injured 
or  made  ill  from  workplace  hazards.   America's  workers  are  safer 
now  than  when  OSHA  was  created  in  1970.   Since  inception  of  the 


510 


agency  the  fatality  rate  has  declined  57  percent.   Overall 
injury/illness  rates  have  decreased  by  24  percent  during  that 
period. 

OSHA's  role  is  to  form  partnerships  with  industry  and  labor 
in  order  to  protect  the  American  workforce.   OSHA  prefers  to  work 
with  employers  in  safeguarding  the  workplace  but  will  not  hesitate 
to  take  significant  enforcement  measures  against  those  employers 
who  neglect  their  responsibilities.   The  agency  must 
simultaneously  increase  protection  of  workers  and  decrease  red 
tape . 

INJURY  RATES 

Mr.  Stokes:   Please  include  in  the  record  a  state-by-state 
chart  showing  the  number  of  serious  on-the-job  injuries  for  the 
last  three  years  for  which  actual  data  is  available. 

Mr.  Dear:   Following  are  three  tables  presenting  data  on 
occupational  injuries  and  illnesses  and  fatalities.  Table  1 
presents  the  number  of  nonfatal  occupational  injury  and  illness 
lost  workday  cases  by  state  for  1991,  1992  and  1993.   Table  2 
presents  nonfatal  occupational  injury  and  illness  lost  workday 
incidence  rates  by  state  for  1991,  1992  and  1993.   Table  3 
presents  the  number  of  fatal  occupational  injuries  by  state  for 
1993  and  1994. 
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Number  of  Nonfatal  Occupational  Injury  and  Illness  Lost  Workday  Cases  by  State, 
Private  Industry,  1991,  1992,  and  1993 


Alabama 

Alaska 

Arizona 

Arkansas 

California 


Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 


Hawaii 

Idaho 

Indiana 

Iowa 

Kansas 


Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 


Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 


Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 


New  York 
North  Carol in 
North  Dakota 
Ohio 
Oklahoma 


Oregon 
Pennsylvania 
Rhode  Island 
South  Carolina 
Tennessee 


Texas 
Utah 
Vermont 
Virginia 


Washington 
West  Virginia 
Wisconsin 
Wyoming 


Number  of  Lost  Wc rkday  Cases  (000) 


1991 


48.3 

6.7 

35.0 


46.1 
7.4 


78.7 
38.9 
31.6 


48. 8 
35.9 
20.5 
47.2 


122.4 
53  .1 
31.6 

71.5 
6.6 


23.9 
23.4 


74.9 

4.1 


32.9 
65.3 


188.5 
19.2 
3.6 
63.2 


70.5 
19.2 


1992 


46,7 

7.0 

37.5 

30.3 

386.2 


46.8 
7.2 


130.7 
74.1 


41.8 
32.6 


49.5 
31.9 
18.4 
45.1 
60.8 


128.1 

54.7 

31.9 

73.2 

7.1 


22.1 
22.9 


147.0 
78.4 


11 

8 

31 

8 

6R 

2 

176 

3 

19 

2 

6 

9 

4.6 


1993 


47.4 

6.4 

39.7 

32.2 

355.5 


45.1 
7.9 


88 

1 

39 

8 

32 

4 

51 

7 

32 

8 

18 

2 

59.4 


132.7 

55.5 

33.8 

67.0 

6.4 


22.6 
20.7 


81.3 
14.0 


156.0 
81.2 


34.3 


39.4 
138.2 

11.8 
32.7 
71.8 


180.0 

19.0 

7.1 

64.7 


Note:   Dashes  •--•  indicate  data 
BLS  publication  guidelines. 

Department  of  Labor, 


that  are  not  available  or  data  that  do  not  meet 
Bureau  of  Labor  Statistics,  July  1993,  April 


25-051    96-17 
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Lost  Workday  Case  Incidence  Rate 


Alabama 

Alaska 

Arizona 

Arkansas 

California 


4.2 

4.6 
3.4 


4.0 
4.7 
3.6 
4.4 


4.3 
3.5 

4.4 
4  .0 


Connecticut 

Delaware 

District  of  Columbia 

Florida 


Georg 


la 


4.2 
3.1 


3.5 
3.5 


4.2 

3  .2 


3.5 
3.5 


Hawai  i 

Idaho 

Indiana 

Iowa 

Kansas 


4.7 
4.3 


4.7 
4.3 


Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 


5.0 
3.2 
6.2 
3.4 


2.9 

5.6 
3.3 


4.9 
2.9 
5.4 


Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 


5.0 
4.5 


4.9 
4.5 

3.7 


Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 


5.1 
5.1 


4.4 

4.9 


4.5 
4.2 


3.4 

3  .5 


New  York 
North  Carolina 
North  Dakota 
Ohio 
Oklahoma 


3.4 
2.6 


2.8 
3.5 


3.0 
3.5 


Oregon 
Pennsylvania 
Rhode  Island 
South  Carolina 
Tennessee 


4.0 
3.0 


Texas 
Utah 
Vermont 

Virginia 


3.7 
4.0 
4.0 


3.4 

3.8 
4.2 


Washington 
West  Virginia 
Wisconsin 

Wyoming 


5.1 

4.7 


S.2 
3.9 


Note:   Dashes  ■--■  indicate  data  that  are  not  available  or  data  that  do  not  meet 
BLS  publication  guidelines. 


1994  and  March  1995 
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Table  3 
Fatal  Occupational  Injuries  by  State,  1992,  1993  and  1994 

Number  of  fatalities 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 
Hawaii 
Idabo 
Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 
Massachusetts 
Michigan 
Minnesota 

Mississippi 


248 
148 


117 
153 


143 
103 
123 


252 
136 


143 
171 


160 
113 
121 


247 
195 

74 
106 
1S8 

187 


370 
226 


Missouri  140  131 

Montana  65  38 

Nebraska  43  78 

Nevada  4  9  38 

New  Hampshire 10 13 

New  Jersey  114  145 
New  Mexico  35  55 
New  York  314  345 
North  Carolina  169  214 
North  Dakota 20 30 21_ 

Ohio  203  190  209 
Oklahoma  72  86  94 
Oregon  85  84  80 
Pennsylvania  242  241  3S4 
Rhode  Island 17 16 11 

South  Carolina                   100                     87  81 

South  Dakota                    28                   28  31 

Tennessee  145  154  170 
Texas  536  529  497 
Utah 59 66 66 

Vermont                          11                      7  8 

Virginia                      174                   135  164 

Washington                       97                    112  118 

West  Virginia                    77                     66  61 

Wisconsin                       135                    138  109 

Wyoming 26 36 35 

Source:  U.S.  Department  of  Labor,  Bureau  of  Labor  Statistics  in  cooperation  with 
state  and  federal  agencies,  Cenaus  of  Fatal   Occupational   Injuries,    1992,  1993,  and 
1994. 


514 


LEVEL  OF  EFFORT  NEEDED 

Mr.  Stokes:   In  your  professional  judgement,  are  we  doing 
too  much  or  are  we  right  where  we  should  be  with  respect  to 
protecting  the  health  and  safety  of  the  nation's  work  force? 

Mr.  Dear:   Each  of  us- -government,  industry,  labor,  and  the 
safety  and  health  prof essions- -could  do  more  to  protect  the 
American  workforce.   Although  the  fatality  and  injury/illness 
rates  have  dropped  significantly  since  OSHA  was  established,  we 
still  have  a  long  way  to  go.   Every  year  work-related  accidents 
and  illnesses  take  an  estimated  56,000  lives.   That  is  more  than 
we  lost  in  battle  during  the  entire  Vietnam  War.   On  an  average 
day  18  workers  will  be  killed  in  safety  accidents  and  an  estimated 
137  more  will  die  from  occupational  disease.   Accidents  alone  cost 
the  economy  over  $112  billion  a  year. 

We  should  be  looking  at  every  possible  opportunity  to 
leverage  the  resources  of  the  public  and  private  sectors  in  the 
battle  against  occupational  hazards . 

MORALE  OF  AGENCY  STAFF 

Mr.  Stokes:   There  are  some  things  that  we  cannot  put  a 
price  tag  on,  yet  they  have  major  ramifications.   I  know  that  18 
months  of  fiscal  uncertainty  can  take  its  toll  on  an  agency,  a 
company,  a  family  and/or  an  individual.   What  has  been  the  impact 
of  this  situation  on  morale  at  the  agency? 

Mr.  Dear:   One  of  the  things  that  I  have  been  most  impressed 
with  during  my  tenure  at  OSHA  has  been  the  professional  commitment 
and  resiliency  exhibited  by  OSHA' s  staff.   There  is  no  question 
that  the  last  18  months  have  taken  their  toll --initiatives  have 
been  delayed,  younger  employees  have  sought  employment  elsewhere, 
and  the  momentum  of  our  reinvention  improvements  has  been  slowed. 
While  the  agency  never  doubted  the  importance  of  its  mission  to 
the  working  men  and  women  of  America,  there  were  certainly  moments 
when  we  weren't  sure  that  this  view  was  shared  by  others.   The 
passage  of  the  FY  1996  appropriations  bill  not  only  restored  a 
large  percentage  of  agency  funds,  but  it  rekindled  the  faith  and 
morale  of  OSHA  staff.   I  am  confident  that  the  agency  is  ready  to 
resume  its  efforts  on  behalf  of  American  workers. 

IMPACT  OF  SHUTDOWNS 

Mr .  Stokes :   On  a  broader  level ,  what  has  been  the  impact  of 
the  series  of  continuing  resolutions  and  government  shut  downs  on 
the  workers'  and  employers'  safety  and  health  with  respect  to 
activities  carried  out  by  the  Occupational  Safety  and  Health 
Administration? 

Mr.  Dear:  It  is  difficult  to  assess  the  exact  impact  that 
the  funding  interruptions  had  on  the  American  workplace  and 
workers.   To  the  extent  that  OSHA  was  unable  to  conduct 
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preventive  inspections,  provide  outreach  and  assistance,  or 
continue  action  on  safety  and  health  standards  intended  to  protect 
workers,  then  American  workers  clearly  suffered.   On  an  even 
broader  scale,  OSHA's  absence  during  the  shutdown,  and  the 
continued  attempts  to  undermine  the  agency  through  drastic  funding 
reductions,  likely  sent  the  wrong  signal  to  those  employers  who 
were  less  inclined  to  concern  themselves  with  the  safety  and 
health  of  their  workers. 

JOINT  OSHA-EPA  INITIATIVE  ON  CHEMICAL  SAFETY 

Mr.  Stokes:   With  respect  to  chemical  safety,  the  budget 
request  includes  an  increase  of  $3  million  and  5  FTEs  to  allow 
OSHA  to  initiate  a  joint  effort  with  the  Environmental  Protection 
Agency.   Specifically,  what  is  the  purpose  of  this  initiative, 
what  are  the  goals  and  objectives  of  this  effort,  and  does  this 
collaborative  effort  include  the  National  Institute  on 
Environmental  Health  Sciences  at  the  NIH? 

Mr.  Dear:   Section  112 (r)  of  the  Clean  Air  Act  as  Amended  in 
1990  mandated  the  establishment  of  a  Chemical  Safety  and  Hazard 
Investigation  Board,  an  independent  investigatory  body  along  the 
lines  of  the  National  Transportation  Safety  Board.   The  purpose  of 
the  Chemical  Safety  Board  was  to  investigate  chemical  accidents  to 
determine  their  root  causes,  and  issue  public  reports  containing 
recommendations  as  to  how  similar  accidents  could  be  prevented  in 
the  future.   Last  year,  the  Administration  determined  that  OSHA 
and  EPA  already  have  programs  that  overlap  much  of  the  Board's 
charter.   A  decision  was  made  that  the  most  effective  course  of 
action  would  be  to  enhance  and  combine  existing  OSHA  and  EPA 
activities,  rather  than  to  create  another  agency. 

The  Administration's  plan  was  to  divide  the  $6  million 
originally  slated  to  fund  the  Board  evenly  between  OSHA  and  EPA  so 
that  the  two  agencies  could  develop  a  joint  accident  investigation 
program,  transmit  investigation  findings  and  safety 
recommendations  to  Congress  and  the  public,  establish  a  third- 
party  review  process,  and  improve  technical  expertise,  analytical 
support,  and  investigator  training.   Accordingly,  $3  million  and  5 
FTE  appear  in  OSHA's  budget  request  for  this  effort. 

To  the  best  of  my  knowledge,  there  are  no  plans  at  this  time 
for  the  National  Institute  on  Environmental  Health  Science  to  be 
involved  in  this  effort. 

SMALL  BUSINESS 

Mr.  Stokes:  With  regard  to  worker  protection  regulations, 
in  your  professional  judgement,  should  special  consideration  be 
given  to  small  businesses? 

Mr.  Dear:   OSHA  should  take  into  consideration  the  special 
needs  of  small  business  employers,  who  often  do  not  have  the 
resources  or  staff  to  protect  their  workforce  as  do  larger 
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companies.   At  the  same  time,  workers  in  the  smaller  firms  have 
the  same  right  to  a  safe  and  healthful  workplace  as  those  in 
bigger  companies . 

OSHA  intends  to  establish  a  small  business  advocacy  office 
that  will  begin  working  with  the  Small  Business  Administration  to 
hear  the  views  of  that  sector  during  the  rulemaking  process .   OSHA 
will  soon  announce  a  revised  penalty  system  that  will 
substantially  increase  penalty  discounts  for  small  employers  and 
for  employers  who  make  good  faith  efforts  to  protect  workers. 
These  efforts  will  supplement  the  state-run,  OSHA  funded 
consultation  programs  which  have  provided  free  assistance  to  over 
100,000  small  and  medium-sized  employers  over  the  past  5  years. 

Mr.  Stokes:   How  can  this  be  done  without  jeopardizing 
worker's  health  and  safety? 

Mr.  Dear:   It  is  these  very  types  of  programs  that  ensure 
that  the  safety  and  health  of  workers  in  small  business 
establishments  are  not  jeopardized. 

BALANCE  BETWEEN  ENFORCEMENT  AND  COMPLIANCE  ASSISTANCE 

Mr.  Stokes:   In  your  professional  judgement,  overall  are  we 
getting  any  better  at  balancing  enforcement  and  assistance  to 
employers  with  regard  to  implementing  and  adhering  to  worker 
health  and  safety  requirements  and  guidelines? 

Mr.  Dear:   OSHA  is  improving  its  ability  to  balance 
enforcement  and  compliance  assistance.   For  example,  in  response 
to  concerns  that  the  agency  has  failed  to  distinguish  between  safe 
and  unsafe  employers  in  the  past,  OSHA  developed  programs  that 
treat  responsible  employers  differently  from  neglectful  ones.   For 
instance,  the  "Maine  200"  program  is  a  cooperative  enforcement 
effort  between  OSHA  and  employers  with  the  highest  number  of 
injuries.   OSHA  offered  the  employers  a  choice  between  traditional 
enforcement  and  a  cooperative  partnership.   Almost  all  chose  to 
cooperate  and  more  than  one-half  of  these  firms  have  already 
achieved  measurable  reductions  in  injuries  and  illness.  As  we  move 
toward  greater  balance  between  enforcement  and  compliance 
assistance,  it  is  important  to  remember  that  a  strong,  credible 
enforcement  program  is  absolutely  critical  to  successful 
partnership  and  compliance  assistance  efforts. 

COSTS  OF  ERGONOMICS  PROBLEMS 

Mr.  Stokes:   What  is  the  extent  of  the  ergonomics  problem 
with  respect  to  the  "people  impact,"  and  to  what  extent  has  the 
problem  escalated  over  the  past  5  to   10  years?  What  is  the  cost 
to  the  nation  and  business  in  terms  of  associated  health  care 
costs  and  lost  productivity? 

Mr.  Dear:   Estimates  of  the  magnitude  of  the  problem  range 
from  over  700,000  lost  workday  illnesses  and  injuries  to  more  than 
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2.7  million  workers'  compensation  claims  awarded  annually.   Much 
of  the  attention  in  recent  years  has  been  on  the  increasing  number 
of  upper  extremity  illnesses  associated  with  repeated  trauma, 
e.g.,  carpal  tunnel  syndrome .   According  to  the  Bureau  of  Labor 
Statistics  (BLS) ,  employers  reported  over  330,000  such  illnesses 
in  1994.   This  represents  over  60  percent  of  the  new  illnesses 
reported  to  BLS  that  year.   In  1984,  the  number  reported  was 
34,700.   Thus  it  has  increased  nearly  10  times  in  10  years.   OSHA 
estimates  that  work-related  musculoskeletal  disorders  cost  $20 
billion  a  year  in  direct  costs,  and  up  to  five  times  that  amount 
in  indirect  costs  such  as  lost  productivity,  hiring  of  new 
employees,  etc.   One  out  of  every  three  workers'  compensation 
dollars  is  spent  on  a  work- related  musculoskeletal  disorder. 

The  personal  toll  on  workers  who  experience  such  disorders 
is  incalculable.   Many  of  them  lose  the  ability  to  work,  thus 
affecting  them  economically  for  a  lifetime.   They  also  become 
unable  to  perform  many  of  the  routine  tasks  of  life  that  most  of 
us  take  for  granted- -buttoning  our  clothes,  brushing  our  hair, 
lifting  our  children,  and  driving  our  cars. 

EFFECT  OF  PROHIBITION  ON  ERGONOMICS  RULEMAKING 

Mr.  Stokes:   Where  health  and  safety  are  concerned,  there  is 
always  a  greater  cost  associated  with  doing  nothing,  and  ignoring 
the  condition,  as  compared  to  addressing  the  problem  early  on. 
How  will  the  prohibition  against  issuing  even  voluntary  ergonomics 
guidelines,  and  against  proposed  and  final  regulations,  impact  the 
workers '  safety  and  health? 

Mr.  Dear:   The  number  of  illnesses  and  injuries  and  the 
costs  associated  with  them  keep  climbing,  despite  predictions  that 
the  number  will  reach  a  plateau  or  decline.   Ergonomics  hazards 
affect  more  employers  and  employees  than  almost  any  other  hazard 
in  the  workplace.   While  some  employers  are  voluntarily 
identifying  and  fixing  problems  in  their  workplaces,  many  more  are 
unaware  of  either  the  problem  or  the  available  solutions.   A 
rulemaking  process  is  an  education  process.   It  increases 
awareness  among  employers  and  employees,  and  encourages  action  to 
address  problems.   In  the  one  industry  where  OSHA  has  addressed 
ergonomics  through  guidelines- -the  meatpacking  industry- -the  rate 
of  illnesses  from  repeated  trauma  is  declining.   A  mandatory 
standard  has  the  potential  to  produce  an  even  greater  effect  in 
improving  workplace  conditions. 

Mr.  Stokes:   Is  there  an  appropriate,  reasonable  and 
workable  solution  to  this  problem?  Are  voluntary  ergonomics 
guidelines  really  what  business  is  fighting  for?  Explain. 

Mr.  Dear:   Although  OSHA  seeks  to  take  a  variety  of  non- 
regulatory  approaches  to  addressing  ergonomic  protection,  the 
agency  believes  that  a  reasonable,  performance-oriented  standard 
is  also  an  important  tool  in  addressing  ergonomic  hazards .   The 
agency  would  like  to  continue  to  move  forward  on  developing  such  a 
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standard.   The  rulemaking  process  is  the  appropriate  forum  for  the 
discussion  of  the  issues  and  determination  of  a  reasoned  approach. 
Everyone  has  an  equal  chance  to  participate,  and  all  evidence  must 
be  produced  and  discussed.   Such  a  standard  entails  flexible, 
performance-based  criteria  that  enable  employers  to  determine  the 
appropriate  response  in  solving  problems  in  their  workplace.   In 
the  rulemaking,  the  agency  as  well  as  the  other  participants  must 
support  their  arguments  with  facts. 

As  far  as  we  can  determine,  it  does  not  appear  that  business 
is  fighting  for  voluntary  guidelines.   Voluntary  guidelines  may 
not  be  issued  under  the  FY  1996  appropriations  rider.   Although 
voluntary  guidelines  can  be  useful,  as  they  have  been  in  the 
meatpacking  industry,  they  can  also  present  difficulties  for  both 
the  employer  and  the  agency.   The  agency  is  not  supposed  to 
enforce  guidelines  that  have  not  gone  through  the  regulatory 
process  with  public  participation.   On  the  other  hand,  employers 
assume  they  must  follow  them  or  be  held  accountable  in  an 
enforcement  situation. 
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EVIDENCE  SUPPORTING  ERGONOMICS  RULEMAKING 

Ms.  Lowey:   Is  there  enough  evidence  to  issue  a  proposed 
ergonomics  standard? 

Mr.  Dear:   Yes,  we  believe  there  is  enough  evidence.   In 
order  to  issue  a  proposed  standard,  OSHA  must  establish  that 
employees  are  at  significant  risk  of  developing  an  adverse  health 
effect.   We  must  also  ascertain  that  there  are  technologically  and 
economically  feasible  means  of  reducing  that  risk  substantially. 
OSHA  has  done  a  preliminary  quantitative  risk  assessment,  as  well 
as  a  preliminary  economic  assessment,  to  address  these  issues. 
The  conclusions  drawn  from  these  analyses  is  that  employees  are  at 
significant  risk  of  developing  work-related  musculoskeletal 
disorders  when  exposed  to  ergonomic  risk  factors  in  the  workplace. 
The  causes  of  these  disorders  can  be  determined  from  the  available 
evidence,  and  there  is  also  evidence  to  show  that  reducing 
exposures  to  the  ergonomic  risk  factors  reduces  employees'  risks 
of  developing  the  disorders.   There  are  many  employers  who  have 
reported  great  success  in  reducing  the  number  and  severity  of 
work-related  musculoskeletal  disorders  in  their  facilities  through 
implementation  of  ergonomic  protection  programs.   In  addition  to 
improving  workers'  health,  this  has  resulted  in  reduced  workers' 
compensation  costs,  increased  productivity,  reduced  absenteeism, 
and  other  benefits  to  the  employer. 

SCIENTIFIC  DATA  ON  MUSCULOSKELETAL  DISORDERS 

Ms.  Lowey:   What  does  the  science  tell  us  at  this  time 
regarding  ergonomics? 

Mr.  Dear:   Work- related  musculoskeletal  disorders  are  the 
result  of  stresses  to  various  body  parts  caused  by  the  way  the 
work  is  performed.   The  positioning  of  the  body  and  the  type  of 
physical  work  that  must  be  done  to  complete  the  tasks  of  a  job  may 
cause  persistent  pain  and  lead  to  deterioration  of  the  affected 
joints,  tissues,  and  muscles  over  time.   The  longer  time  the 
worker  must  maintain  a  fixed  or  awkward  posture,  exert  force, 
repeat  the  same  movements,  experience  vibration,  or  handle  heavy 
items,  the  greater  the  chance  that  such  a  disorder  may  occur. 
These  job- related  stresses  are  referred  to  as  ergonomic  "workplace 
risk  factors,"  and  the  scientific  literature  demonstrates  that 
exposure  to  these  risk  factors,  particularly  in  combination  with 
each  other,  significantly  increases  an  employee's  risk  of 
developing  a  work- related  musculoskeletal  disorder. 

Ergonomics  is  the  science  which  prevents  injuries  to  workers 
by  fitting  the  job  to  the  person,  rather  than  the  person  to  the 
job.   An  ergonomic  evaluation  would  examine  the  jobs  or  tasks,  the 
workstation,  equipment  used,  and  processes  needed  to  complete  the 
work.   Then  these  elements  of  the  work  environment  can  be  designed 
or  modified  so  that  workers  can  perform  safely.   When  a  job  is 
designed  without  considering  the  worker,  it  will  not  be  done  in 
the  most  efficient  or  effective  manner.   Use  of  ergonomic  design 
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principles  is  good  for  business- -both  in  terms  of  productivity  and 
quality  of  the  product. 

SUPPORT  FOR  ERGONOMICS  RULEMAKING 

Ms.  Lowey:   If  there  is  enough  evidence  to  issue  a  proposed 
ergonomics  standard  at  this  time,  how  will  the  decision  be  made? 

Mr.  Dear:   The  decision  to  proceed  to  publish  a  notice  of 
proposed  rulemaking  is  based  on  a  determination  that  there  is  a 
significant  risk,  and  that  there  are  technologically  and 
economically  feasible  means  available  to  substantially  reduce  that 
risk.   OSHA  believes  that  these  tests  have  been  met  based  on  its 
analyses  of  the  best  available  evidence.   Thus  OSHA  has  included 
promulgation  of  an  ergonomic  protection  standard  in  its  regulatory 
agenda  for  several  years.   However,  the  agency  cannot  proceed  with 
promulgation  of  such  a  rule  under  the  terms  of  the  current 
appropriations  rider. 

The  rulemaking  process  is  designed  to  be  deliberative  and 
participatory.   OSHA  believes  that  this  is  the  appropriate 
approach  to  take  to  address  any  differences  of  opinion  regarding 
the  evidence,  and  to  give  all  interested  parties  an  opportunity  to 
comment  on  the  proposed  provisions  and  supporting  documentation. 

RULEMAKING  PROCESS 

Ms.  Lowey:   What  is  the  process  that  OSHA  uses  to  develop 
final  standards? 

Mr.  Dear:   In  the  development  of  a  final  safety  or  health 
standard,  OSHA  follows  a  thorough  rulemaking  process  to  ensure 
that  all  relevant  considerations  are  appropriately  addressed. 

First,  in  accordance  with  the  OSH  Act  and  the  court 
decisions  interpreting  the  Act,  OSHA  must  prove  on  the  basis  of 
substantial  evidence  that  a  significant  risk  to  workers  exists . 
OSHA  must  also  demonstrate  that  the  standard  will  significantly 
reduce  the  risk  to  workers.   OSHA  is  also  required  to  conduct  an 
analysis  of  the  effects  of  compliance  with  the  standard,  and  to 
demonstrate  that  the  standard  is  both  technologically  and 
economically  feasible  for  each  affected  industry. 

In  the  development  of  all  standards,  as  required  by 
Executive  Order  12866,  OSHA  considers  both  regulatory  and 
nonregulatory  alternatives  and  evaluates  their  cost-effectiveness. 
Standards  are  designed  to  achieve  the  regulatory  objective  in  the 
most  cost-effective  manner.   In  accordance  with  the  requirements 
of  the  Regulatory  Flexibility  Act,  OSHA  gives  special 
consideration  to  the  impacts  of  standards  on  small  businesses,  and 
seeks  to  tailor  its  standards  to  impose  the  least  burden  on  the 
regulated  community,  consistent  with  meeting  the  regulatory 
objectives. 
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In  promulgating  final  standards,  OSHA  adheres  to  the 
requirements  of  the  Administrative  Procedures  Act .   Following 
extensive  research  by  the  agency  to  form  the  basis  of  a  standard, 
including  consultation  with  stakeholders,  OSHA  often  issues  an 
Advanced  Notice  of  Proposed  Rulemaking  (ANPR)  to  solicit 
additional  information  from  all  available  sources.   Standards  are 
initially  issued  as  proposals  and  interested  parties  are  given  the 
opportunity  to  provide  further  input  either  in  writing  or  at 
public  hearings.   Final  standards  are  based  on  a  comprehensive 
rulemaking  record  and  reflect  comments,  data,  and  information 
submitted  by  interested  members  of  the  public. 

JUDGMENTS  PRIOR  TO  RULEMAKING 

Ms.  Lowey:   Is  it  premature  for  OSHA  or  for  any  federal 
health  agency  or  Institute  to  make  a  conclusion  about  the  adequacy 
of  the  science  before  the  public  process  is  undertaken? 

Mr.  Dear:   OSHA  has  determined  that  the  evidence  that 
musculoskeletal  disorders  can  be  reduced  through  workplace 
interventions  is  strong  enough  to  warrant  beginning  the  public 
process.   It  is  through  this  process,  which  includes  at  a  minimum 
a  lengthy  public  comment  period  and  a  trial -type  hearing  at  which 
OSHA  and  other  witnesses  can  be  cross-examined  by  interested 
members  of  the  public,  that  the  preliminary  conclusions  reached  by 
OSHA  staff  and  other  experts  in  the  field  can  be  challenged, 
strengthened,  or  rejected  in  an  open  way.   Therefore,  it  is  indeed 
premature  for  OSHA  or  any  other  outside  group  to  issue  definitive 
conclusions  about  the  adequacy  or  implications  of  the  agency's 
preliminary  risk  assessment  until  it  has  had  a  chance  to  undergo 
this  scrutiny. 
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RESIDENTIAL  CONSTRUCTION  STANDARD 

Mr.  Hoyer:   You  have  been  involved  with  the  homebuilders  to 
better  tailor  construction  regulations  to  the  residential 
construction  sector.   What  is  OSHA' s  position  on  separate 
residential  construction  standards?   What  are  potential  barriers 
to  the  development  of  such  standards?   Your  budget  includes  a 
request  of  $10  million  and  12  FTE  to  accelerate  your  efforts  to 
rewrite,  streamline,  and  update  one-third  of  the  agency's  safety 
and  health  regulations.   Do  you  intend  to  revise  construction 
regulations  as  part  of  that  effort? 

Mr.  Dear:   OSHA  has  already  developed  a  vertical  standard 
that  recognizes  the  unique  requirements  of  the  construction 
industry.   A  homebuilding  standard  would  be  a  vertical  standard 
within  a  vertical  standard.   This  would  result  in  costly 
redundancy,  counter  to  recent  government  efforts .   Most 
requirements  would  have  to  be  set  forth  once  for  the  construction 
industry  as  a  whole  and  again  for  the  homebuilding  industry  even 
though  there  would  be  no  practical  difference  in  the  requirements. 
Most  hazards  in  residential  construction  are  similar  to  those  in 
other  types  of  construction. 

Unique  factors  in  residential  construction  work  can  be  more 
easily  addressed  and  understood  by  modifying  the  current 
construction  standards  than  by  developing  a  residential  standard 
that  would  have  to  contain  virtually  all  of  the  other  standards  as 
well  as  the  unique  requirement.   This  approach  was  effectively 
used  by  OSHA  in  its  recent  promulgation  of  the  fall  protection 
standards,  wherein  special  provision  was  made  for  the  homebuilding 
industry. 

OSHA's  FY  1997  budget  includes  a  major  effort  to  rewrite, 
streamline,  and  update  one-third  of  the  agency's  safety  and  health 
regulations.   Construction  standards  are  among  those  to  be 
addressed.   The  exact  portion  of  resources  dedicated  to 
construction  has  not  yet  been  determined. 

FUNDING  FOR  STATE  PARTNERSHIP  INITIATIVES 

Mr.  Hoyer:   Your  budget  request  includes  $2.7  million  to 
support  the  efforts  of  State  plan  States  who  follow  Federal  OSHA's 
lead  in  developing  and  implementing  partnership  opportunities. 
How  will  States  be  selected  for  these  funds?  How  will  the  funds 
be  used? 

Mr.  Dear:   We  anticipate  distributing  these  additional  FY 
1997  state  grant  funds  in  accordance  with  our  established  "funding 
formula,"  but  also  taking  into  consideration  appropriate  funding 
for  States  which  implement  programs  similar  to  the  Federal 
Cooperative  Compliance  Program,  other  partnership  efforts 
developed  by  Federal  OSHA,  or  state- initiated  innovations  which 
provide  incentives  for  employers  who  take  positive  actions  to 
ensure  their  employees'  safety  and  health.   Funds  may  be  used  for 
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such  activities  as  identifying  employers  with  whom  partnerships 
could  be  formed,  development  of  new  policies,  training  of  State 
staff  in  implementing  these  policies,  conducting  outreach 
activities  for  employers,  and  administrative  costs  such  as 
printing  and  mailing. 

The  funding  formula  establishes  a  method  that  OSHA  and  the 
states  have  agreed  upon  for  distribution  of  any  new  funds  or 
program  increases  above  cost-of-living  increases.   Its  goal  over 
time  is  to  attempt  to  correct  existing  inequities  in  funding  that 
have  been  exacerbated  in  recent  years  due  to  limited  Federal 
matching  funds. 

PROPOSED  TUBERCULOSIS  STANDARD 

Mr.  Hoyer:   During  the  public  comment  period,  this 
subcommittee  heard  from  nurses  about  the  proposed  regulations 
regarding  protection  from  TB.   The  nurses  contend  that  current 
practice  has  already  dealt  with  the  problem  of  TB  transmission, 
and  that  OSHA  is  about  to  issue  regulations  requiring  the  most 
expensive  --  and,  they  believe,  unnecessary  --  technology 
available  to  deal  with  the  problem.   How  would  you  respond  to 
these  claims? 

Mr .  Dear :   I  feel  that  the  Subcommittee  should  be  aware  of 
some  general  statistics  before  I  directly  address  the  statements 
made  by  the  Association  for  Professionals  in  Infection  Control  and 
Epidemiology  (APIC) .   Although  the  total  number  of  TB  cases 
reported  nationally  has  been  falling  since  1993,  there  is  still  a 
9.7  percent  increase  in  the  number  of  cases  reported  in  1994  over 
the  number  reported  in  1985  (the  year  with  the  lowest  number  of  TB 
cases  since  national  reporting  began  in  1953) .   The  Centers  for 
Disease  Control  and  Prevention  (CDC)  has  recommended  various 
control  measures  which  they  believe  are  both  necessary  and 
effective  for  controlling  the  transmission  of  TB.   It  is  the 
implementation  of  such  control  measures  in  limited  geographical 
areas  (such  as  New  York  City)  which  is  partially  responsible  for 
the  decline  in  the  number  of  reported  TB  cases  nationwide,  even  as 
the  rate  increases  in  other  parts  of  the  nation. 

In  their  testimony,  APIC  addresses  the  overall  public  health 
problem  presented  by  TB  and  specifically  mentions  and  praises  the 
work  of  the  CDC.   In  addition,  they  state  that  the  reason  that 
OSHA  is  drafting  TB  regulations  is  because  many  of  the  infected 
health  care  workers  have  Multi-Drug  Resistant  Tuberculosis  (MDR 
TB) .   They  imply  that  OSHA' s  draft  regulation  was  the  first  to 
introduce  the  use  of  respirators  and  respirator  fit  testing.   They 
feel  that  respirators  and  the  associated  fit  testing  offer  no 
benefits  and  have  extremely  high  and  unnecessary  costs.   APIC 
states  that  dollars  spent  for  prevention  need  to  be  spent  in  ways 
that  are  based  on  science,  not  altruism. 
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An  individual  can  become  infected  with  tuberculosis  when  he 
or  she  inhales  droplet  nuclei  that  contain  the  organism  that 
causes  TB,  Mycobacterium  tuberculosis.   These  droplet  nuclei  are 
expelled  into  the  air  when  a  person  with  infectious  TB  coughs  or 
speaks.   Often,  engineering  controls,  work  practice  controls,  and 
other  precautions  are  not  adequate  to  protect  a  worker  from 
breathing  droplet  nuclei  expelled  by  a  patient . 

The  CDC  recognized  the  need  for  respirators  in  their  most 
recent  1994  TB  guidelines.   They  state  that  respirators  should  be 
worn  when  an  employee  enters  an  isolation  room  housing  an 
infectious  TB  patient,  when  the  patient  is  undergoing  cough- 
inducing  procedures,  and  in  other  settings  where  engineering  and 
administrative  controls  are  not  adequate  to  protect  the  employee. 
They  also  state  the  criteria  for  the  type  of  respirator  to  be  used 
and  say  that  it  has  to  be  fit  tested  in  a  reliable  way. 

OSHA' s  actions  in  this  area  have  been  based  upon  guidance 
for  appropriate  actions  that  were  taken  from  CDC  TB  guidelines. 
Criticisms   leveled  at  OSHA  regarding  use  of  respirators  are  in 
direct  opposition  to  the  recommendations  of  the  CDC.   In  addition, 
less  than  a  year  ago  NIOSH  approved  a  new  type  of  respirator,  the 
N  95,  that  can  be  used  for  protection  against  TB.   These 
respirators  are  more  comfortable  and  less  expensive  than  the  high- 
efficiency  respirators  that  were  used  previously. 
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EMPLOYMENT  AND  TRAINING  ADMINISTRATION 
TRAINING  AND  EMPLOYMENT  SERVICES 

For  necessary  expenses  of   the  Job   Training  Partnership  Act,    as  amended, 
including   the  purchase  and  hire  of  passenger  motor  vehicles ,    the  construction , 
alteration,    and  repair  of  buildings  and  other  facilities ,    and   the  purchase  of 
real  property  for  training  centers  as  authorized  by  the  Job  Training 
Partnership  Act;l/   the  Women   in  Apprenticeship  and  Nontraditional   Occupations 
Act;   National  Skill   Standards  Act  of  1994;   and  the  School -to-Work 
Opportunities  Act;    $5 ,080 ,060 ,000  plus  reimbursements ,    of  which  $4 ,790 ,728 ,000 
is  available  for  obligation  for   the  period  July  1,    1997   through  June  30,    1998; 
of  which  $88 ,685 ,000   is  available  for   the  period  July  1,    1997   through  June  30, 
2000  for  necessary  expenses  of  construction,    rehabilitation ,    and  acquisition 
of  Job  Corps  centers  2/ ;   and  of  which  $200 ,000 ,000  shall   be  available  for  the 
period  July   1,    1997   through   September  30,    1998,    for  carrying  out  activities  of 
the  School- to-Work  Opportunities  Act:      Provided,    That  $50 ,000 ,000      shall   be 
for  carrying  out  section  401   of  the  Job  Training  Partnership  Act,    $65 ,000 ,000 
shall   be  for  carrying  out   section  402  of  such  Act,    $7 ,300 ,000   shall   be  for 
carrying  out  section  441   of  such  Act  3/ ,    $2,530,000  shall  be  for  all 
activities  conducted  by  and   through   the  National  Occupational   Information 
Coordinating  Committee  under  such  Act   4/,  $947 ,000 ,000   shall   be  for  carrying 
out   title  II,   part  A  of  such  Act,    and  $126 ,672 ,000  shall   be  for  carrying  out 
title  II,    part  C  of  such  Act:      Provided  further,    That  no  funds  from  any  other 
appropriation  shall   be  used   to  provide  meal   services  at  or  for  Job  Corps 
centers:      Provided  further,    That  funds  provided  for  title  III  of   the  Job 
Training  Partnership  Act  shall   not  be  subject   to   the  limitation  contained  in 
subsection    (b)   of  section  315  of  such  Act;    that   the  waiver  described  in 
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section  315(a)(2)   may  be  granted  if  a  substate  grantee  demonstrates   to   the 
Governor   that  such  waiver  is  appropriate  due   to   the  availability  of  low-cost 
retraining  services,    is  necessary  to  facilitate   the  provision  of  needs-related 
payments   to  accompany  long-term  training,    or  is  necessary   to  facilitate   the 
provision  of  appropriate  basic  readjustment  services;    and   that  funds  provided 
for  discretionary  grants  under  part  B  of  such   title  III  may  be  used   to  provide 
needs-related  payments   to  participants  who,    in   lieu  of  meeting   the  enrollment 
requirements  under  section  31b(e)   of  such  Act,    are  enrolled  in   training  by  the 
end  of   the  sixth  week  after  grant  funds  have  been  awarded:      Provided  further, 
That  service  delivery  areas  may  transfer  funding  provided  herein  under 
authority  of   title  II,   parts  B  and  C  of   the  Job  Training  Partnership  Act 
between    the  programs  authorized  by   those   titles  of   the  Act,    if  such   transfer 
is  approved  by   the  Governor  5/:      Provided  further,    That  service  delivery  areas 
and  substate  areas  may  transfer  up   to  20  percent  of   the  funding  provided 
herein   under  authority  of   title  II,    part  A  and   title  III  of   the  Job  Training 
Partnership  Act,    if  such   transfer  is  approved  by   the  Governor   6/. 
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Explanation  of  Language  Change 


1/   Funding  is  no  longer  being  requested  for  the  Glass  Ceiling  Commission, 
authorized  by  the  Civil  Rights  Act  of  1991. 

2/  Funding  is  no  longer  being  requested  for  the  construction  of  new  Job 
Corps  centers . 

3/  Funding  is  no  longer  being  requested  for  the  National  Commission  for 
Employment  Policy. 

4/  Additional  funding  is  no  longer  being  requested  for  the  Rural  Concentrated 
Employment  Programs. 

5/  This  language  provides  for  the  unrestricted  transfer  of  appropriated  funds 
between  the  JTPA  title  II-B  Summer  Youth  Employment  Program  and  the  title 
II -C  Youth  Training  Grant  program. 

6/  This  language  provides  for  the  transfer  of  up  to  20  percent  of  the 
appropriated  funds  between  the  JTPA  title  II -A  Adult  Training  Grants 
program  the  title  III  Dislocated  Worker  Assistance  program. 
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ANALYSIS  OF  APPROPRIATION  LANGUAGE 


Language  Provision 

.  . .$5,080,060,000  plus 
reimbursements ,    of  which 
$4,790 ,728 ,000   is  available  for 
obligation  for   the  period  July  1, 
1997   through  June  30,    1998;    of  which 
$88 ,685 ,000   is  available  for  the 
period  July  1,    1997   through  June  30, 
2000  for  necessary  expenses   of 
construction,    rehabilitation,    and 
acquisition  of  Job  Corps   centers; 
and  of  which  $200,000,000  shall   be 
available  for   the  period  July  1, 
1997   through  September  30,    1998,   for 
carrying  out  activities  of   the 
School- to-Work  Opportunities  Act: 
Provided,    That  $50 ,000,000     shall   be 
for  carrying  out   section  401   of   the 
Job  Training  Partnership  Act, 
$65 ,000 ,000  shall   be  for  carrying 
out   section  402  of  such  Act, 
$7,300,000   shall   be  for  carrying  out 
section  441   of  such  Act,    $2,530,000 
shall   be  for  all   activities 
conducted  by  and   through   the 
National   Occupational   Information 
Coordinating  Committee  under  such 
Act,    $947 ,000 ,000  shall   be  for 
carrying  out   title  II,    part  A  of 
such  Act,    and  $126  ,672 ,000  shall   be 
for  carrying  out    title  II,    part  C  of 
such  Act . . . 


Explanation 

This  language  specifies  the  amounts 
which  represent  the  Administration's 
requests,  including  alternatives  to 
the  amounts  provided  in  the 
authorizing  language. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 
(Dollars  in  Thousands) 

1995 
Comparable        1996  1997 

A.  Appropriation!/ $3,906,532     $4,146,278        $5,080,060 

Subtotal  appropriation  (adjusted)..    3,906,532     $4,146,278  5,080,060 

Offsetting  collections  from: 

Reimbursements 4.148         4.000  4.000 

B.  Gross  Budget  Authority 3,910,680      4,150,278        5,084,060 

Offsetting  collections  deduction: 

Re  imbur  sements (4.148)        (4.000)  (4.000) 

C.  Budget  Authority  Before 

Committee 3,906,532       4,146,278        5,080,060 

Other  unobligated  balances, 

start  of  year 1,615,455       1,070,031        1,083,207 

Other  unobligated  balances, 

end  of  year (1,070,031)      (1,083,207)      (1,438,639) 

Unobligated  balance 

expiring (2,426)  -0-  -0- 

Unobligated  balance 

transferred  to  DOE (10,000)  -0-  -0- 

Unobligated  balance 

transferred  from  DOE 2,000  -0-  -0- 

Recovery  of  prior  year  obligations.      14.459        -0-         -0- 

Total,  Estimated 

obligations 4.455,989        4,133,102        4,724,62 


1/  Reflects  1995  post  rescission  amounts  pursuant  to  P.L.  103-333  and  P.L.  104-19. 
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SUMMARY  OF  CHANGES 
(Dollars  in  Thousands) 

1996  1997  Net  Change 

Budget  Authority 

General  Funds $4,146,278      $5,080,060         +$933,782 


Explanation  of  Change:  General  Funds 

Increases : 

A.  Built-in: 

To  provide  for  increased  costs  of  the  Job  Corps +24,367 

B.  Program: 

To  provide  for  an  increase  in  the  Adult  Training  Grants 

Program  (1996  Base:  $850,000) +97,000 

To  provide  increased  funding  for  the  Dislocated  Worker 
Assistance  Program 
(1996  Base:  $1,097,500) +195,500 

To  provide  increased  funding  for  the  Summer  Youth  Employment 

and  Training  Program  (1996  Base:  $625,000) +246,000 

To  provide  increased  funding  for  Job  Corps  center  operations 
slot  increases 
(1996  Base:  $972,475) +67,982 

To  provide  increased  construction  funding  for  existing  Job 

Corps  centers  (1996  Base:  $72,243) +16,442 

To  provide  increased  funds  for  the  School-To-Work  systems 

(1996  Base:  $170,000) +30,000 

To  provide  increased  funds  for  Research  and  Evaluation 

activities  (1996  Base:  $6,196,000) +4,000 

To  provide  increased  funds  for  the  National  Skill  Standards 

Advisory  Board  (1996  Base:  $4,000) +5,000 

To  provide  initial  funding  for  the  Opportunity  Areas  for  Out- 

of  School  Youth  initiative  (1996  Base:  $-0-) +250,000 
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Explanation  of  Change:  General  Funds 

Increases : 

To  provide  initial  funding  for  the  Jobs  for  Residents 

initiative  (1996  Base:  $-0-) +50,000 

To  provide  initial  funding  for  the  Incumbent  Workers 

demonstration  (1996  Base :  $-0- ) +15  ,  000 

To  provide  increased  funding  for  the  Women  in  Apprenticeship 

and  Non-Traditional  Occupations  Act  (1996  Base:  $610)...       +37 

Subtotal +976.961 

Total  Increase +1,001,328 


B.  Program: 

To  reflect  the  elimination  of  construction  funding  for  Job 

Corps  expansion  ( 1996  Base  :  $49  .224) -49  ,  224 

To  reflect  reduced  funding  for  the  Native  American  Program 

(1996  Base:  $52.502) -2,502 

To  reflect  reduced  funding  for  the  Migrant  and  Seasonal 

Farmworkers  Program  (1996  Base:  $69,285) -4,285 

To  reflect  reduced  funding  for  Pilot  and  Demonstrations 

activities  (1996  Base:  $27,140) -3,423 

To  reflect  reduced  funding  for  NOICC  (1996  Base:  $8,000)..      -5,470 

To  reflect  the  elimination  of  the  Glass  Ceiling  Commission 

(1996  Base:  $142) -142 

To  discontinue  one-time  funding  for  the  Paralympic  Games 

(1996  Base:  $2,500) -2,500 

Total  Decrease -67,546 

Total  Change +933  ,  782 
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BUDGET  AUTHORITY  BY  ACTIVITY 
(Dollars  in  Thousands) 

1995  1996  1997 

Budoet  Authority  applied  to      Comparable  Conference Estimate 

General  Funds: 

1.  Adult  Training  Grants 996,813  850,000  947,000 

2.  Dislocated  Worker  Assistance  1,228,550  1,097,500  1,293,000 

3.  Youth  Training  Grants 76,672  126,672  126,672 

4.  Sunmer  Youth  Program 184,788  625,000  871,000 

5.  School -to-Work  Opportunities   122,500  170,000  200,000 

6.  Job  Corps 1,089,222  1,093,942  1,153,509 

7.  Native  Americans 59,787  52,502  50,000 

8.  Migrant  &  Seasonal  Farmworkers  79,967  69,285  65,000 

9.  Veterans'  Employment 8,880  7,300  7,300 

10.  national  Activities           59.353  54^077  366,579 

a.  labor  Market  Information    (5,489)  (5,489)  (5,489) 

b.  Research  and  Evaluation     (9,196)  (6,196)  (10,196) 

c.  Pilots  and  Demonstrations  (33,079)  (27,140)  (23,717) 

d.  Opportunity  Areas  for 

Out-of-School  Youth          (-0-)  (-0-)  (250,000) 

e.  jobs  for  Residents (0)  (-0-)  (50,000) 

f.  incumbent  Worker  Demo        (-0-)  (-0-)  (15,000) 

g.  NOICC (5,500)  (8,000)  (2,530) 

h.  Skill  Standards (4,500)  (4,000)  (9,000) 

i.  Homeless  Job  Training..       (107)  (-0-)  (-0-) 

j.  Glass  Ceiling  Comni ss i on     (738)  (142)  (-0-) 

k.  Women  in  Apprenticeship      (744)  (610)  (647) 

I.  Paralympic  Games            (-0-)  (2,500)  (0-> 

Total  Budget  Authority S3,906,532  14,146,278  J5, 080, 060 


1996/1997 
Change 


97,000 
195,500 

-0- 
246,000 
30,000 
59,567 
(2,502) 
(4,285) 
-0- 
312.502 
(-0-) 
(4,000) 
(-3,423) 

(250,000) 

(50,000) 

(15,000) 

(-5,470) 

(5,000) 

(-0-) 

(-142) 

(37) 

(-2,500) 

($933,782) 
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BUDGET  AUTHORITY  BY  OBJECT  CUSS 
(Dollars  in  Thousands) 

1995  1996  1997 

Comparabte  Conference  Estimate 

Personnel  compensation: 

Permanent  positions $46,230  $47,779  $49,292 

Positions  other  than  permanent      3,472  3  600  3  709 

Other  personnel  compensation..       2.544  2.473  2.472 

Subtotal,  personnel  compensation     52,246  53,852  55,473 

Personnel  benefits 13,097  13,531  13,944 

Benefits  for  former  personnel..        857  885  913 

Travel/transportation  of  persons      2,641  2,776  2,884 

Transportation  of  things 1,043  1,052  1,074 

Rental  Payments  to  GSA 950  978  1,027 

Rental  Payments  to  Others 93  92  94 

Communications/utilities/misc  charges  5,288  5,317  5,443 

Printing  and  reproduction 343  338  389 

Other  services..! .. 1/ 49,421  49,069  54,452 

Purchases  of  goods/services 

from  Government  accounts 2,558  2,977  2,977 

Research/Development  Contracts,       3,342  3,446  4,023 

Supplies  and  materials 22,828  22,754  23,230 

Equipment 1,864  2,001  2.041 

Land  and  structures 102  101  103 

Grants,  subsidies,  contributions   3,749,773  3,987,023  4,911,902 

Insurance  claims  and  indemnities   86  86  91 

Total,  budget  authority 

by  object  class 3,906,532  4,146,278  5,080,060 

Working  Capital  Fund 

obligations  included  above...     (2,432)  (2,821)  (2,821) 

1/  Includes  the  following  amounts  for  services  of  other  agencies: 

Dept.  of  Interior (9,948)  (9,893)  (10,097) 

Oept.  of  Agriculture (26,650)  (26,504)  (27,049) 


1996/1997 

Change 


$1,513 
109 


1,621 
413 


577 
476 


924,879 
5 


(204) 
(545) 
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SIGNIFICANT  ITEMS   IN  THE  1996 
HOUSE.  SENATE.  AND  CONFERENCE  REPORTS 


Action  to  be  Taken 


1996  House  Report  (No.  104-209) 


Placement  of  Dislocated  Workers 

"The  Committee  is  aware  of  a 
Department  of  Labor  grant  made 
earlier  this  year  which  brought 
together  representatives  from  State 
and  Federal  governments,  business, 
labor  and  the  outplacement  industry, 
to  participate  in  workshops  across 
the  country.   The  workshops 
identified  the  benefits  of  creating 
partnerships  between  the  private  and 
public  sectors  to  provide  cost- 
effective  reemployment  services.   The 
Committee  urges  the  Department  to 
further  facilitate  such  collaborative 
efforts  and  to  demonstrate  this 
partnership  concept  across  the 
country. " 


The  Job  Training  Partnership  Act 
(JTPA)  Title  III  program  provides 
block  grants  to  States  and  substate 
grantees  to  enable  them  to  offer  a 
wide  range  of  services  that  are 
responsive  to  local  conditions  and 
needs.   Decisions  as  to  types  of 
services  and  service  providers  are 
made  at  the  local  level,  under  the 
guidance  of  a  Private  Industry 
Council  made  up  of  local  business 
leaders  and  representatives  of  the 
citizens  and  agencies  in  the 
community.   Private  sector  vendors 
may  receive  contracts  to  deliver 
services  advantageous  to  particular 
local  circumstances. 

The  Department  continues  to  encourage 
partnership  between  public  dislocated 
worker  assistance  programs  and 
private  outplacement  firms  and  has 
provided  guidance  on  ways  State 
agencies  could  coordinate  with 
outplacement  firms  when  planning  and 
providing  services  to  dislocated 
workers.   A  report  prepared  by  the 
Association  of  Outplacement 
Consulting  Firms  International 
(AOCFI)  describing  the  results  of  its 
grant  from  the  Department  to  conduct 
workshops  across  the  country  to 
identify  the  benefits  of  creating 
partnerships  between  the  private  and 
public  sectors  to  provide  cost- 
effective  reemployment  services  was 
sent  to  all  State  JTPA  liaisons,  all 
State  Worker  Adjustment  Liaisons,  and 
all  State  Wagner -Peyser  Administering 
Agencies . 
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SIGNIFICANT  ITEMS   IN  THE  1996 
HOUSE.  SENATE.  AND  CONFERENCE  REPORTS 


TES-11 


1996  House  Report  (No.  104-209) 


Action  to  be  Taken 


The  Department  also  sent  a  case  study 
prepared  by  The  Transition  Team,  a 
private  outplacement  agency, 
outlining  a  successful  partnership  in 
which  an  employer,  State  rapid 
response  teams  from  two  States,  and 
an  outplacement  team  worked  together 
successfully  to  provide  career 
transition  services  to  workers 
affected  by  a  plant  closing. 

The  Department  has  recently 
undertaken  demonstration  programs,  a 
Job  Development  Broker  Program  and  a 
Special  Targeted  Dislocated  Worker 
Services  Project,  seeking  ways  to 
demonstrate  innovative  ways  to  help 
dislocated  workers  get  new  jobs. 
Approximately  $4  million  in  grants 
was  offered  to  competitively  selected 
service  providers,  including  private 
sector  firms,  for  these  programs. 
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SIGNIFICANT  ITEMS   IN  THE  1996 
HOUSE.  SENATE.  AND  CONFERENCE  REPORTS 


Item 

1996  House  Report  (No.  104-209) 


Action  to  be  Taken 


Poor  Performing  Job  Corps  Centers 

"The  Committee  urges  the  Department 
to  continue  to  crack  down  on  poor- 
performing  Job  Corps  centers. . . .While 
recognizing,  that  the  Department  has 
taken  some  steps  to  begin  to  address 
this  situation,  the  Committee 
believes  that  more  needs  to  be  done. 
If  changing  the  center  operator  and 
other  management  actions  do  not  solve 
the  problems ,  then  the  Department 
needs  to  think  about  closing  some  of 
the  chronic  poor-performers.   The 
Committee  notes  that  the  bill  repeals 
section  427(c)  of  the  Job  Training 
Partnership  Act,  as  requested  by  the 
Administration.   This  will  permit  the 
Department  to  contract  out  those 
civilian  conservation  centers  that 
are  currently  operated  by  the  Federal 
government  itself.   If  some  of  these 
centers  continue  to  perform  poorly, 
the  Department  should  utilize  this 
authority. " 


The  Department  shares  the  Committee's 
concern  about  the  relatively  few  Job 
Corps  centers  that  have  demonstrated 
persistently  poor  performance.   In 
recent  years ,  we  have  made  it  a 
policy  to  intervene  aggressively  at 
these  Job  Corps  centers .   The 
specific  actions  we  have  taken 
include:  temporary  center  closure, 
center  relocations,  high  performance 
challenge  teams,  cross  regional 
center  reviews,  center  capacity 
downsizing,  changing  center 
management  and  other  key  staff, 
facility  improvements,  using  staff 
from  successful  centers  to  provide 
assistance,  and  subcontracting  major 
program  components .   For  the  present 
time ,  the  Department  has  no  plans  to 
close  any  Job  Corps  center.   This 
reflects  our  confidence  that  efforts 
now  underway  will  bring  the 
chronically  poor  performing  centers 
up  to  par.   The  Department  will 
continually  monitor  the  progress  of 
the  poor  performing  centers  and, 
where  necessary,  consider  center 
closing  as  an  option. 

The  Department  particularly  welcomes 
the  Committee's  action  to  repeal  the 
current  legislative  prohibition 
against  contracting  out  for  the 
management  of  Job  Corps  centers 
currently  administered  by  the 
Departments  of  Agriculture  and 
Interior.   This  prohibition  has 
prevented  the  Department  of  Labor 
from  applying  a  corrective  action 
measure  that  has  been  used  with  good 
effect  at  contractor  operated 
centers. 
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SIGNIFICANT  ITEMS   IN  THE  1996 
HOUSE.  SENATE.  AND  CONFERENCE  REPORTS 


Item 

1996  House  Report  (No.  104-209) 


Action  to  be  Taken 


GAO  Report  on  Job  Corps 

"The  Committee  notes  particularly  the 
concerns  expressed  by  the  General 
Accounting  Office  in  its  June  1995 
report  on  the  program.   GAO  is 
concerned  about  a  number  of  issues 
among  them  the  fact  that  only  a 
little  more  than  a  third  of  students 
complete  their  vocational  training 
courses,  the  validity  of  job 
placement  data  is  questionable, 
students  are  not  remaining  long  in 
their  initial  jobs  after  completion, 
and  the  effectiveness  of  national 
vocational  training  contractors.   The 
Committee  will  follow  these  concerns 
closely  in  the  coming  year  and  wants 
the  Department  to  take  whatever  steps 
are  necessary  to  improve  the 
program. " 


The  Department  shares  the  Committee's 
concerns  about  optimizing  program 
quality  and  accountability  and  is 
pleased  to  note  the  following, 
regarding  program  performance  and 
procedures : 

a)  The  vocational  training  completion 
rate  for  all  terminees  increased  from 
36  percent  in  Program  Year  1993  to  A3 
percent  for  Program  Year  1994. 

b)  Since  Program  Year  (PY)  1989,  the 
Office  of  Job  Corps  has  had  in  place 
procedures  to  verify  placements . 
Since  that  time  the  percentage  of 
placements  verified  as  valid  has 
risen  steadily,  from  a  low  of  85 
percent  in  PY  1989  to  97  percent  in 
PY  1994  (July  1,  1994  through  June 
30,  1995). 

c)  We  have  initiated  post-program 
follow-up  to  contact  placed  students 
13  weeks  after  they  report  to  the 
placement  site.   Among  the  purposes 
of  this  follow-up  will  be  to  gather 
data  for  the  purpose  of  establishing 
a  performance  measure  related  to 
retention,  and  to  gather  student 
feedback  on  placement  services . 
Performance  standards  are  expected  to 
motivate  centers  and  placers  to  be 
painstaking  about  making  students 
employable  and  placing  them  into 
appropriate  employment.   Feedback 
from  students  is  also  expected  to 
lead  to  continuous  improvement  of 
placement  services. 
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SIGNIFICANT  ITEMS   IN  THE  1996 
HOUSE.  SENATE.  AND  CONFERENCE  REPORTS 


Item 

1996  House  Report  (No.  104-209) 


Action  to  be  Taken 


All  of  these  efforts,  however,  need 
to  be  considered  in  the  context  of 
the  student  profile  (young  and 
lacking  work  experience)  and  job 
profile  (entry  level) .   It  is  not 
unreasonable  for  individuals  to  leave 
first  jobs  to  seek  career  advancement 
and  higher -wage  jobs.   This  is  true 
for  society  as  a  whole  and  should  be 
no  different  for  Job  Corps.   It  is 
particularly  true  for  the  many 
construction  trades  in  which  Job 
Corps  students  are  trained  and 
placed. 

d)  National  Vocational  Training 
Contractors  performed  extremely  well 
in  PY  1994,  experiencing  an  overall 
placement  rate  of  79  percent,  a  job 
placement  rate  of  72  percent,  and  a 
vocational  training  completion  rate 
of  50  percent.   This  compares  quite 
favorably  to  overall  program  results: 
placement  rate  73  percent,  job 
placement  rate  64  percent,  completion 
rate  43  percent.   In  addition,  NVTCs 
experienced  an  overall  average  job 
placement  wage  of  $6.20  and  an 
average  job  training  match  wage  of 
$6.94.   For  the  program  as  a  whole 
the  average  job  placement  wage  was 
$5.64  and  the  average  job  training 
match  wage  was  $6.16. 


The  Migrant  and  Seasonal  Farmworker 
Housing  Program 

"The  Department  is  encouraged  to 
continue  the  farmworker  housing 
program  at  a  level  proportionate  to 
the  current  year . " 


The  Department  expects  to  continue 
funding  the  housing  program  at  a 
level  proportionate  to  the  current 
year  level. 


Job  Corps  Evaluation 

"The  Committee  has  provided  full 
funding  for  the  ongoing  multi-year 
evaluation  of  the  Job  Corps  program. 
This  evaluation  will  proceed  as 
planned  and  on  schedule." 


The  Job  Corps  evaluation  is 
proceeding  as  planned  and  on 
schedule . 
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1996  House  Report  (No.  104-209) 


Action  to  be  Taken 


Pilots  and  Demonstration  Programs 

"The  Committee  has  placed  the  pilots 
and  demonstrations  activity  on  a 
phaseout  path.   The  Department  is 
expected  to  phase  down  funding  of  the 
current  principal  grantees  and  not  to 
cut  them  off  in  midstream.   They  need 
to  have  a  period  of  time  to  make  the 
transition  to  other  sources  of 
funding . " 


The  Department  will  manage  its  Pilot 
and  Demonstration  programs  consistent 
with  the  final  1996  appropriation 
level.   In  response  to  this  House 
directive,  it  should  be  noted  that 
Senate  Report  No.  104-145  directs  the 
Department  to  continue  its 
partnership  programs  funded  under 
Pilots  and  Demonstrations. 


1996  Paralympic  Games 

"The  Committee  is  concerned  by  the 
extent  of  unemployment  among  people 
with  disabilities  and  urges  the 
Department  to  provide  support  for 
employment  and  training  assistance  at 
the  1996  Paralympic  Games  for  people 
with  disabilities.   Job  training 
could  be  made  available  to  unemployed 
workers  with  disabilities  in 
conjunction  with  the  planning  and 
program  management  for  this  event." 


The  Department  will  provide 
$2,500,000  to  support  training  and 
employment  activities  of  the  1996 
Paralympic  Games. 


25-051  96-18 
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1996  Senate  Report  (No.  104-145) 


Actions  to  be  Taken 


Timber  Worker  Dislocations 

"The  Committee  continues  to  be 
concerned  about  the  readjustment 
needs  confronting  workers  in  the 
Pacific  Northwest  dislocated  as  a 
result  of  changes  in  Federal 
environmental  policies.   Most 
notably,  reductions  in  Federal  timber 
sales  are  projected  to  cost  an 
estimated  6,000  to  85,000  jobs  in  the 
Pacific  Northwest.   The  Committee 
understands  that  the  Secretary  will 
continue  to  make  available  sufficient 
funds  to  implement  the 
administration's  economic  adjustment 
initiative  for  timber  communities. 
This  initiative  sets  aside  funding 
annually  from  the  Secretary's 
"National  reserve"  account  for 
emergency  discretionary  grants  to 
affected  localities." 

"The  Committee  expects  that  the 
Department  will  give  expeditious 
consideration  to  applications  for 
emergency  assistance  from  States  with 
affected  communities." 


Representatives  of  the  Department  are 
actively  involved  in  the  Multi -Agency 
Command  structure  established  by  the 
Administration  to  respond  to  the 
needs  of  the  States  and  communities 
in  the  Pacific  Northwest  affected  as 
a  result  of  changes  in  Federal 
environmental  policies.   Through  its 
National  and  Regional  offices,  the 
Department  is  coordinating  its 
efforts  with  other  Federal,  State, 
and  local  agencies  to  improve  the 
effective  use  of  all  available 
sources  of  assistance  for  workers, 
firms,  and  communities. 

Since  July  1,  1993,  approximately  $12 
million  has  been  awarded  to  the  State 
of  Washington,  $15  million  has  been 
awarded  to  Oregon,  and  $5  million  to 
California  for  these  purposes.   The 
Department  has  committed  $12  million 
in  FY  1996  National  Reserve  funds  for 
such  aid. 

The  Department  will  continue  to  work 
with  the  affected  States  and 
communities  to  meet  the  adjustment 
needs  of  timber  workers ,  and  to  give 
expeditious  consideration  for 
emergency  assistance. 
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Actions  to  be  Taken 


Primary  Use  of  Title  III  Funds 

"It  is  the  Committee's  intent  that 
funds  appropriated  under  title  III-B 
of  JTPA  be  used  to  the  greatest 
extent  possible  for  emergency 
dislocations  as  opposed  to  other 
activities  that  serve  less  immediate 
needs  such  as  demonstration  projects 
and  technical  assistance  and 
training. " 


JTPA  Title  III,  Part  B  funds  are  used 
for  a  number  of  purposes.   The 
immediate  needs  of  the  dislocated 
worker  population  are  the  Secretary's 
primary  focus  under  Title  III. 
Approximately  85  percent  of  these 
funds  are  used  by  the  Secretary  to 
respond  to  plant  closures  and  mass 
layoffs  as  they  occur  that  exceed  the 
capacity  of  State  and/or  local 
infrastructure.   This  includes 
projects  to  serve  workers  who  lose 
their  jobs  as  a  result  of  logging 
restrictions  in  the  Pacific 
Northwest,  defense  cutbacks  and  base 
closures,  the  Clean  Air  Act,  NAFTA, 
or  natural  disasters. 


Priority  to  Dislocated  Defense 
Workers 


"The  Committee  notes  that  an 
additional  34,000  civilian  workers  on 
military  installations'  are  expected 
to  lose  their  jobs  during  the  next 
two  years  as  a  result  of  base 
closures  and  urges  the  Department  to 
give  serious  attention  to  needs  in 
this  area." 


The  Department  expects  an  increase  in 
the  demand  for  funds  to  serve  defense 
workers  affected  by  the  Base 
Realignment  and  Closure  (BRAC) 
decisions  announced  in  the  fall  of 
1995.   The  Department  will  respond 
expeditiously  to  requests  for 
assistance  in  addressing  these 
dislocations  and  will  also  work  with 
the  States  to  utilize  formula  funds 
to  the  greatest  extent  possible  to 
meet  the  projected  need. 
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1996  Senate  Report  (No.  104-145) 


Actions  to  be  Taken 


Continuation  of  School -to -Work 
Projects 

"It  is  the  intent  of  the  Committee 
that  funds  provided  for  school-to- 
work  activities  be  utilized  to 
continue  projects  initiated  with 
previously  enacted  appropriations.' 


Pending  final  1996  funding  levels, 
the  Departments  of  Labor  and 
Education  plan  to  continue  funding  of 
multiple -year  grants  that  were 
awarded  in  previous  years ,  in 
accordance  with  the  School- to -Work 
Opportunities  Act.   This  includes 
State  Development  Grants,  State 
Implementation  Grants ,  Local 
Partnership  Grants ,  Urban/Rural 
Opportunities  Grants,  as  well  as 
Grants  for  Indian  Youth  and  the 
Territories.   The  Department  intends 
to  provide  new  States  implementation 
grants  if  resources  are  available. 


Administration  of  the  Migrant  and 
Seasonal  Farmworker  Program 

"The  Committee  believes  that  the 
Migrant  and  Seasonal  Farmworker 
Program  can  benefit  from  centralized 
administration  from  the  national 
level  and  believes  that 
administration  of  the  program  should 
continue  at  the  national  level  and  in 
the  same  manner  as  the  section  401 
Native  American  program." 


As  required  by  Section  402(a)(2)  of 
the  JTPA,  the  program  will  continue 
to  be  administered  at  the  national 
level  by  the  Division  of  Seasonal 
Farmworker  Programs . 


Review  of  Farmworker  Program  Staffing 
Needs 


"The  Committee  is  concerned  that  the 
Department  has  yet  to  implement  many 
of  the  reforms  outlined  in  the 
conference  report  accompanying  the 
Job  Training  Reform  Amendments  of 
1992.   The  Committee  understands  that 
the  delay  may  be  due  to  staffing 
reductions  in  the  Division  of 
Seasonal  Farmworker  Programs  and 
encourages  the  Department  to  review 
the  staffing  needs  of  this  office." 


The  Department  has  implemented  the 
statutory  reforms  as  well  as  certain 
other  of  the  reforms  cited  in  the 
Conference  Report  (such  as  utilizing 
standard  competitive  processes  for 
selecting  grantees)  and  will  address 
other  reforms  in  its  forthcoming 
revision  to  the  Section  402 
regulations . 
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Actions  to  be  Taken 


Association  of  Farmworker  Opportunity 
Programs 

"The  Committee  believes  that  the 
Association  of  Farmworker  Opportunity 
Programs  (AFOP)  provides  valuable 
assistance  to  section  402  grantees  in 
the  form  of  technical  assistance  and 
training,  training  resource  materials 
for  grantee  staff,  and  the 
development  of  a  national  farmworker 
data  base  to  track  program  services 
of  migrants  who  travel  throughout  the 
United  States.   The  Committee  has 
provided  sufficient  funds  to  maintain 
AFOP's  support  in  fiscal  year  1996." 


In  addition  to  continuing  AFOP's 
technical  assistance  grant  for  a 
two-year  period  through  PY  1995,  the 
Department  again  has  funded  AFOP's 
demonstration  grant  to  assist  us  in 
establishing  and  maintaining  a 
national  farmworker  database.   The 
Department  also  funded  AFOP  to  engage 
in  a  series  of  Focus  Group  dialogue 
meetings  with  Section  402  customers 
in  order  to  obtain  their  concerns  on 
services  provided.   The  Department 
agrees  that  AFOP's  services  have  been 
invaluable  and  we  will  continue  to 
provide  funds  commensurate  with  the 
technical  assistance  needs  of  the 
program  and  the  level  of  the 
appropriation  for  the  program. 


Farmworker  Housing  Program 

"The  Committee  directs  the  Department 
of  Labor  to  continue  the  Farmworker 
Housing  Program  at  the  rate  in  effect 
in  fiscal  year  1995." 


The  Department  expects  to  continue 
funding  the  housing  program  at  a 
level  proportionate  to  the  current 
year  level. 


Continuation  of  Pilot  and 
Demonstration  Projects 

"Under  Pilots  and  Demonstrations,  the   Consistent  with  final  Congressional 


Committee  has  provided  sufficient 
funding  to  continue  the  continuing 
partnerships,  community-based 
partnerships,  and  persons  with 
disabilities. " 


action  on  the  Department's  request 
for  FY  1996  funds,  the  Department 
will  continue  its  partnership 
programs  with  P6D  funding.   The 
Department  notes  that  the  House 
Report  No.  104-209,  and  the  House 
funding  level  for  P&D  would  have 
placed  P&D  activities  on  a  phaseout 
path. 
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Actions  to  be  Taken 


American  Samoans 

"The  Committee  has  provided 
$5,000,000  for  the  American  Samoan 
job  training  program.   The  Committee 
directs  the  Secretary  to  give  funding 
priority  to  a  State  agency  with  a 
proven  track  record  in  successful  job 
training  programs  for  American 
Samoans. " 


The  Department  has  provided  grants  to 
the  States  of  Hawaii  and  Washington 
to  provide  services  to  American 
Samoans  residing  in  Hawaii, 
Washington,  and  California.   The 
governors  have  the  discretion  to 
designate  which  State  agency  will 
administer  the  program.   Under  the 
Job  Training  Partnership  Act,  the 
selection  of  a  subcontractor  or 
subgrantee  rests  with  the  JTPA 
grantee.   It  is  governed  by 
procurement  procedures  established  by 
the  grantee  within  broad  Federal 
guidelines. 

The  Department  will  fund  American 
Samoans  grants  at  the  current  level. 


Microenterprise  Grants 

"The  Committee  has  provided 
$2,250,000  for  Microenterprise 
grants . " 


The  Department  will  fund 
Microenterprise  grants  at  the  current 
level . 


Employment  Program  for  the  Disabled 

"The  Committee  also  provides 
$1,500,000  to  expand  a  pioneering 
industrial  employment  program  for  the 
disabled  to  include  training  severely 
handicapped  individuals  to  operate 
and  maintain  specially  modified 
computer  milling  machines.   The 
Committee  is  aware  of  a  proposal  by 
the  Cerebral  Palsy  Research 
Foundation  of  Wichita,  KS ,  in  this 
area  and  encourages  full  and  fair 
consideration  of  a  proposal  from  this 
institution. " 


The  Department,  under  its  Projects 
for  People  with  Disabilities  Program, 
competitively  awarded  grants  totaling 
$4.2  million  in  the  summer  of  1995  to 
ten  national  organizations  to 
increase  the  number  and  quantity  of 
job  opportunities  to  people  with 
disabilities.   These  grants  are  for 
one  year  with  two  one-year  options. 
The  Department  generally  requires 
competitive  rather  than  sole-source 
procurements,  and  therefore,  we  will 
develop  a  competition  under  which  the 
Cerebral  Palsy  Foundation's  proposal 
will  be  given  full  and  fair 
consideration  for  an  award. 
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Actions  to  be  Taken 


The  National  Occupational 
Coordinating  Committee  (NOICC) 

"With  regard  to  the  NOICC,  the 
Committee  supports  the  continuation 
of  career  development  programs  to 
train  personnel  in  assisting  students 
to  understand  themselves  in  the 
context  of  their  career  development, 
to  be  aware  of  the  world  of  work,  to 
understand  the  linkages  between 
academic  skills  and  work-related 
skills,  and  to  make  effective  career 
decisions.   The  Committee  recommends 
that  NOICC  expend  up  to  $2,500,000  in 
fiscal  year  1996  for  the  continuation 
of  such  programs." 


NOICC  has  established  a  comprehensive 
national  career  development  training 
program  with  two  primary  components. 
First  a  Career  Development  Training 
Institute  (CDTI)  has  been  established 
and  secondly,  supplemental  funds  are 
provided  to  each  State  to  implement  a 
range  of  career  development  training 
programs  in  conjunction  with  the  CDTI 
training  services . 


Homeless  Veterans  Reintegration 
Project 

"The  committee  remains  concerned 
about  the  problems  facing  homeless 
veterans  and  urges  the  Secretary  of 
Labor  to  identify  and  provide  pilot 
program  and  demonstration  project 
funds  sufficient  to  meet  the  needs  of 
homeless  veterans  during  fiscal  year 
1996." 


In  partnership  with  the  Department  of 
Housing  and  Urban  development,  the 
Department  of  Labor  is  investigating 
funding  options  for  the  Homeless 
Veterans  Reintegration  Project. 


10th  Paralympic  Games 

"The  Committee  encourages  the 
Secretary  to  give  full  and  fair 
consideration  to  a  proposal  for  a 
disability  employment  and  training 
initiative  in  connection  with  the 
10th  Paralympic  Games .   These  games , 
an  international  celebration  of  the 
abilities  of  people  with 
disabilities,  will  be  hosted  by 
Atlanta  in  the  summer  of  1996. 


The  Department  will  provide 
$2,500,000  to  support  training  and 
employment  activities  of  the  1996 
Paralympic  Games. 
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Actions  to  be  Taken 


The  Goodwill  Job  Connection 

"The  Committee  recognizes  the  past 
success  and  strong  potential  of  the 
Goodwill  Industries-Manasota,  Inc., 
and  Goodwill  Industries  of  Acadiana, 
Inc.  Job  Connection  Program  for 
successfully  moving  people  off 
welfare  and  into  real  and  permanent 
jobs... The  Committee  encourages  full 
and  fair  consideration  of  a  proposal 
from  this  organization." 


The  Department,  under  its  Projects 
for  People  with  Disabilities  Program, 
competitively  awarded  grants  totaling 
$4.2  million  in  the  summer  of  1995  to 
ten  national  organizations- -  including 
Goodwill  Industries  of  America- -to 
increase  the  number  and  quantity  of 
job  opportunities  to  people  with 
disabilities.   These  grants  are  for 
one  year  with  two  one -year  renewal 
options . 

Projects  of  this  type  are  often 
funded  by  States  and  local 
communities  under  the  Job  Training 
Partnership  Act.   The  Department 
suggests  that  State  or  local  Job 
Training  Partnership  Act 
administrative  entities  would  be  an 
appropriate  agencies  to  consider  such 
a  proposal. 


The  Eisenhower  Foundation 


"The  Committee  is  aware  of  a  proposal 
from  the  Eisenhower  Foundation  to 
replicate  the  Argus  project  at  two 
additional  sites... The  Committee 
encourages  full  and  fair 
consideration  of  a  proposal  from  this 
organization. " 


As  part  of  a  larger,  multi-site, 
youth  pilot  program,  the  Department 
has  funded  for  two  years  a  project 
operated  by  the  Eisenhower  foundation 
to  replicate  the  Argus  project  at  two 
sites.   Due  to  funding  restrictions 
on  the  P&D  program  and  priority 
competing  uses  for  funds,  the 
Department  is  not  currently 
contemplating  replicating  the  program 
at  two  additional  sites  and  has 
informed  the  Eisenhower  Foundation  of 
this  decision. 
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Great  Falls  Area  Labor  Management 
Committee 


Actions  to  be  Taken 


"The  Committee  is  aware  of  a  proposal 
for  a  workforce  literacy  training 
grant  for  the  Great  Falls  Area  Labor 
Management  Committee  in  Great  Falls, 
MT. . .The  Committee  encourages  full 
and  fair  consideration  of  a  proposal 
from  this  organization. " 


We  are  unable  to  make  a  commitment  to 
this  project  because  the  Department 
typically  reserves  P&D  funds  for 
national -level  activities  and 
generally  requires  competitive  rather 
than  sole -source  procurements. 

Projects  of  the  type  contemplated  by 
the  Great  Falls  Labor  Management 
committee  are  often  funded  by  States 
and  local  communities  under  the  Job 
Training  Partnership  Act.   The 
Department  suggests  that  the  Montana 
Job  Training  Partnership,  Helena, 
Montana,  would  be  an  appropriate 
agency  to  consider  such  a  proposal. 


Newark,  N.J.  Network 


"The  Committee  encourages  full  and 
fair  consideration  of  a  proposal  from 
the  city  of  Newark,  NJ ,  to  design  and 
implement  a  dropout  prevention, 
education  and  job  training,  job 
placement,  and  health  care  employment 
network. " 


We  are  unable  to  make  a  commitment  to 
this  project  because  the  Department 
typically  reserves  P&D  funds  for 
national -level  activities  and 
generally  requires  competitive  rather 
than  sole -source  procurements. 

Projects  of  the  type  contemplated  by 
the  Newark  Network  are  often  funded 
by  States  and  local  communities  under 
the  Job  Training  Partnership  Act. 
The  Department  suggests  that  the  New 
Jersey  State  Job  Training  Partnership 
Act  Administrative  entity  would  be  an 
appropriate  agency  to  consider  such  a 
proposal . 
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Actions  to  be  Taken 


Geographic  Information  in  Oregon 

"The  Committee  is  aware  that  both  the 
geographic  information  system  data 
collected  by  Federal  agencies  in  the 
Klamath  basin  in  Oregon  has  been 
questioned  as  uncoordinated  and 
insufficient.  The  Committee  also 
recognizes  that  the  Oregon  Institute 
of  Technology,  in  Klamath  Falls,  OR, 
has  developed  a  proposal  to  create  a 
center  to  compile  and  coordinate  this 
data  and  to  provide  education  on  its 
use.   The  Committee  encourages  full 
and  fair  consideration  of  a  proposal 
from  this  organization." 


We  are  unable  to  make  a  commitment  to 
this  project  because  the  Department 
typically  reserves  P&D  funds  for 
national -level  activities  and 
generally  requires  competitive  rather 
than  sole -source  procurements. 

Projects  of  the  type  contemplated  by 
the  Oregon  Institute  of  Technology 
are  sometimes  funded  by  States  and 
local  communities  under  the  Job 
Training  Partnership  Act.   The 
Department  suggests  that  the  Job 
Training  Partnership  Administration, 
Economic  Development  Department, 
State  of  Oregon,  would  be  an 
appropriate  agency  to  consider  such  a 
proposal . 


Opportunities  in  Timber  Communities 

"The  Committee  recognizes  the  need  to 
address  career  opportunities  for  high 
school  age  individuals  in 
economically  depressed'  timber 
communities.   The  Committee  is  aware 
of  the  need  for  a  demonstration  in 
southwest  Washington  State  developing 
alternative  career  opportunities  for 
high  school  age  individuals  in 
conjunction  with  local  education 
agencies,  and  encourages  full  and 
fair  consideration  of  a  proposal  in 
this  area. " 


We  are  unable  co  make  a  commitment  to 
this  project  because  the  Department 
typically  reserves  P&D  funds  for 
national- level  activities  and 
generally  requires  competitive  rather 
than  sole -source  procurements. 

Projects  of  the  type  contemplated  are 
often  funded  by  States  and  local 
communities  under  the  Job  Training 
Partnership  Act.   The  Department 
suggests  that  the  Employment  Security 
Department,  State  of  Washington, 
would  be  an  appropriate  agency  to 
consider  such  a  proposal. 


Hawaiian  Vocational  Education 
Demonstration 

"The  Committee  recommends  continued    This  recommendation  is  being 
funding  for  a  special  native  Hawaiian   coordinated  with  the  Department  of 
vocational  education  demonstration     Education, 
initiative  that  provides  basic 
education  skills  and  preemployment 
tutoring  for  high-risk  youth." 
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Actions  to  be  Taken 


Streamlined  Federal  Regulations 

"The  Committee  is  aware  of  a 
memorandum  of  understanding  between 
the  State  of  Oregon  and  nine  Federal 
partners  including  the  Department  of 
Labor .   The  purpose  of  the 
partnership  is  to  encourage  and 
facilitate  cooperation  among  Federal, 
State,  and  local  entities  to  redesign 
and  testing  an  outcomes -oriented 
approach  to  intergovernmental  service 
delivery.   The  Oregon  option 
experiment  is  focused  on  three  areas 
of  human  investment. . .In  working  with 
the  State  of  Oregon  to  reduce  Federal 
barriers  to  service  delivery,  the 
Committee  urges  the  Department  to 
streamline  and  expedite  regulatory 
processes,  where  possible,  in  order 
to  help  the  State  meet  its 
performance  outcomes . " 


Over  the  past  year,  the  Department 
has  worked  very  closely  with  the 
State  of  Oregon  in  a  partnership 
guided  by  the  principles  of  a 
memorandum  of  understanding  with  the 
State  and  the  Oregon  Option.   Simply 
stated,  our  objective  has  been  to 
work  with  the  State  to  focus  on 
substituting  results  for 
administrative  requirements. 

We  believe  that  substantial  progress 
has  been  made  with  the  State  to 
reduce  or  eliminate  unnecessary 
regulatory  burdens.  In  a  joint 
meeting  with  our  State  and  local 
partners  in  Oregon  in  1995,  we  were 
able  to  clarify  a  number  of 
regulatory  requirements  in  such  a  way 
as  to  minimize  their  impact  and 
burden.   Under  the  Department's 
regulatory  waiver  process  for  the 
JTPA  regulations,  the  State  of  Oregon 
has  been  granted  a  waiver  with  regard 
to  the  use  of  property.   In  addition, 
we  are  considering  a  proposed  waiver 
of  the  administrative  requirements 
related  to  the  use  of  JTPA  Title  III 
funds . 


We  expect  to  continue  these  efforts 
and  strengthen  the  partnership  that 
has  been  developed. 
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SIGNIFICANT  ITEMS  IN  THE  1996 
HOUSE,  SENATE,  AND  CONFERENCE  REPORTS 


1996  Senate  Report  (No.  104-145) 


Actions  to  be  Taken 


JTPA  Waivers 

"The  Committee  has  included  a 
provision  which  would  authorize  the 
Secretary  of  Labor  to  grant  a  waiver 
of  certain  statutory  requirements 
under  the  Job  Training  Partnership 
Act  to  assist  States  in  implementing 
reforms  in  State  workforce 
development  systems,  such  as  under 
the  Oregon  option  initiative...  It  is 
not  intended  that  such  waivers  would 
extend  to  eligibility  for  services, 
distribution  of  funds,  public  health 
or  safety,  labor  standards,  civil 
rights,  occupational  health  and 
safety,  or  environmental 
protections . " 


The  Department  has  worked  closely 
with  the  State  of  Oregon  to  identify 
unnecessary  and  burdensome  JTPA 
regulatory  requirements .   In  our 
review  of  Federal  requirements  that 
hinder  collaborative  programs  from 
among  various  Federal  funding  sources 
and  a  focus  on  results -based 
workforce  programs ,  we  have 
determined  that  a  number  have  their 
source  in  federal  statute.   Should 
the  Department  be  granted  statutory 
waiver  authority,  we  will  work 
closely  with  the  State  of  Oregon  to 
identify  and  reduce  federal  barriers 
that  get  in  the  way  of  agreed  upon 
results  and  are  consistent  with  the 
waiver  provisions. 
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SIGNIFICANT  ITEMS  IN  THE  1996 
HOUSE.  SENATE.  AND  CONFERENCE  REPORTS 


1996  Conference  Report  (No.  104-537) 


Actions  to  be  Taken 


Paralympic  Games 

"The  agreement  includes  an  amount  of 
$2,500,000  for  the  fiscal  year  1996 
Paralympic  Games,  instead  of  $5,000,000 
as  proposed  in  the  House  and  Senate 
bills " 


The  Department  will  provide  $2,500,000 
to  support  training  and  employment 
activities  of  the  1996  Paralympic 
Games . 


Use  of  Title  III  Funds 


"It  is  the  intent  of  the  Conferees  that 
in  committing  National  Reserve  account 
funds  appropriated  under  Title  III  of 
the  Job  Training  Partnership  Act,  the 
Secretary  of  Labor  encourage  Governors 
to  contract  where  possible,  with  the 
private  sector  for  the  provision  of 
outplacement  services  to  federal 
employees  seeking  employment  in  the 
private  sector." 


The  Secretary  of  Labor  will  encourage 
Governors  to  contract  where  possible, 
with  the  private  sector  for  the 
provision  of  outplacement  services  to 
federal  employees  seeking  employment  in 
the  private  sector.   It  should  be 
noted,  when  National  Reserve  account 
funds  are  awarded  to  States  to  serve 
federal  employees,  quality  services 
will  be  procured  on  a  competitive 
basis,  in  accordance  with  JTPA  rules. 
Private  firms  will  have  every 
opportunity  to  competitively 
demonstrate  the  responsiveness  and  cost 
effectiveness  (outcomes  for  level  of 
investment)  of  their  services  in 
relation  to  other  options. 


National  Occupational  Information 
Coordinating  Committee 

"The  Conferees  have  included  funds  to 
continue  the  National  Occupational 
Information  Coordinating  Committee 
(N0ICC)  and  its  affiliated  State 
Committees  during  the  anticipated 
transition  to  a  new  administrative 
structure  proposed  in  pending 
authorizing  legislation  and  urge  that 
the  Departments  of  Labor  and  Education 
rely  on  NOICC  advice  and  personnel 
during  this  transition." 


The  Department  of  labor  will  work 
jointly  with  the  Department  of 
Education  and  NOICC  to  ensure  a  smooth 
transition. 
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SIGNIFICANT  ITEMS  IN  THE  1996 
HOUSE,  SENATE.  AND  CONFERENCE  REPORTS 


1996  Conference  Report  (No.  104-537) 


Actions  to  be  Taken 


Microenterprise  and  American  Samoan 
Grants 

"The  conference  agreement  for  the  Job 
Training  and  Partnership  Act  Pilots  and 
Demonstrations  maintains  the  current 
level  for  the  Microenterprise  grants 
program  and  the  American  Samoan 
employment  and  training  program,  and 
includes  the  level  recommended  in  the 
Senate  report  accompanying  H.R.  2127 
for  an  industrial  employment  program 
for  the  disabled." 


The  Department  will  fund  American 
Samoan  grants  and  Microenterprise 
grants  at  the  current  levels . 

The  Department  generally  requires 
competitive  rather  than  sole -source 
procurements,  and  therefore,  we  will 
develop  a  competition  under  which  the 
Cerebral  Palsy  Foundation's  proposal 
will  be  given  full  and  fair 
consideration  for  an  award. 
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AMOUNTS  IN  AUTHORIZING  LEGISLATION 
(Dollars  in  Thousands) 


Budget  Request 
1996  1997 

Legislation 

Authorizing  legislation  containing 
indefinite  authority 

Item 

Job  Training  Partnership  Act  (29  U.S.C.  1501): 

Title  IIA,  Adult  Training  Program 

(29  U.S.C.  1601)  $850,000  $947,000 

Title  IIB,  Summer  Youth  Employment 

and  Training  Programs  (29  U.S.C.  1630)  625,000  871,000 

Title  IIC,  Youth  Training  Program 

(29  U.S.C.  1641)  126,672  126,672 

Title  III,  Employment  and  Training 
Dislocated  Worker  Program: 

Sections  301  -  324  Employment  and  Training 
Assistance  for  Dislocated  Workers 
(29  U.S.C.  1651)  1,097,500  1,293,000 

Title  IV,  Federally  Administered  Programs: 

Title  IVA,  Employment  and  Training 
Programs  for  Native  Americans  and 
Migrant  and  Seasonal  Farmworkers: 

Section  401(a)  Native  American  Programs 

(29  U.S.C.  1671)  52,502  50,000 

Section  402(a)  Migrant  and 
Seasonal  Farmworker  Programs 
(29  U.S.C.  1672)  69.285  65,000 

Title  IVB,  Job  Corps  (29  U.S.C.  1691)         1,093,942  1,153,509 

Title  IVC,  Veterans'  Employment  Programs 

(29  U.S.C.  1721)  7,300  7,300 
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AMOUNTS  IN  AUTHORIZING  LEGISLATION 
(Dollars  in  Thousands) 


Budget  Request 
1996  1997 


Legislation 

Authorizing  legislation  containing 
indefinite  authority 

Item 

Title  IVD,  National  Activities: 

Section  452(c)  Pilots  and  Demonstrations 

(29  U.S.C.  1733)  27,140  23,717 


Section  452(c)  Opportunity  Areas  for 
Out-of-School  Youth   (29  U.S.C.  1733) 

Section  452(c)  Jobs  for  Residents 
(29  U.S.C.  1733) 

Section  452(c)  Incumbent  Worker  Demonstration 
(29  U.S.C.  1733) 

Sections  452(b)  and  (d) 
Research  and  Evaluation 
(29  U.S.C.  1733) 

Civil  Rights  Act  of  1991  Title  II, 
Glass  Ceiling  Commission 
(42  U.S.C.  2401) 

Title  IVE  Labor  Market  Information 
(29  U.S.C.  1751) 


-0-  250,000 

-0-  50,000 

-0-  15,000 

6,196  10,196 

142  -0- 


5,489  5,489 

Schooi-to-Work  Opportunities  Act  (20  U.S.C.  6101)    170,000  200,000 

The  National  Skill  Standards  Act  of  1994 
(20  U.S.C.  5932) 


4.000  9,000 


Job  Training  Partnetship  Act  (29  U.S.C.  1501) 
Sections  301-324  Employment  and  Training 
Assistance  for  Dislocated  Workers 
(29  U.S.C.  1651) 

Paralympic  Games  2,500 
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AMOUNTS  IN  AUTHORIZING  LEGISLATION 
(Dollars  in  Thousands) 


Legislation 

Authorizing  legislation  containing 
specific  authority 


Job  Training  Partnership  Act 
(29  U.S.C.  1501): 


Authority 


Title  IVE,  National  Occupational 

Information  Coordinating  Committee 
(29  U.S.C.  1754) 

Women  in  Apprenticeship  and 
Nontraditional  Occupations 
Act  (29  U.S.C.  2501) 


Budget  Request 
1996  1997 


1,000 


Authority 


Unfunded  Authorizing  Legislation 

Item 

Job  Training  Partnership  Act 
(29  U.S.C.  1501) : 


Title  IVE  Section  462  (e)  and  (f) 

Labor  Market  Information  (MLS)     $6,000 


Title  IVJ  Disaster  Relief 
Employment  Assistance 


Indefinite 


Displaced  Homemakers  Self- 

Sufficiency  Assistance  Act     Indefinite 
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APPROPRIATION  HISTORY 
(Dollars  in  Thousands) 

Budget 

Estimates  to       House         Senate 

Congress       Allowance       Allowance      Appropriation 

1987 2,909,608      3,563,121       3,798,214        3,705,913 

1/ 

1988 3,285,548      3,697,685       3,939,201        3,807,651 

1/  2/ 

1989 3,430,824      3,836,045       3,817,186        3,783,169 

3/ 

1990 3,861,316      3,976,486       4,000,684        3,928,954 

V  5/ 

1991 3,852,227      4,200,187       4,122,288        4,079,398 

6/7/7/  8/ 

1992 4,051,731      4,173,339       4,237,076        4,511,238 

9/  10/ 

1993 4,136,465      4,213,736       4,295,618        4,613,705 

11/ 

1994 6,867,218      5,083,762       4,958,623        5,049,510 

12/ 
1995 5,833,580      5,524,991       5,468,217        3,906,532 

1996 5,464,484      3,108,978       4,322,278        4,146,278 


1/   Reflects  the  transfer  of  $2,518  of  Trade  Adjustment  Assistant  funds 

appropriated  in  FY  1989  for  use  in  FY  1988  pursuant  to  section  1426(c)  of 
the  Omnibus  Trade  and  Competitiver.ess  Act  of  1988  (P.L.  100-436). 

2/        Reflects  $45,399  across-the-board  reduction  pursuant  to  P.L.  100-436. 

3/   Reflects  a  reduction  of  $54,216  pursuant  to  P.L.  99-177. 

4/    Includes  $1,500  for  title  VII,  subtitle  C  of  the  Stewart  B.  McKinney 
Assistance  Act  that  were  included  in  the  1990  appropriation  (P.L.  101- 
166)  for  use  in  1991. 

5/   Reflects  a  reduction  of  $100,705  pursuant  to  P.L.  101-517  and  $53 
pursuant  to  P.L.  99-177. 

6/    Includes  a  requested  reappropriation  of  $20,000  from  the  1989  Job  Corps 
construction  appropriation  to  the  1992  Job  Corps  appropriation. 

7/   Includes  the  reappropriation  of  $35,568  from  the  1989  Job  Corps  con- 
struction appropriation  to  the  1992  Job  Corps  appropriation. 

8/   Includes  the  reappropriation  of  $17,588  from  the  1989  Job  Corps 
construction  appropriation  to  the  1992  Job  Corps  appropriation. 

9/      Includes  a  requested  reappropriation  of  $42,700  from  the  1992  appro- 
priation to  the  1993  appropriation.   This  includes  $8,700  of  the  Job 
Corps  construction  appropriation  and  $34,000  of  the  $50,000 
appropriated  in  1992  under  the  JTPA  Clean  Air  Act  amendments.   Also 
included  is  an  advance  appropriation  of  $187,700  for  the  Summer  Youth 
Employment  and  Training  program. 
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10/  Reflects  $33,646  reduction  pursuant  to  Section  511  of  P.L.  102-394, 
$64  reduction  pursuant  to  Section  513  of  P.L.  102-394,  and  a 
$169,250  supplemental  increase  pursuant  to  P.L.  103-50. 

11/   Includes  the  reappropriation  of  $3,000  from  the  Education  Reform 
Account  and  $33,000  from  the  Unanticipated  Disaster  Needs  account 
pursuant  to  P.L.  103-211. 

12/  Reflects  a  decrease  of  $410  related  to  procurement  reductions  taken 

in  Congressional  action.   Also,  reflects  a  $50,000  rescission  pursuant  to 
P.L.  103-333,  and  a  $1,349,115  rescission  pursuant  to  P.L.  104-19. 
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EMPLOYMENT  AND  TRAINING  ADMINISTRATION 

TRAINING  AND  EMPLOYMENT  SERVICES 

JUSTIFICATION 

(Dollars  in  Thousands) 


1.  Adult  Training  Grants 

2.  Dislocated  Worker  Assist.. 

3.  Youth  Training  Grants 

4.  Summer  Youth  Program 

5.  School -to-Uork  Opportunities 

6.  Job  Corps 

7.  Native  Americans 

8.  Migrant  &  Seasonal  Farmworkers 

9.  Veterans'  Employment 

10.  National  Activities 

a.  Labor  Market  Information 

b.  Research  and  Evaluation 

c.  Pilots  and  Demonstrations 

d.  Opportunity  Areas  for 

Out-of-School  Youth 

e.  Jobs  for  Residents 

f.  Incumbent  Worker  Demo 

g.  NOICC 

h.  Skill  Standards 

i.  Glass  Ceiling  Commission 
j.  Women  in  Apprenticeship 
k.  Paralympic  Games 

Total  Budget  Authority... 


1996 

1997 

Difference 

Conference 

Estimate 

1996/1997 

1850,000 

194  7,001 

197,000 

1,097,500 

1,293,000 

195,500 

126,672 

126,672 

-0- 

625,000 

871 , 000 

246,000 

170,000 

200,000 

30,000 

1,093,942 

1,153,509 

59,567 

52,502 

50,000 

(2,502) 

69,285 

65,000 

(4,285) 

7,300 

7,300 

-0- 

54.077 

366.579 

312.502 

5,489 

5,489 

-0- 

6,196 

10,196 

4,000 

27,140 

23,717 

(3,423) 

-0- 

250,000 

250,000 

-0- 

50,000 

50,000 

-0- 

15,000 

15,000 

8,000 

2,530 

(5,470) 

4,000 

9,000 

5,000 

142 

-0- 

(142) 

610 

2,500 
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General  Statement 

The  Training  and  Employment  Services  (TES)  appropriation  provides  for  a 
decentralized  system  of  skill  training  and  related  services  directed  toward 
increasing  the  post-program  employment  and  earnings  of  economically  disadvan- 
taged persons  and  dislocated  workers. 

The  JTPA  Title  II-A  Adult  Training  Grants,  Title  II-B  Summer  Youth 
Employment  and  Training  Program,  Title  II -C  Youth  Training  Grants,  and  Title 
III  Dislocated  Workers  Assistance  program  give  Governors  the  primary  responsi- 
bility for  the  operation  of  training  programs  in  their  States.   In 
partnership,  the  private  sector  and  State  and  local  levels  of  government 
operate  job  training  and  education  programs  for  poor  youth  and  adults  at  risk 
of  chronic  failure  in  the  labor  market;  finance  temporary  summer  jobs  with 
public  and  non-profit  employers;  operate  a  year-round  youth  training  program, 
with  In- School  and  Out -of -School  components  for  economically  disadvantaged, 
hard- to- serve  youth;  and  maintain  a  worker  adjustment  program  to  provide 
retraining  and  employment  services  to  dislocated  workers,  including  those 
dislocated  as  the  result  of  defense  downsizing.   These  programs  are  designed 
to  increase  participant  skills  and  competencies  required  for  participation  in 
today's  labor  market. 

Funds  are  also  requested  for  separate  programs  designed  to  meet  the 
training  and  employment  needs  of  specific  population  segments  experiencing 
unique  employment  problems.   Separate  programs  exist  under  JTPA  for  Native 
Americans,  migrant  and  seasonal  farmworkers,  and  veterans. 

The  TES  account  also  provides  funds  to  administer  the  Job  Corps  program, 
designed  to  provide  intensive  educational  and  vocational  skills  training  to 
disadvantaged  youth  in  a  residential  setting.   Also  included  in  this  account 
are  funds  to  establish  a  nationwide  School- to-Work  Opportunity  system. 

The  FY  1997  budget  request  for  the  Department  of  Labor  reaffirms  the 
President's  commitment  to  employment  and  training.   It  builds  on  previous 
legislative  and  management  reforms,  and  continues  support  for  employment  and 
training  policies  that  have  been  articulated  since  1993. 

Last  year,  the  President  proposed  to  overhaul  dramatically  the  complex, 
inefficient  structure  of  Federal  job  training  programs  through  the  G.I.  Bill 
for  American's  Workers.   It  would  consolidate  some  70  programs  into  a  single, 
integrated  workforce  development  system.   It  would  also  make  the  programs  more 
effective  by  cutting  bureaucracy,  streamlining  administration  and 
accountability,  thereby  freeing  States  and  localities  to  focus  on  results  and 
not  on  process. 

Congress  is  now  considering  legislation  based  on  the  principles  of  the 
G.I.  Bill.   House-  and  Senate-passed  bills  differ,  but  final  legislation 
should  embody  the  President's  vision  of  fostering  individual  opportunity  by: 
giving  workers  the  resources  and  information  they  need  to  make  good  training 
choices;  providing  access  to  employment  services  through  customer- friendly , 
"One-Stop"  career  centers;  and  designing  youth  programs  based  on  the  School - 
to-Work  Opportunities  Act.   Because  the  new  legislation  will  not  take  full 
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effect  until  fiscal  1998,  however,  this  budget  proposes  funding  for  the 
separate  programs  that  will  remain  in  effect  until  then.   To  ease  the 
transition  to  the  new  system,  this  budget  includes  language  that  would  allow 
States  and  localities  more  flexibility  to  transfer  funds  among  existing 
programs. 

The  budget  provides  sizable  new  support  for  those  with  the  biggest  job 
problems,  out-of-school  youth  in  low-income  areas,  building  on  lessons  of  the 
past  and  relying  on  locally- tailored  designs. 

The  1997  Budget  for  TES  includes  $5,080,060,000  in  budget  authority  for 
employment  and  training  programs.   Summarized  below  are  the  major  programs  in 
the  TES  account  for  1997. 

The  request  of  $947,000,000  for  JTPA  Title  II -A  Adult  Training  Grants 
will  finance  activity  to  train  and  provide  employment  services  to  an 
estimated  414,500  disadvantaged  adults,  including  recipients  of  AFDC,  and 
the  homeless. 

The  request  includes  $1,293,000,000  for  the  dislocated  workers  program, 
serving  an  estimated  645,800  dislocated  workers  in  1997. 

$126,672,000  is  requested  for  Youth  Training  Grants  to  serve 
approximately  75,900  disadvantaged  youth  enrolled  in  employment  and 
training  activities. 

Included  in  the  TES  request  is  a  major  new  youth  initiative. 
$250,000,000  is  requested  for  Opportunity  Areas  for  Out-of -School  Youth, 
which  will  serve  approximately  50,000  youths.  These  funds  will  be  used 
for  grants  to  Empowerment  Zones,  Enterprise  Communities,  and  other  high 
poverty  areas  to  reduce  significant  unemployment  among  out-of-school 
youth  through  employment  and  training  programs  assistance  combined  with 
other  assistance. 

$50,000,000  is  being  requested  for  the  Jobs  for  Residents  demonstration 
which  will  utilize  community  empowerment  networks  to  help  unemployed 
adults  and  youth  find  jobs  within  the  labor  market  area.   Included  in  the 
community  empowerment  networks  will  be  representatives  from  business, 
labor,  the  local  transportation  system,  job  developers,  social  service 
agencies,  the  criminal  justice  system,  job  training  and  education,  and 
others . 

The  request  contains  $871,000,000  for  the  Summer  Youth  Employment  program 
to  serve  574,400  youth  in  the  summer  of  1997. 

The  request  includes  $200,000,000  for  the  Department's  share  of  the 
School-to-Work  Opportunities  initiative.   The  amount  of  this  request  will 
be  matched  by  the  Department  of  Education  and  the  combined  $400,000,000 
will  continue  to  fund  planning  and  implementation  of  State-wide  school - 
to-work  systems  in  all  qualified  States.   The  system  would  provide 
students  with  work-based  learning  experience  tightly  integrated  with 
classroom  education. 
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The  request  includes  $1,153,509,000  for  Job  Corps.   The  request  funds 
approximately  43,800  slots  in  1997  in  a  total  of  119  centers. 

The  budget  includes  $9,000,000  to  finance  the  activities  of  the  National 
Skill  Standards  Board.   Funding  will  be  used  to  develop  a  national 
framework  for  establishing  industry -based  voluntary  skill  standards  and 
certification. 

Finally,  the  request  includes  $229,879,000  to  fund  programs  serving 
Native  Americans,  migrant  farmworkers,  and  veterans.   Also  funded  in  the 
request  are  demonstration  programs  and  evaluations  including  the  multi- 
year  Job  Corps  evaluation,  N0ICC,  Women  in  Apprenticeship,  and  Labor 
Market  Information  for  job  training  providers  and  job  seekers. 


TOTAL  PARTICIPANTS 
1995 

1 .  Adult  Training  Grants 435  ,  800 

2.  Dislocated  Worker  Assistance. .. .  639,800 

3.  Youth  Training  Grants 129,800 

4.  Summer  Youth  Employment 

and  Training  Program  1/ 489,200 

5.  Job  Corps  59,400 

6.  Opportunity  Areas  for 

Out-of -School  Youth 

7  .   Native  Americans 24  ,  900 

8.   Migrant  Farmworkers 54,400 


1/   Number  of  participants  estimated  during  the  summers  of  calendar  years 
1995,  1996,  and  1997. 


1996 

1997 

380,700 

407,600 

588,200 

636,600 

113,000 

75,900 

521,400 

574,000 

64,000 

68,300 

-- 

50,000 

21,900 

20,800 

47,100 

44,200 
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Adult  TraininE  Grants 


1996  1997  Difference 

Conference  Estimate  1996/1997 

$850,000,000        $947,000,000        $97,000,000 


Introduction 

JTPA  Title  II-A  Adult  Training  Grants  is  a  formula -funded,  State-operated 
program  which  provides  training,  and  related  education  and  employment  services 
to  economically  disadvantaged  adults.   Training  and  supportive  services  are 
designed  to  provide  these  individuals  with  marketable  skills  leading  to 
productive,  unsubsidized  employment. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

1/ 
1992 $1,773,484,000 

1993 $1,015,021,000 

1994 $988,021,000 

1995 $996,813,000 

1996 $850,000,000 

1/  1992  JTPA  Adult  &  Youth  programs  were  combined  in  a  Block  Grant. 

1997  Budget  Request 

The  1997  budget  request  for  Title  II -A  Adult  Training  Grants  is 
$947,000,000,  $97,000,000  above  the  1996  level.   This  request  will  serve 
approximately  407,600  participants  at  a  cost  per  participant  of  $2,300.   The 
thrust  of  the  Department's  efforts  is  to  build  on  successful  program 
improvement  initiatives  undertaken  in  cooperation  with  States,  communities  and 
the  private  sector.   During  FY  1997,  the  Department  will  focus  on  reshaping, 
streamlining  and  integrating  Title  II  programs  into  a  new  workforce 
development  system  in  collaboration  with  our  State  and  community  partners. 
The  delivery  of  services  will  be  consolidated  utilizing  One-Stop  Career 
Centers  while  ensuring  that  proven  service  providers,  such  as  community-based 
organizations,  are  effective  players  at  the  local  level.   These  efforts  will 
be  supported  by  automation  technologies  which  will  disseminate  technical 
assistance  and  labor  market  information  to  our  partners  and  customers. 
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Lvers  of  administrative  requirements  will  continue  to  be  utilized  to  provide 
cimum  flexibility  to  States  and  local  communities  and  to  focus  efforts  on 


Waivers 

max! 

high-quality  program  outcomes.   Local  flexibility  winbefGrthlrincreased  by 

requested  appropriations  bill  language  allowing  service  delivery  areas  to 

transfer  up  to  20  percent  of  funding  between  Adult  Training  Grants  (Title  II- 

A)  and  the  Dislocated  Worker  Assistance  Program  (Title  III). 

Program  Year  1996 

The  1996  funding  level  for  Title  II -A  Adult  Training  Grants  is 
$850,000,000,  $146,813,000  below  the  1995  funding  level.   This  level  provides 
for  the  continuation  of  program  improvement  initiatives  undertaken  in  PY  1994 
and  PY  1995.   The  replication  of  successful  program  design  models  and  other 
successful  program  interventions  will  be  strongly  promoted  throughout  the 
system.   These  include  work-based  contextual  learning,  longer-term  training 
and  support  services,  on-the-job  training  for  adults,  and  job  search 
assistance.   Title  II  performance  will  be  enhanced  through  extensive 
partnering  with  HHS ,  ED,  and  other  Federal  agencies  to  streamline  and  simplify 
administrative  and  operational  requirements  to  provide  maximum  flexibility  and 
uniformity  at  the  State  and  local  levels.   Title  II  programs  will  also  benefit' 
from  the  implementation  of  One-Stop  Career  Centers.   This  funding  level  will 
serve  approximately  380,700  participants  at  an  estimated  cost  per  participant 
of  $2 , 300. 

Program  Year  1995 

The  PY  1995  funding  level  for  the  Title  II-A  Adult  Training  Grants  is 
$996,813,000.   Recent  studies,  including  the  National  JTPA  study   identified 
particular  interventions  that  work  for  Title  II  participants.   The  Department 
will  promote  these  and  other  effective  interventions  in  the  planning  and 
implementation  of  Title  II  programs  for  PY  1995.   This  funding  level  will 
serve  approximately  435,800  participants  at  an  estimated  cost  per  participant 

ADULT  TRAINING  GRANTS  (Service  Delivery  Area  Data  Only) 
PERFORMANCE  MEASURES 

Performance  Measures 

Participants  Served 

Terminees 

Entered  Employment  Rate 

Follow-up  Employment  Rate   62% 

Average  Weekly  Earnings 

at  Follow-up  $229        $234        $246        $249        $283 

1/   1994  data  is  preliminary 


PY  1990 

PY  1991 

PY  1992 

PY  1993 

1/ 

PY  1994 

442,773 

415,994 

390,380 

371,718 

389,484 

308,580 

277,632 

257,803 

230.979 

237,470 

63% 

63% 

62% 

65% 

63% 

te   62% 

61% 

60% 

62% 

•  61% 
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PY  1990 

PY  1991 

PY  1992 

PY  1993 

2/ 

PY  1994 

150,181 

146,450 

138,618 

1/ 

1/ 

97,177 

91.317 

84,915 

85,745 

94,202 

52% 

53% 

53% 

58% 

53% 

:e    52% 

50% 

52% 

54% 

<±J 

ADULT  TRAINING  GRANTS  (WELFARE)  1/ 

(Service  Delivery  Area  Data  Only) 

PERFORMANCE  MEASURES 


Performance  Measures 

Participants  Served 

Terminees 

Entered  Employment  Rate 

Follow-up  Employment  Rate    52% 

Average  Weekly  Earnings 

at  Follow-up  $217        $220        $231       $233        $266 

1/  "Adult  Welfare"   data  also  contained  in  "Adult  Training  Grant"  data  above 

2/  1994  data  is  preliminary 

3/  Adult  Welfare  "Participants  Served"  is  no  longer  collected 

4/  Information  not  available 

Changes  for  1997 
Activity  Changes  : 

Net  Program $97,000,000 

Adult  Training  Grants 

Proposal:   To  increase  funding  for  the  Adult  Training  Grants  program 

Rationale :   To  provide  additional  resources  in  the  Adult  Training  Grant 
program  to  provide  of  a  broad  array  of  employment  and  training,  and  support 
services  that  will  ensure  that  disadvantaged  adults  receive  the  training  and 
support  they  need  to  gain  employment. 

Program  Effects:   The  additional  funds  are  needed  to  assist  more  disadvantaged 
adults  including  recipients  of  AFDC  and  the  homeless.   Emphasis  will  be  placed 
on  services  with  proven  effectiveness  to  a  greater  number  of  disadvantaged 
adults.   An  estimated  26,900  additional  participants  will  be  served  than  in 
1996 

Base:  Estimate:    $850.000.000 

Program  Increase:  Estimate:    +$97.000.000 
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Dislocated  Worker  Assistance 


1996  1997        Difference 

Conference        Estimate       1996/1997 

$1,097,500,000    $1,293,000,000   $195,500,000 


Introduction 

JTPA  Title  III  Dislocated  Worker  Assistance  is  a  State-operated  program 
which  provides  training,  job  search  assistance  and  supportive  services 
designed  to  help  permanently  separated  workers  return  to  productive, 
unsubsidized  employment.   The  current  program  includes  an  ongoing  effort  of 
assistance  for  which  eighty  percent  of  its  funding  is  distributed  by  formula 
to  the  States.   The  remaining  twenty  percent  is  available  to  the  Secretary  for 
activities  specified  in  JTPA,  primarily  to  respond  to  mass  layoffs,  plant  and/ 
or  military  base  closings,  and  natural  disasters  across  the  country,  which 
cannot  be  otherwise  anticipated. 

Funding  for  this  activity  during  the  last  five  years  (including  emergency 
assistance  for  natural  disasters)  has  been  as  follows: 


1992 $576,986,000 

1993 $651 ,  246 ,  000 

1994 $1 ,  146  ,  000 ,  000 

1995 $1,228,550,000 

1996 $1,097,500,000 

1997  Budget  Request 

The  PY  1997  funding  request  for  Dislocated  Worker  Assistance  is 
$1,293,000,000,  $195,500,000  above  the  1996  level.   States  will  be  awarded  80 
percent,  or  $1,034,400,000  in  State  allocations;  the  balance,  $258,600,000, 
will  be  awarded  by  the  Secretary  for  plant  closures  and  mass  layoffs  including 
those  resulting  from  logging  restrictions  in  the  Pacific  Northwest,  defense 
cutbacks,  the  Clean  Air  Act,  NAFTA,  or  natural  disasters,  and  for  technical 
assistance  and  dislocated  worker  demonstration  programs.   It  is  estimated  that 
636,600  workers  will  be  served  during  PY  1997,  at  a  cost  per  participant  of 
approximately  $2,000.   This  funding  will  enable  States  to  assist  more 
permanently  laid-off  workers  to  transition  into  new  high-wage,  high  skill 
jobs.   Local  flexibility  will  be  further  increased  by  requested  appropriations 
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bill  language  allowing  service  delivery  areas  to  transfer  up  to  20  percent  of 
funding  between  Adult  Training  Grants  (Title  II -A)  and  the  Dislocated  Worker 
Assistance  Program  (Title  III). 

Program  Year  1996 

The  PY  1996  funding  level  for  Dislocated  Worker  Assistance  is 
$1,097,500,000,  $131,050,000  below  the  1995  funding  level.   States  will  be 
awarded  80  percent,  or  $878,000,000  in  State  allocations;  the  balance, 
$219,500,000,  will  be  awarded  by  the  Secretary  for  plant  closures  and  mass 
layoffs  including  those  resulting  from  logging  restrictions  in  the  Pacific 
Northwest,  defense  cutbacks,  the  Clean  Air  Act,  NAFTA,  or  natural  disasters, 
and  for  technical  assistance  and  innovative  projects  to  serve  dislocated 
workers.   It  is  estimated  that  588,200  dislocated  workers  will  be  served 
during  PY  1996,  at  a  cost  per  participant  of  approximately  $2,000. 

Program  Year  1995 

The  PY  1995  funding  level  for  Dislocated  Worker  Assistance  is 
$1,228,550,000.   This  includes  $982,840,000  in  State  allocations  for  services 
such  as  on-site  rapid  response  to  plant  closures  and  substantial  layoffs, 
reemployment  services  for  profiled  unemployment  insurance  claimants, 
retraining  in  demand  occupations  for  permanently  separated  workers  who  are 
unlikely  to  return  to  their  previous  occupation,  and  supportive  services  so 
the  workers  can  participate  in  the  program.   It  also  includes  $245,710,000  for 
discretionary  grants  to  respond  to  layoffs  resulting  from  defense  cutbacks, 
implementation  of  the  Clean  Air  Act,  NAFTA,  logging  restrictions  in  the 
Pacific  Northwest,  and  natural  disasters,  as  well  as  providing  technical 
assistance  and  testing  innovative  responses  to  worker  dislocation,  and  funding 
projects  to  help  workers  affected  by  plant  closures  and  mass  layoffs.   It  is 
anticipated  that  during  PY  1995  an  estimated  639,800  dislocated  workers  will 
be  served,  at  a  cost  per  participant  of  approximately  $2,000. 

DISLOCATED  WORKER  ASSISTANCE  (FORMULA  AND  DISCRETIONARY) 
PERFORMANCE  MEASURES  1/ 

Performance  Measures    PY  1990 

Participants  Served    290,292 

Terminees  172,524 

Entered  Employment  Rate    70% 

1/   For  PY  1990  old  JTPA  Title  III  and  new  EDWAA  data  are  combined. 
2/  1994  data  is  preliminary. 


V 

PY  1991 

PY  1992 

PY  1993 

PY  1994 

330,643 

312,252 

291,173 

411,539 

189,395 

182,854 

167,334 

182,282 

68% 

69% 

68% 

71% 
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CLEAN  AIR  EMPLOYMENT  TRANSITION  ASSISTANCE  PROGRAM 
PERFORMANCE  MEASURES  1/ 

Performance  Measures    PY  1990 

Participants  Served      N/A 

Terminees  N/A 

Entered  Employment  Rate   N/A 

1/   1994  data  is  preliminary.   Also  for  1994,  cumulative  data  is  displayed  for 
all  projects  funded  through  the  end  of  PY  1994 


DEFENSE  CONVERSION  ADJUSTMENT/DEFENSE  DIVERSIFICATION  PROGRAMS 
PERFORMANCE  MEASURES  1/ 


PY  1991 

PY 

1992 

PY  1993 

PY  1994 

N/A 

93 

1,129 

1,741 

N/A 

18 

402 

889 

N/A 

89% 

87% 

62% 

Performance  Measures 

PY  1990 

PY  1991 

PY  1992 

PY  1993 

PY  1994 

Participants  Served 

N/A 

N/A 

8,674 

26,267 

35,305 

Terminees 

N/A 

N/A 

3,036 

11,185 

20,546 

Entered  Employment  Rate 

N/A 

N/A 

77% 

74% 

67% 

1/   1994  data  is  preliminary.   Also  for  1994,  cumulative  data  is  displayed  for 
all  projects  funded  through  the  end  of  PY  1994. 

Changes  for  1997 
Activity  Changes  : 

Net  Program $195,500,000 

Dislocated  Worker  Assistance  Program 

Proposal :   To  increase  funding  for  the  Dislocated  Worker  Assistance  program 

Rationale:   To  provide  additional  resources  in  Dislocated  Worker  Assistance  to 
fund  a  broad  array  of  employment  and  training,  and  support  services  that  will 
ensure  that  permanently  laid-off  workers  receive  the  training  and  support  they 
need  for  reemployment. 

Program  Effects:   The  additional  funds  are  needed  to  assist  an  estimated 
48,400  more  dislocated  workers  than  in  1996.   This  program  has  a  comprehensive 
approach  to  address  the  problem  of  dislocated  workers.   Emphasis  will  be 
placed  on  services  with  proven  effectiveness  to  a  greater  number  of  dislocated 
workers . 

Base:  Estimate:   $1.097.500.000 

Program  Increase:  Estimate:     +$195.500.000 
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Youth  Training  Grants 


1996  1997  Difference 

Conference  Estimate  1996/1997 


$126,672,000         $126,672,000  $-0- 


Introduction 

JTPA  Title  II-C  Youth  Training  Grants  is  a  formula- funded,  State-operated 
program  which  provides  training,  and  related  education  and  employment  services 
to  economically  disadvantaged  youth,  both  in  school  and  out  of  school. 
Training  and  supportive  services  are  designed  to  provide  these  individuals 
with  marketable  skills  leading  to  productive,  unsubsidized  employment. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

1992 See  footnote  1/  below 

1993 $676,682,000 

1994 $658,682,000 

V 
1995 $76,672,000 

1996 $126,672,000 

1/  1992  JTPA  Adult  &  Youth  programs  were  combined  in  a  Block  Grant. 

2/  The  FY  1995  level  includes  $126,672,000  for  PY  1995  (reflecting  a 
$472,010,000  rescission  per  P.L.  104-19),  and  a  $50,000,00X1 
rescission  to  the  FY  1994  appropriation  per  P.L.  103-333. 

1997  Budget  Request 

The  1997  budget  request  for  Title  II-C  Youth  Training  Grants  is 
$126,672,000,  the  same  as  the  1996  level.   This  request  will  serve 
approximately  75,900  disadvantaged  youth  at  a  cost  per  participant  of  $1,900. 
In  an  effort  to  improve  services  to  disadvantaged  youth  and  leverage  reduced 
funding  levels,  Title  II-C  will  be  extensively  integrated  with  the  School-to- 
Work  system.   The  Department  will  work  closely  with  the  Department  of 
Education  to  ensure  that  the  needs  of  out-of -school  youth  are  effectively 
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addressed  in  conjunction  with  School-to-Work  partnerships  which  are  continuing 
to  evolve  at  the  local  level.   Work  will  continue  with  Empowerment  Communities 
and  Enterprise  Zones  to  bring  resources  of  other  Federal  agencies  to  bear  on 
the  needs  of  disadvantaged  youth,  especially  in  light  of  reduced  resources. 
In  addition,  the  request  level  provides  for  the  continuation  of  the  overall 
Title  II  improvement  initiatives.   For  youth  these  will  include  outcome-based 
performance  standards,  customer  satisfaction  techniques  and  the  replication  of 
model  programs  and  best  practices  in  serving  disadvantaged  youth,  especially 
out -of -school  youth.   Local  flexibility  will  be  increased  by  requested 
appropriations  bill  language  allowing  service  delivery  areas  to  transfer  funds 
between  Youth  Training  Grants  (Title  II -C)  and  the  Summer  Youth  Employment  and 
Training  Program  (Title  II-B). 

Program  Year  1996 

The  PY  1996  level  of  funding  for  this  program  is  $126,672,000,  the  same  as 
the  1995  level.   Approximately  113,000  participants  will  be  served  at  an 
estimated  cost  per  participant  of  $1,900.   This  level  provides  for  the 
continuation  of  program  improvement  initiatives  undertaken  in  PY.  1994  and  PY 
1995.   The  replication  of  successful  program  design  models  and  other 
successful  program  interventions  will  be  strongly  promoted  throughout  the 
system.   These  include  work-based  contextual  learning,  longer-term  training 
and  support  services,  and  job  search  assistance. 

Program  Year  1995 

PY  1995  will  be  the  third  year  of  operations  for  the  Youth  Training  Grants 
under  Title  II -C  of  Che  JTPA,  as  amended  in  1992.   The  level  of  funding  for 
this  program  is  $126,672,000.   Approximately  129,800  youth  will  be  served  in 
the  II-C  program  in  PY  1995  at  an  estimated  cost  per  participant  of  $1,900. 


YOUTH  TRAINING  GRANTS  --  PERFORMANCE  MEASURES 
(Service  Delivery  Area  data  only) 


Performance  Measures    PY  1990 

Participants  Served    386,168 

Terminees  268,416 

Entered  Employment  Rate    44% 

Employability  Enhancement 

Rate  44%         50%         51% 

1/   1994  data  is  preliminary 


PY  1991 

PY  1992 

PY  1993 

PY  1994 

384,721 

361,832 

269,960 

273,410 

260,040 

255,661 

195,047 

178,369 

42% 

41% 

39% 

43% 
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Summer  Youth  Employment  and  Training  Program 


1996  1997         Difference 

Conference         Estimate        1996/1997 

$625,000,000      $871,000,000     $246,000,000 


Introduction 

The  JTPA  Title  II-B  Summer  Youth  Employment  and  Training  (SYETP)  program 
is  a  formula -funded,  State-operated  program  which  provides  temporary  summer 
employment  and  academic  enrichment  to  disadvantaged  youth.   The  program 
stresses  the  strengthening  of  the  work- school  connection,  the  incorporation  of 
foundation  skills  derived  from  the  work  of  the  Secretary's  Commission  on 
Achieving  Necessary  Skills  (SCANS) ,  and  the  building  of  workplace  competencies 
of  youth  for  approximately  6-8  weeks  during  each  summer. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

1992 $995,212,000 

1993 $1,024,874,000 

1994 $888,282,000 

1995 $184 ,  788  ,  000 

1996 $625 ,  000 ,  000 


1997  Budget  Request 

The  1997  budget  request  for  the  Title  II-B  Summer  program  is  $871,000,000. 
This  request  will  serve  approximately  574,000  youth  at  a  cost  per  participant 
of  $1,445.   The  request  level  will  provide  for  the  continuation  of  actions  to 
transform  the  SYETP  into  a  fundamental  part  of  the  Department's  workforce 
development  strategy.   SYETP  will  be  integrated  with  the  Title  II-C  youth  and 
School- to-Work  programs  to  provide  a  year-round  school/work  connection.   Areas 
of  emphasis  include:  academic  enrichment,  strengthening  the  work- school 
connection,  incorporation  of  basic  competency  skills,  building  workplace 
competencies,  and  increased  private  sector  involvement.   Local  flexibility 
will  be  increased  by  requested  appropriations  bill  language  allowing  service 
delivery  areas  to  transfer  funds  between  Youth  Training  Grants  (Title  II-C) 
and  the  Summer  Youth  Employment  and  Training  Program  (Title  II-B). 
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The  Department  will  continue  to  consult  with  the  Department  of  Education 
to  enhance  coordination  of  the  academic  enrichment  component  with  summer 
activities  under  Chapter  1  of  the  Elementary  and  Secondary  Education  Act. 
Academic  enrichment  is  a  program  enhancement  to  the  summer  program's  minimum 
wage  work  experience.   The  Department  has  actively  supported  the  inclusion  of 
academic  enrichment  in  SYETP  and  has  advocated  a  SYETP  where  work  and  learning 
are  integrated. 

The  Department  will  work  with  private  employers  in  an  attempt  to  reverse 
the  downward  trend  in  the  number  of  youth  they  are  hiring  during  the  summer, 
exclusive  of  the  SYETP.   The  private  sector  will  be  encouraged  to  consider 
broadening  their  efforts  to  address  the  needs  of  disadvantaged  youth  who  they 
are  not  currently  serving.   The  Department  will  also  work  with  chief  elected 
officials  on  a  continuing  basis  during  the  year  to  leverage  State  and  local 
dollars  to  increase  the  number  of  youth  being  served  during  the  summer. 

Program  Year  1996 

The  1996  funding  level  for  Title  1I-B  SYETP  is  $625,000,000.  This  amount 
will  allow  an  estimated  521,400  youth  to  be  served  in  calendar  year  1996  at  a 
cost  per  participant  of  $1,430.  This  level  will  provide  for  the  continuation 
of  actions  to  transform  the  SYETP  into  a  fundamental  part  of  the  Department's 
workforce  development  strategy  through  expanded  enrichment  activities.  Areas 
of  emphasis  include:  academic  enrichment,  strengthening  the  work- school 
connection  on  a  year-round  basis,  incorporation  of  SCANS  foundation  skills, 
building  workplace  competencies,  and  increased  private  sector  involvement. 

Program  Year  1995 

The  Title  II-B  SYETP  is  normally  forward  funded,  with  resources  for  a 
given  program  year  funding  the  following  calendar  year's  program.   There  are 
exceptions  to  this  procedure  in  the  FY  1995  appropriation.   The  FY  1995  level 
of  $867,070,000  includes  $682,282,000  from  the  1994  appropriation  to  forward 
fund  the  calendar  year  1995  program  and  $184,788,000  in  1995  funds  to 
supplement  the  1994  funds  already  provided.   The  amounts  allowed  the  program 
to  serve  an  estimated  489,200  youths  in  the  summer  of  1995  at  a  cost  per 
participant  of  $1,415.   Lower  than  anticipated  enrollments  occurred  during 
this  year  due  to  funding  uncertainty  associated  with  the  rescission  bill  and 
language  in  that  bill  permitting  transfers  between  the  Summer  program  and 
Youth  Training  Grants  (Title  II-C).   The  Department  will  continue  to  actively 
support  the  inclusion  of  academic  enrichment  in  SYETP  and  advocate  a  SYETP 
where  work  and  learning  are  integrated. 


25-051  96-19 
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The   table  below  provides   clarification  for   relevant  budget  and  program  years: 

--   Appropriations    for   Calendar   Year   Summer   Programs    -- 


PY   1997  PY  1996                PY   1995               PY   1994                   Total 

CY   1997       $871,000,000  $871,000,000 

CY  1996  $625,000,000                                                                    625,000,000 

CY   1995  $184,788,000       $682,282,000         867,070,000 

CY   1994  206,000,000         206,000,000 

Total           $871,000,000  $625,000,000       $184,788,000      $888,282,000  $2,569,070,000 

*  Excludes  $670,674,000  in  PY  1993  Budget  Authority  for  a  total  of  $876,674,000. 


SUMMER  YOUTH   EMPLOYMENT  AND   TRAINING    PROGRAM    --    PERFORMANCE  MEASURES 

1/ 
Performance  Measures        PY   1990  PY   1991  PY   1992  PY   1993  PY  1994 

Participants   Served  555,198  782,139  647,398  574,453  489,200 

1/     1994   data   is  preliminary 

Changes    for   1997 
Activity  Change: 

Net   Program $246,000,000 

Summer  Youth   Employment   and  Training   Program 

Proposal :      To  provide   additional   resources    for   the   CY   1997   Summer  Youth 
Employment  and  training  program,    to   increase  participant   levels. 

Rationale:      The    increased   funds   will   allow   the   program   to   provide  work 
experience    to  more   youth   in   the   summer   of   1997    than   in   the   summer   of   1996. 

Program  Effects:      Approximately   574,000  participants  will   be   served   in   the 
summer   of   1997,    an   estimated   52,600  more   than   in   1996. 

Base:  Estimate:      $625,000.000 

Program   Increase:  Estimate:      +$246.000.000 
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School-to-Work  Opportunities 

1996  1997  Difference 

Conference        Estimate         1996/1997 

$170,000,000      $200,000,000       $30,000,000 


Introduction 

On  May  4,  1994,  the  President  signed  into  law  the  School-to-Work 
Opportunities  Act.   This  initiative  is  designed  to  provide  American  youth  with 
the  knowledge  and  skills  they  need  to  make  an  effective  transition  from  school 
to  a  first  job  in  a  high-skill,  high-wage  career. 

The  School-to-Work  Opportunities  initiative  is  the  product  of  a 
partnership  formed  by  the  Departments  of  Education  and  Labor  to  establish  a 
national  framework  within  which  all  States  can  create  statewide  School-to-Work 
Opportunities  systems.   These  systems  will  be  designed  to  help  youth  acquire 
the  knowledge,  skills,  abilities,  and  labor  market  information  they  need  to 
make  a  smooth  and  effective  transition  from  school  to  career-oriented  work  or 
to  further  education  or  training. 

While  each  State  and  locality  will  have  broad  latitude  to  design  its  own 
system,  every  School-to-Work  system  will  have  common  core  components 
including: 

o  Work-based  learning  that  provides  students  with  a  planned  program  of  job 
training  and  experiences  in  a  broad  range  of  tasks  in  an  occupational  area,  as 
well  as  paid  work  experience  and  workplace  mentoring. 

o  School -based  learning  that  includes  a  coherent  multi-year  sequence  of 
instruction,  typically  beginning  in  the  11th  grade  and  ending  after  at  least 
one  year  of  postsecondary  education,  tied  to  high  academic  and  skill  standards 
as  enacted  in  the  Goals  2000:  Educate  America  Act. 

o  Connecting  activities  to  ensure  coordination  of  the  work-based  and 
school-based  learning  components  of  a  School-to-Work  Opportunities  program, 
such  as  providing  technical  assistance  in  designing  work-based  learning, 
matching  students  with  employers'  work-based  learning  opportunities,  and 
collecting  information  on  what  happens  to  students  after  they  complete  the 
program. 

Types  of  School-to-Work  grants  include: 

o   State  Development  Grants.   These  are  noncompetitive  grants  to   assist 
States  in  developing  statewide  plans  for  School-to-Work  systems.   All  States 
received  development  grants  in  1994. 
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o  State  Implementation  Grants.   These  are  competitive,  5 -year  grants  to 
States  that  are  ready  to  implement  their  plans.   In  1994,  8  States  received 
State  Implementation  Grants.   The  results  of  the  second  competition  were 
announced  in  September,  1995,  with  an  additional  19  States  receiving  grants  to 
begin  implementing  their  School-to-Work  systems.   Those  states  that  have  not 
yet  received  State  Implementation  Grants  have  received  extensions  of  their 
Development  grants. 

o  Local  Partnership  Grants.   These  are  direct  grants  to  local  communities 
that  are  ready  to  put  school -to -work  systems  in  place  but  which  may  be  located 
in  States  that  are  still  in  the  planning  stage.   In  the  first  competition,  15 
local  partnerships  received  awards.    In  March  of  1996,  an  additional  37  sites 
received  grants. 

o  Urban/Rural  Opportunities  Grants.   These  are  direct  grants  to  urban  and 
rural  areas  characterized  by  high  poverty.   In  late  1994,  grants  were  awarded 
to  21  local  partnerships.   Up  to  an  additional  35  sites  will  be  awarded  grants 
in  the  June  of  1996. 

o  Grants  for  Outlying  Areas.   These  are  non-competitive  grants  to  assist 
the  outlying  areas  in  developing  comprehensive  territorial  plans  for  school- 
to  -work  systems.   Grants  have  been  awarded  to  all  seven  eligible  territories, 
all  of  which  are  expected  to  receive  continuation  awards  from  1995  funds. 

o  Grants  for  Indian  Youth.   These  are  competitive  grants  to  tribal 
partnerships  that  are  developing  or  implementing  school- to-work  systems 
involving  BIA- funded  schools.   In  1994,  the  Departments  awarded  9  grants.   An 
additional  10  tribal  partnerships  are  expected  to  receive  grants  from  1995 
funds . 

The  School-to-Work  Opportunities  Act  also  includes: 

o  Authority  for  the  Secretaries  to  grant  waivers  of  certain  statutory  and 
regulatory  provisions  of  Federal  job  training  and  education  programs  that  may 
impede  a  State's  or  local  community's  ability  to  implement  its  School-to-Work 
Opportunities  system. 

o  Authority  for  the  Secretaries  to  offer  training  and  technical  assistance 
to  States,  local  partnerships,  and  others,  to  conduct  research  and 
demonstrations,  and,  in  collaboration  with  States,  to  establish  a  system  of 
performance  standards. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

1992 §-0- 

1993 $-0- 

1994 $50 ,  000 ,  000 

1995 $122,500,000 

1996 $170 ,  000 ,  000 
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1997  Budget  Request 

The  1997  budget  request  for  the  School-to-Work  program  is  $200,000,000. 
An  identical  request  is  included  in  the  budget  for  the  Department  of 
Education.   Approximately  75%  of  the  total  funds  available  will  be  used  to 
finance  State  Implementation  Grants  which,  with  some  additional  states  to  be 
added  in  1997,  will  be  a  total  of  approximately  49.   The  amount  of  funds  going 
to  Local  Partnership  Grants  will  decrease  as  their  activities  begin  to  be 
financed  through  State  Implementation  grant  funds.   However,  additional 
Urban/Rural  Opportunities  grants  will  be  funded,  bringing  the  total  up  to 
approximately  85. 

Up  to  7.5%  of  the  total  funds  will  be  used  to  continue  national  program 
activities  that  were  begun  in  with  PY  1995  and  PY  1996  funds .   This  includes 
continued  investments  in  such  projects  as  the  School-to-Work  Learning  Center, 
the  Performance  Measurement  system,  the  National  Employer  Leadership  Council, 
and  various  public  outreach  activities. 

Program  Year  1996 

The  1996  level  of  $170,000,000  for  School-to-Work  grants  to  States  and 
local  partnerships,  represents  an  increase  of  $47,500,000  above  the  1995 
appropriation.   With  the  Department  of  Education's  1996  funding  level, 
$350,000,000  will  be  available  as  a  combined  total. 

In  1996,  the  two  Departments  will  extend  their  partnership  forged  under 
the  School-to-Work  initiative,  through  reforms  proposed  for  the  Job  Training 
Partnership  Act  youth  programs  and  the  Perkins  Vocational  Education  Act  to 
advance  the  President's  GI  Bill  for  America's  Workers.   Strong  connections 
between  the  in-school  and  out-of -school  components  of  the  system  will  ensure 
that  all  youth  served  achieve  the  same  high  standards  and  are  prepared  for 
high-skill,  high-wage  jobs  and  further  education  opportunities. 

School-to-Work  is  a  highly  popular  initiative,  as  has  been  evidenced  by 
enthusiastic  support  from  many  Governors.   It  is  on  the  agenda  in  every  State. 
Additional  States  will  come  on  line  at  different  points  in  time,  depending  on 
each  State's  readiness  to  undertake  broad- scale  change  and  the  availability  of 
funds.   With  the  level  of  funds  requested,  the  Departments  anticipate  that 
approximately  11  additional  Implementation  States  will  be  added  in  1996, 
bringing  the  total  amount  to  at  least  38. 

While  School-to-Work  Opportunities  systems  should  become  permanently 
institutionalized  by  States  and  localities,  the  School-to-Work  Opportunities 
Act  will  not  be  a  permanent  source  of  Federal  support.   Rather,  the  funds  are 
seed  money  to  build  the  systems  that  are  linking  school  systems,  postsecondary 
education,  and  the  private  sector.   Funding  under  the  Act  will  phase  out  as 
systems  are  implemented. 
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Program  Year  1995 

PY  1995  will  be  the  second  year  of  this  initiative,  but  the  first  year  of 
implementation  under  the  School -to -Work  Opportunities  Act.   The  Department  of 
Labor  funding  level  is  $122,500,000  for  School -to-Work  Opportunities.   With  an 
additional  $122,500,000  from  the  Department  of  Education,  the  program  will  be 
funded  at  $245,000,000  in  PY  1995.   With  these  funds,  an  additional  19 
Implementation  States  were  added  in  September  of  1995,  bringing  the  total 
number  of  Implementation  States  to  27.   Over  $20,000,000  will  be  invested  in 
37  new  Local  Partnership  Grants  which  will  be  awarded  in  late  March  1996. 
And,  approximately  $24,500,000  will  be  used  to  fund  up  to  45  local 
partnerships  located  in  areas  characterized  by  high  poverty. 

In  addition,  the  funding  level  will  allow  full-scale  implementation  of 
national  program  activities.   A  number  of  projects  will  be  initiated  with  PY 
1995  funds.   The  focus  on  many  of  these  will  be  the  enhancement  of  employer 
participation  and  out-of -school  youth  in  the  School- to-Work  initiative. 

The  National  School- to-Work  Advisory  Council  will  hold  its  first  meeting 
in  late  March  1996.   The  40-member  group  is  led  by  co-chairs  John  McKernan, 
former  Governor  of  Maine,  and  Jacquelyn  Belcher,  President  of  Dekalb  Community 
College  in  Decatur,  Georgia.   Membership  is  broadly  representative  of  the  wide 
range  of  stakeholders  in  the  School- to-Work  community. 

A  highly  innovative  aspect  of  this  national  strategy  is  the  creation  of 
the  National  School- to-Work  Learning  and  Information  Center.   This  center 
which  was  originally  funded  with  PY  1994,  and  will  continue  to  be  funded  in  PY 
1995  and  thereafter,   provides  information,  assistance,  and  training  to 
implement  School- to -Work  Opportunities  systems  in  the  United  States.   The 
Center  utilizes  the  latest  information  technology  both  to  help  build  the 
capacity  of  the  School- to-Work  initiative  and  to  develop  and  implement  state 
and  local  systems  across  the  nation.   Its  services  are  available  to  state  and 
local  School-to-Work  Opportunities  offices,  employers,  schools,  labor, 
parents,  students,  and  to  the  public  at  large. 
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Type  of  Grant 

1995 

1996 

1997  1/ 

State  Development 

44 

14 

3 

State  Implementation 

27 

38 

49 

Local  Partnership 

46 

40 

20 

Urban/Rural  Opportunities 

45 

75 

85 

Indian  Youth 

20 

25 

25 

Territories 

7 

7 

7 

1/  Estimates  of  States  and  territories  expected  to  meet  School- to-Work 
criteria 

(NOTE:   Data  reflect  total  program,  which  includes  funds  appropriated  to  and 
requested  by  the  Departments  of  Labor  and  Education.) 


In  addition  to  the  above  amounts,  the  statute  requires  that  the 
Departments  must  use  2.5  percent  of  the  appropriated  funds  to  collect  and 
disseminate  information  on  successful  School-to-Work  Opportunities 
initiatives,  labor  market  analysis,  skill  standards  and  certificates,  and 
methods  for  recruiting  and  building  the  capacity  of  employers  to  provide 
work-based  learning  opportunities. 

In  addition,  up  to  5  percent  of  the  appropriated  funds  may  be  used  for 
other  national  activities,  including: 

o  Establishing,  in  collaboration  with  States,  a  system  of  performance 
standards  for  assessing  State  and  local  initiatives; 

o  Conducting  a  national  evaluation  of  the  School-to-Work  Opportunities  Act, 
which  must  be  completed  by  September  30,  1998; 
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o  Providing  training  and  technical  assistance  to  States,  local  partnerships, 
and  others ; 

o  Conducting  research  and  demonstrations;  and 

o  Reporting  to  the  Congress,  not  later  than  May  4,  1996,  and  every  12  months 
thereafter,  on  all  activities  carried  out  under  the  Act. 


Changes  for  1997 
Activity  Changes  : 

Net  Program $30,000,000 

School- to- Work  Opportunities 


Proposal :   To  increase  funding  for  School- to -Work  Opportunities  systems  in 
each  State. 

Rationale :   The  School- to-Work  Opportunities  initiative  was  conceived  as 
helping  States  to  design  and  implement  statewide  school- to-work  systems, 
through  planning  and  implementation  grant  awards.   All  States  have  received 
planning  grants  and  all  will  receive  implementation  funds  as  their  State  plans 
become  finalized. 

Program  Effects:   States  will  continue  to  be  granted  funds  to  initiate  or 
continue  planning  or  implementing  a  state-wide  school- to-work  system  with  11 
additional  State  implementation  grants  awarded.   Other  funds  will  be  spent  on 
Federal  support  of  this  initiative  for  training  and  technical  assistance, 
nation-wide  promotional  work,  development  and  dissemination  of  skill 
standards,  and  undertaking  research  and  evaluation  to  continue  to  build  a 
knowledge  base  on  the  design,  implementation,  and  effectiveness  of  the 
program.   DOL  jointly  plans  and  operates  this  initiative  with  the  Department 
of  Education. 

Estimate:   $170.000,000 
Program  Increase:  Estimate:   +$30.000.000 
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Job  Corps 

1996  1997  Difference 

Conference       Estimate  1996/1997 

$1,093,942,000   $1,153,509,000  $59,567,000 
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Introduction 

Job  Corps  is  designed  to  assist  young  people  by  offering  a  wide  range  of 
services  provided  in  the  residential  setting  of  a  Job  Corps  center. 
Participation  in  the  program  is  open  to  economically  disadvantaged,  unemployed 
and  out-of -school  youth,  ages  16-24,  who  have  volunteered  for  the  program. 
These  young  people  are  typically  from  debilitating  environments  and  are 
relocated  to  residential  centers  in  order  to  benefit  from  the  highly 
structured  and  carefully  integrated  array  of  services  provided  by  the  Job 
Corps  program.   These  services  include  basic  education,  vocational  training, 
work  experience,  social  skills  training  and  development,  counseling,  health 
care  and  related  supportive  services,  cash  allowances  and  job  placement 
assistance.   Some  opportunities  are  also  available  for  non-residential 
participation. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

1992 $919,533,000 

1993 $966,075,000 

1994 $1,040,469,000 

1995 $1,089,222,000 

1996 $1,093,942,000 

1997  Budget  Request 

The  1997  budget  request  for  Job  Corps  is  $1,153,509,000,  $32,033,000  above 
the  1996  level.   The  request  provides  $1,064,824,000  for  center  operations  and 
$88,685,000  for  construction,  rehabilitation,  and  maintenance  at  existing 
centers,  and  operations  costs  of  expansion  centers  previously  approved  and 
initiated. 

In  PY  1997,  4  new  Job  Corps  centers  are  scheduled  to  be  activated.   These 
include  the  new  facilities  currently  under  development  in:  Fort  Devens , 
Massachusetts;  Homestead,  Florida;  Chicago,  Illinois;  and  San  Francisco, 
California.   By  the  end  of  PY  1997,  assuming  that  current  construction 
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schedules  are  met,  there  will  be  a  total  of  119  Job  Corps  centers  in  operation 
with  a  combined  enrollment  capacity  of  44,754  fulltime,  year-round  training 
slots . 

During  PY  1997,  43,793  student  service  years  will  be  provided  and  68,317 
new  students  will  be  enrolled  as  the  program  moves  toward  capacity.   The  cost 
per  service  year  (excluding  capital  outlays  for  facility  construction)  will  be 
$24,315  and  the  cost  per  new  enrollee  will  be  $15,587.   Also  during  PY  1997, 
it  is  estimated  that  51,238  terminating  students  will  be  successfully  placed 
in  jobs,  school  or  the  military,  representing  a  75%  placement  rate  for  all 
terminees . 

In  PY  1997,  the  Department  will  continue  to  build  on  a  number  of 
programmatic  initiatives  that  are  underway  in  1996,  including:   1)  forging 
stronger  operational  linkages  and  feedback  mechanisms  between  Job  Corps  and 
State  and  local  workforce  development  programs;  2)  the  formation  of 
partnerships  with  employers  as  a  means  to  update  vocational  training 
curricula,  to  enhance  job  placement  efforts,  and  improve  job  retention;  3) 
continued  efforts  to  raise  the  effectiveness  of  the  persistently  poor 
performing  Job  Corps  centers;  4)  sustained  efforts  to  improve  the 
implementation  of  zero  tolerance  policies  against  violence  and  drugs;  and  5) 
stimulating  greater  student  interest  in  academic  courses  by  making  them  more 
relevant  to  vocational  training. 

The  $88,685,000  requested  for  facility  construction  and  rehabilitation  at 
existing  centers  will  permit  further  inroads  into  the  backlog  of  unmet  needs. 
At  the  start  of  PY  1997  we  estimate  that  the  backlog  of  recommended  repairs 
and  improvements  will  stand  at  approximately  $320  million,  down  from 
approximately  $500  million  in  PY  1992. 

Program  Year  1996 

The  1996  funding  level  for  Job  Corps  is  $1,093,942,000  consisting  of 
$972,475,000  for  operating  expenses,  $72,243,000  for  facility  construction  and 
rehabilitation  at  existing  centers  and  $49,224,000  of  capital  facility  funds 
to  complete  the  new  Job  Corps  centers  that  were  initiated  under  the  1993  and 
1994  appropriations. 

In  PY  1996,  5  new  Job  Corps  centers  are  scheduled  to  be  activated.   These 
include  the  new  facilities  currently  under  development  in:  Caribou,  Maine; 
Flint,  Michigan;  Memphis,  Tennessee;  Montgomery,  Alabama;  and  Long  Beach, 
California.   Based  on  current  construction  schedules,  there  will  be  a  total  of 
115  Job  Corps  centers  in  operation  by  the  end  of  PY  1996,  with  4  new 
facilities  remaining  under  development  at  that  time. 

During  PY  1996,  40,997  student  service  years  will  be  provided  and  63,955 
new  students  will  be  enrolled.   The  cost  per  service  year  (excluding  capital 
outlays  for  facility  construction)  will  be  $23,721  and  the  cost  per  new 
enrollee  will  be  $15,206.   Also  during  PY  1996,  it  is  estimated  that  47,966 
terminating  students  will  be  successfully  placed  in  jobs,  school  or  the 
military.   This  would  represent  a  75%  placement  rate  for  all  terminees. 
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Areas  of  programmatic  emphasis  in  PY  1996  include:  1)  stronger  operational 
linkages  between  Job  Corps  and  State  and  local  workforce  development  programs"; 
2)  linkages  with  employers  in  order  to  improve  and  update  vocational  training 
curricula  and  to  enhance  job  placement  efforts;  3)  focussed  efforts  to  raise 
the  effectiveness  of  the  poor  performing  Job  Corps  centers;  4)  further  efforts 
to  implement  the  zero  tolerance  policy  against  violence  and  drugs;  and  5) 
enhancing  student  interest  in  academic  courses  by  making  them  more  relevant  to 
vocational  training. 

ProEram  Year  1995 

The  1995  funding  level  for  Job  Corps  is  $1,089,222,000  consisting  of 
$957,193,000  for  operating  expenses,  and  $95,625,000  for  facility  construction 
and  rehabilitation  at  existing  centers  and  $36,404,000  of  capital  facility 
funds  for  the  new  center  expansion  effort.   Job  Corps  operating  and  service 
levels  in  PY  1995  are: 

Number  of  Centers  in  Operation..      110 

Student  Service  Years 38,091 

New  Enrollments 59,422 

Job  and  School  Placements 44,567  (75%  of  terminees) 

Cost  per  Service  Year $25,129  (excludes  CRA) 

Job  Corps  enrollment  levels  began  to  decline  in  the  late  Spring  and  early 
Summer  of  1995  due  to  the  implementation  of  new  zero  tolerance  policies 
against  drugs  and  violence.   By  January  1996,  recruitment  and  enrollment 
levels  began  to  recover  from  this  temporary  decline,  and  on-board  student 
strength  should  be  restored  to  full  capacity  in  March  or  April  1996. 

The  service  years  and  new  enrollments  that  were  "lost"  in  the  first  half 
of  PY  1995  cannot  be  recovered.   A  byproduct  of  operating  below  capacity  in  PY 
1995  is  the  relatively  high  cost  per  service  year  that  is  shown  above.   There 
are  only  a  few  Job  Corps  cost  components  that  vary  directly  with  on-board 
strength  (e.g.,  student  allowances).   Most  costs,  principally  those  for  staff 
salaries  and  benefits,  continue  to  be  incurred  even  when  there  are  fewer 
students  in  attendance  at  a  Job  Corps  center  than  originally  contracted  for. 
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JOB   CORPS 


PERFORMANCE  MEASURES 


Performance  Measures  PY  1990 

Enrollees  61,453 

Placement  Rate  57% 

GED  Attainment  Rate  40% 

Avg  Student  Reading  Gain 
(Grade  Equiv)  1.3 

Avg  Student  Math  Gain 

(Grade  Equiv)  1.8 


Vocational  Completion 
Rate 


N/A 


PY  1991 

62,205 

57% 

44% 

1.4 

1.9 

35% 


PY  1992 

61,762 

57% 

51% 

1.2 

1.8 

32% 


PY  1993 

62,749 

64% 

52% 

1.2 

1.8 

36% 


PY  1994 

58,460 

73% 

46% 

1.8 

2.1 

43% 


Changes  for  1997 

Job  Corps 
Activity  Changes  : 

Built-in:  To  provide  for  then  built  in  increase  of  Job  Corps $24,367,000 

Net  Program • +$35,200,000 

Job  Corps  Operations 

Proposal:   To  provide  adequate  operating  funds  for  Job  Corps  slot  increases 
related  to  the  opening  of  the  last  4  "50/50"  expansion  centers  authorized  in 
the  1993/1994  appropriations,  and  restoration  of  slots  at  existing  centers. 

Rationale:   This  increase  will  provide  sufficient  operating  funds  for  new 
center  slots  due  to  activation  of  previously-authorized  new  centers,  and 
capacity  restorations  at  existing  centers  where  slot  reductions  had  occurred 
due  to  renovations. 

Program  Effect:  This  increase  will  fund  an  additional  2,796  slots. 

Base.  Estimate:   S972.475.000 

Program  Increase:  Estimate:   +$67,982,000 
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Job  Corps  Construction  -  Existing  Centers 

Proposal :   To  reflect  an  increase  in  Job  Corps  construction  funds  for  existing 
centers . 

Rationale :   Job  Corps  has  a  large  backlog  of  facility  construction  and 
rehabilitation  at  its  existing  centers. 

Program  Effect:   The  increase  will  permit  further  inroads  into  the  backlog  of 
recommended  repairs  and  improvements . 

Base:  Estimate:    $72.243,000 

Program  Increase  :  Estimate:   +$16.442.000 

Job  Corps  Construction  -  Expansion 

Proposal :   To  reflect  a  decrease  in  Job  Corps  construction  funds  for  expansion 
centers . 

Rationale:   Job  Corps  expansion  will  terminate  with  the  activation  of  the 
final  four  centers  from  the  1993/1994  appropriations'  "50/50"  expansion. 

Program  Effect:   The  decrease  means  that  all  construction  and  rehabilitation 
funding  will  be  used  at  existing  centers. 

Base:  Estimate:    $49,224.000 

Program  Decrease  :  Estimate:   -$49.224,000 
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1996 
Conference 

$52,502,000 


Native  Americans 

1997 
Estimate 


Difference 
1996/1997 


$50,000,000   -$2,502,000 


Introduction 

This  program  is  designed  to  improve  the  economic  well-being  of  Native 
Americans  (Indians,  Eskimos,  Aleuts,  and  Native  Hawaiians)  through  the 
provision  of  training,  work  experience,  and  other  employment- related  services 
and  opportunities  that  are  intended  to  aid  the  participants  to  secure 
permanent,  unsubsidized  jobs.   The  Department  of  Labor  allocates  formula 
grants  to  Indian  tribes  and  other  Native  American  groups  whose  eligibility  for 
such  grants  is  established  in  accordance  with  the  Department's  regulations. 

Approximately  189  formula  grants  will  be  issued  each  year  to  Indian  tribes 
and  reservations,  and  other  Native  American  groups  located  in  urban  and  rural 
areas . 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

1992 $63,000,000 

1993 $61,871,000 

1994 $64,218,000 

1995 $59,787,000 

1996 $52,502,000 


1997  Budget  Request 

The  1997  budget  request  for  Native  American  programs  is  $50,000,000, 
$2  502  000  below  the  1996  level.   The  request  will  serve  approximately  20,800 
Native 'American  participants  at  an  estimated  cost  per  participant  of  $2,400 

Historically,  two-thirds  of  the  grantees  are  reservation-based  programs 
which  are  subject  to  high  rates  of  unemployment.   Typically,  program 
participants  lack  education,  competitive  skills,  and  knowledge  of  the 
workplace.   The  remaining  urban  grantees,  while  not  geographically  isolated, 
will  serve  a  population  that  is  largely  unskilled,  poorly  educated,  and  in 
poverty.   Substance  abuse  and  overt  discrimination  remain  problems  on  and  off 
reservation. 
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As  we  move  towards  a  new  workforce  development  system ,,  maintaining  a 
separate  program  to  serve  this  population,  through  grants  which  are  directly 
administered  by  Native  individuals,  is  the  most  effective  manner  this 
population  can  be  reached.   In  addition,  our  relationship  with  the  Indian 
community  is  predicated  on  the  historical  facts  of  tribal  sovereignty  and  a 
nation- to  nation  relationship,  both  of  which  support  the  maintenance  of  a 
separate  program  effort  in  recognition  of  the  unique  circumstances  of  this 
special  population. 

Program  Year  1996 

The  1996  funding  level  is  $52,502,000,  $7,285,000  below  the  1995 
appropriation.   Approximately  21,900  participants  will  be  served  at  an 
estimated  cost  per  participant  of  $2,400.   This  is  approximately  3,000  fewer 
participants  than  1995. 

Program  Year  1995 

The  1995  funding  level  of  $59,787,000  is  serving  approximately  24,900 
participants  at  a  cost  per  participant  of  $2,400. 

NATIVE  AMERICAN  EMPLOYMENT  AND  TRAINING  --  PERFORMANCE  MEASURES 


Performance  Measures 

Participants  Served 

Terminees 

Entered  Employment  Rate 

1/  1994  data  is  preliminary. 

Changes  for  1997 

Activity  Changes  : 

Net  Program -$2,502,000 

Proposal :   To  reduce  funding  in  the  Native  American  program. 

Rationale :   The  reduction  is  due  to  budgetary  constraints.   Native  American 
participants  can  also  be  served  in  the  JTPA  Title  II-A  Adult  Training  Grants 
Program. 

Program  Effect:   A  total  of  1,100  fewer  Native  Americans  will  be  served  in  the 
program,  for  a  total  of  approximately  20,800  participants. 

Base:  Estimate:   $52.502.000 

Program  Decrease:  Estimate:   -$2.502.000 


PY  1990 

PY  1991 

PY  1992 

PY  1993 

1/ 
PY  1994 

28,106 

26.600 

25,046 

24,826 

24,425 

23,457 

21,484 

19,922 

19,357 

19,383 

55% 

52% 

50% 

50% 

50% 
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Migrants  and  Seasonal  Farmworkers 

1996  1997      Difference 

Conference     Estimate    1996/1997 

$69,285,000   $65,000,000   -$4,285,000 


Introduction 

This  program  is  designed  to  serve  members  of  economically  disadvantaged 
families  whose  principal  livelihood  is  gained  in  migratory  and  other  forms  of 
seasonal  farmwork.   The  goal  of  the  program  is  to  alleviate  the  chronic 
unemployment  and  underemployment  being  experienced  by  farmworker  families. 
Through  training  and  other  employability  development  services,  the  program 
prepares  considerable  numbers  of  farmworkers  for  stable,  year-round 
employment,  both  in  and  outside  the  agricultural  industry. 

The  program  also  provides  health  care,  day  care  and  other  supportive 
services  for  farmworkers  who  choose  to  stay  in  agriculture.   At  least  94 
percent  of  each  year's  appropriation  is  allocated  to  States  according  to  a 
population-based  formula.   Public  agencies  and  nonprofit  groups  then  bid  in 
national  competitions  to  run  programs  for  these  eligible  State  populations. 
The  remainder  of  each  year's  appropriation  is  set  aside  for  technical 
assistance  and  other  special  projects  to  benefit  seasonal  farmworkers 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

!992 $77,644,000 

!993 $78,303,000 

1994 $85,576,000 

1995 $79,967,000 

1996 $69,285,000 

1997  Budget  Request 

The  1997  budget  request  for  Migrant  and  Seasonal  Farmworker  programs  is 
$65,000,000,  $4,285,000  below  the  1996  level.   The  request  will  serve 
approximately  44,200  migrant  and  seasonal  farmworkers  at  an  estimated  cost  per 
participant  of  $1,470. 

In  the  context  of  the  emergence  of  the  new  workforce  development  system,  a 
separate  nationally  administered  program  is  the  most  effective  means  to  serve 
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migrants  and  seasonal  farmworkers.   This  program  assists  a  population  segment 
that  is  very  hard-to-serve  because  of  its  very  low  skill  levels  and  the 
migratory  nature  of  the  work.   These  funds  have  enabled  grantees  to  leverage 
funding  from  a  variety  of  resources,  thus  creating  the  opportunity  for  multi- 
funded  "one  stop"  migrant  service  centers  that  provide  access  to  a  number  of 
services  in  one  location. 


Program  Year  1996 

The  1996  funding  level  is  $69,285,000,  $10,682,000  below  the  1995 

appropriation.   Approximately  47,100  participants  will  be  served  at  an 

estimated  cost  per  participant  of  $1,470.   This  is  approximately  7,300  fewer 
participants  than  in  1995. 


Program  Year  1995 

The  1995  funding  level  of  $79,967,000  is  serving  approximately  54,400 
participants  at  a  cost  per  participant  of  $1,470. 


MIGRANTS  AND  SEASONAL  FARMWORKERS  PROGRAM  --  PERFORMANCE  MEASURES 

Performance  Measures  PY  1990 
Participants  Served  53,468 
Terminees  18,647 

Entered  Employment  Rate    69% 

1/   1994  data  is  preliminary. 

Changes  for  1997 
Activity  Changes  : 
Net  Program -$4,285,000 


PY  1991 

PY  1992 

PY  1993 

1/ 

PY  1994 

47,385 

48,630 

47,547 

46,077 

16,317 

15,405 

15,280 

14,527 

71.7% 

70.9% 

73.6% 

74.1% 
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Migrant  and  Seasonal  Farmworker  Program 

Proposal:   To  reduce  funding  in  the  Migrant  and  Seasonal  Farmworker  program. 

Rationale:   The  reduction  is  due  to  budgetary  constraints.   Migrant  and 
Seasonal  Farmworker  participants  can  also  be  served  in  the  JTPA  Title  II-A 
Adult  Training  Grants  Program. 

Program  Effect:   Approximately  44,200  participants  will  be  served,  2,900  fewer 
than  served  in  1996. 

Base.  Estimate:   S69. 285.000 

Program  Decrease:  Estimate:   -54,285,000 
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V«t-«r«ng  Employment 

1996        1997      Difference 
Conference   Estimate    1996/1997 

$7,300,000   $7,300,000      $-0- 


Introduction 

Section  441  of  JTPA  requires  the  Secretary  to  conduct,  directly  or  through 
grants  or  contractual  agreements,  special  programs  designed  to  meet  unique 
employment  and  training  needs  of  disabled,  Vietnam-era  and  recently  separated 
veterans.   The  Act  specifies  that  the  programs  be  administered  through  the 
Assistant  Secretary  for  Veterans'  Employment  and  Training. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

1992 $9,120,000 

1993 $8 ,  957 ,  000 

1994 $8,957,000 

1995 $8  ,  880 ,  000 

1996 $7,300,000 

1997  Budget  Request 

The  1997  budget  request  for  Title  IV-C  of  JTPA  is  $7,300,000,  the  same  as 
the  1996  level.   Of  this  total,  $7,000,000  will  be  awarded  in  grants  and  it  is 
anticipated  that  the  PY  1996  competitive  process  will  allow  two-year  grant 
programs.   Thus,  this  flexibility  will  result  in  continuing  those  grants  that 
proved  to  be  effective  based  on  their  performance  and  demonstrated  successful 
program  operations.   The  remainder  of  the  funds,  $300,000,  will  be  used  to 
provide  specialized  services,  research  and  demonstration  projects  at  the 
Secretary's  discretion.   It  is  expected  that  additional  projects  will  continue 
to  target  those  veterans  most  in  need  of  specialized  employment  and  training 
services  to  be  delivered  through  the  most  effective  means. 

Program  Year  1996 

The  PY  1996  funding  level  for  Title  IV-C  of  JTPA  is  $7,300,000,  $1,580,000 
below  the  1995  level.   It  is  anticipated  that  $7,000,000  of  PY  1996  JTPA  IV-C 
funds  will  be  awarded  through  a  competitive  process  to  state  entities  through 
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each  state's  Governor's  office.  This  competition  will  result  in  the  same 
number  of  large  grants  and  similar  types  of  services  for  eligible  veterans. 
The  remainder  of  the  funds  will  be  used  to  provide  specialized  services, 
research,  and  demonstration  projects  at  the  Secretary's  discretion.  It  is 
expected  that  additional  projects  will  continue  to  target  those  veterans  most 
in  need  of  specialized  employment  and  training  services,  resulting  in  long 
term  employment . 


Program  Year  1995 

The  PY  1995  funding  level  for  these  specialized  veterans  employment  and 
training  programs  was  $8,880,000.   The  PY  1994  competitive  process  allowed 
two-year  grant  programs.   Thus,  this  flexibility  resulted  in  continuing  those 
grants  that  proved  to  be  effective  based  on  their  performance.  Of  the  PY  1995 
JTPA  IVC  funds  $7,000,000  has  provided  increased  monies  and  a  grant  extension 
to  those  14  grantees  funded  in  PY  1994  who  demonstrated  successful  program 
operations.   In  addition,  $1,300,000  has  provided  21  homeless  veterans 
grantees  funded  in  PY  1993  with  emergency  funding  for  homeless  projects  in 
cold  climate  regions  .   The  remaining  funds  were  allocated  for  innovative 
pilot,  demonstration  and  research  projects  having  National  impact  or  scope. 
The  14  grants  awarded  were  designed  to  serve  4,756  service-connected  disabled, 
Vietnam  era  and  recently  separated  veterans  and  place  2,360  of  those  served  in 
employment  positions. 

Changes  for  1997 

Ac t ivi tv  Change : 

Net  Change $-0- 
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National  Activities 

1996        1997        Difference 
Conference   Estimate      1996/1997 

$54,077,000  $366,579,000   $312,502,000 


Introduction 

Funds  requested  for  these  activities  will  be  used  to  support  programs  most 
appropriately  administered  at  the  national  level.   These  programs  include: 
labor  market  information,  research  and  evaluation,  pilots  and  demonstration 
activities,  the  National  Occupational  Information  Coordinating  Committee 
(NOICC) ,  funding  for  the  National  Skill  Standards  Advisory  Board,  the  Glass 
Ceiling  Commission,  and  Women  in  Apprenticeship,  and  three  new  initiatives: 
Opportunity  Areas  for  Out-of-School  Youth,  Jobs  for  Residents,  and  an 
Incumbent  Worker  Demonstration. 


Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

1992 $78,671,000 

1993 $130,677,000 

1994 $114 ,  305 ,  000 

1995 $59,353,000 

1996 $54,077,000 

Labor  Market  Information  (LMI) 


1997  Budget  Request 

The  1997  budget  request  for  Labor  Market  Information  is  $5,489,000,  the 
same  as  the  1996  level.   These  Labor  Market  Information  funds  will  continue  to 
be  distributed  to  the  States  through  reimbursable  agreements  to  improve  the 
quality  of  and/or  increase  use  of  access  to  labor  market  information  through 
media  releases,  publications,  seminars,  packaged  public  or  commercial 
software,  or  on-line  delivery  systems.   These  funds  will  be  used  in 
coordination,  but  not  combined,  with  funds  for  other  labor  market  information 
products  and  services.   A  primary  element  of  both  the  one-stop  career  center 
initiative  and  a  revitalized  ES  requires  that  new  and  improved  labor  market 
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information  be  available  to  all  customers  in  a  flexible,  user  friendly  manner 
to  enable  them  to  make  effective  career  development  decisions. 


Program  Year  1996 

The  1996  funding  level  for  this  activity  is  $5,489,000,  the  same  as  the 
1995  funding  level.   These  Labor  Market  Information  funds  will  continue  to  be 
distributed  to  the  States  through  reimbursable  agreements  to  substantially 
enhance  State  and  local  collection  and  dissemination  of  local,  State  and 
national  occupational,  wage,  and  other  labor  market  information  to  support 
improved  services  to  its  customers.   Improved  labor  market  information  is  a 
key  feature  of  both  the  one-stop  career  center  initiative  and  a  revitalized 
ES.   National  standards  will  be  used  to  collect  new  information  so  that  it  can 
be  summarized  at  the  state  and  national  levels  and  readily  disseminated 
through  the  national  information  system  being  developed  to  support  the 
Department's  workforce  development  initiatives. 

Program  Year  1995 

The  1995  funding  level  for  this  activity  is  $5,489,000.   In  prior  years 
these  funds  have  been  used  for  the  collection,  analysis,  and  dissemination  of 
information  to  support  State  and  local  JTPA  planning  activities.   In  1995, 
additional  Labor  Market  Information  funds  are  distributed  to  the  States 
through  reimbursable  agreements  administered  by  the  U.S.  Employment  Service 
and  the  ETA  Regional  Offices  to  substantially  enhance  State  and  local 
collection  and  dissemination  of  local,  State  and  national  occupational,  wage, 
and  other  labor  market  information  to  support  the  Department's  workforce 
development  initiatives,  and  enhanced  Employment  Service  (ES)  services  to  its 
customers.   LMI  is  a  primary  element  of  both  the  One -Stop  Career  Centers 
System  and  a  revitalized  Employment  Service.   National  standards  are  being 
developed  to  collect  new  information  so  that  it  can  be  summarized  at  the  state 
and  national  levels  and  readily  disseminated  through  the  national  information 
system  being  developed  to  support  the  Department's  workforce  development 
initiatives . 

National  Occupational  Information  Coordinating  Committee  (NOICC) 


1997  Budget  Request 

In  1997,  the  NOICC  request  is  $2,530,000.   This  is  a  decrease  of 
$5,470,000  from  1996.   NOICC  will  provide  approximately  $1,700,000  to 
$2,000,000  to  the  States.   This  could  be  supplemented  by  State  funding  carried 
over  from  1996,  allowing  them  to  effectively  carry  out  their  programs  and  to 
support  efforts  to  encourage  the  States  to  continue  State  Occupational 
Information  Coordinating  Committees  (SOICC's)  with  block  grant  funding  or  to 
transition  SOICC  functions,  products,  and  services  to  other  State  entities. 
State  funds  will  be  used  to  support  information  delivery,  training  of 
customers,  and/or  to  partially  cover  the  SOICC  Director's  salary.   NOICC 
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staffing  will  be  reduced  from  the  1996  level  of  11  positions  to  3-4  positions 
during  the  year,  and  will  monitor  the  grants  program  and  carry  on  a  limited 
set  of  national  technical  assistance  activities. 


Program  Year  1996 


activities , 


In  1996,  NOICC  will  be  funded  at  a  level  of  $8,000,000.   In  planning  1996 
Lvities,  NOICC  will  provide  flexibility  to  States  to  carry  1996  funds  into 
1997  as  appropriate,  given  the  reduced  request  in  the  latter  year. 

At  the  level  of  $8,000,000  in  1996,  NOICC  will  allocate  $6,000,000 
directly  to  States  as  part  of  the  Basic-Assistance  Grant.   SOICCs  have  and 
will  play  a  significant  role  in  1996  in  building  the  information  components  of 
one -stop  career  centers  and  supporting  career  planning  and  guidance  in  school - 
to-work  transition  programs,  both  of  which  are  keystones  of  the  new  workforce 
development  system.   NOICC  will  continue  efforts  in  career  development 
training  and  plans  to  provide  $350,000  -  $450,000  to  support  State 
supplemental  grants  to  train  counselors  and  other  professionals  in  the  use  of 
career  information  to  support  career  development  of  adults,  dislocated 
workers,  and  youth,  a  key  item  under  the  new  workforce  development  system 
NOICC  will  also  continue  a  Career  Development  Training  Institute.   The 
Institute  will  focus  on  the  best  ways  to  expand  the  career  development 
training  program  this  year  and  explore  ways  to  transition  these  programs  as 
necessary  under  new  workforce  development  legislation. 

At  the  national  level,  NOICC  will  continue  the  NOICC  Crosswalk  and  Data 
Center.   NOICC  will  introduce  a  new  training  program  to  train  customers 
including  employers,  school  officials,  employment  and  training  staff   etc    in 
the  use  of  occupational  information  in  making  program  and  employment' 
decisions.   The  current  staffing  level  of  11  positions  will  be  maintained  in 
1996,  taking  on  greater  responsibilities  for  technical  assistance  in 
supporting  the  new  occupational  information  system  and  in  training   A  major 
focus  at  the  national  level  will  be  to  get  as  many  products  and  services  in 
use  as  possible  and  to  develop  recommendations  and  procedures  on  continuing 
these  at  the  1997  level. 


Program  Year  1995 


In  1995,  the  NOICC  funding  level  is  $5,500,000.   About  79  percent  was 
provided  directly  to  SOICCs  to  support  basic  program  activities  including 
delivery  of  occupational  and  career  information  as  well  as  supplemental  career 
development  training  activities.   NOICC  released  the  OLMID  and  new 
microcomputer  based  occupational  information  system.   These  systems  are 
designed  to  help  States  more  effectively  compile  and  deliver  customer-based 
information  to  support  one-stop  centers  and  school-to-work  transition 
Through  the  work  of  the  NOICC  and  SOICCs,  over  95%  of  the  one -stop  centers 
have  adopted  the  OLMID,  Micro-OIS,  and  automated  career  information  delivery 
systems  to  deliver  information  to  one-stop  customers.   In  fact,  the  Department 
of  Labor  is  funding  the  expansion  of  this  work  on  a  client-server  based 
system,  which  parallels  the  micro-computer  based  system  developed  by  NOICC. 
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During  PY  1995,  NOICC  and  the  SOICCs  have  emphasized  training  of  customers 
and  capacity  building  of  State  staff  in  one-stops,  school- to-work,  and  other 
settings  that  are  part  of  the  effort  to  build  a  new  customer-oriented 
workforce  development  system.   Over  $2,500,000  of  NOICC 's  total  funding  from 
all  sources  was  invested  in  career  development  training  efforts  to  support 
continued  implementation  of  school-to-work  systems  at  the  State  and  local 
level  and  to  support  DOL  workforce  re-employment  efforts.   These  funds  support 
the  Career  Development  Training  Institute  and  State  programs  to  train 
employment  service,  JTPA,  one -stop -center  staff,  as  well  as  education 
counselors  and  teachers  to  better  meet  the  career  guidance  and  job  seeking 
needs  of  their  customers.   Such  training  will  reach  over  32,000  participants 
this  year. 

A  number  of  new  career  development  training  resources  were  completed  and 
made  available  through  the  Career  Development  Training  Institute  and  NOICC's 
Training  Support  Center.   These  included  a  Cet-A-Life  School -to -Work 
Transition  Planner   designed  for  use  by  students  in  the  junior  and  senior  years 
of  high  school  and  the  first  two  years  of  post  secondary  education;  a  Life 
Work  Portfolio   designed  for  use  by  adults,  particularly  dislocated  workers;  a 
120  hour  Curriculum  for  Career  Development  Facilitators ,  i.e.  those  persons 
who  have  less  than  a  Master's  Degree  in  counseling;  a  United  States  version  of 
The  Real  Came,    a  classroom  career  development  resource  developed  by  the 
Life/Work  Center  in  Canada;  and  Exploring  Learning  Options,    a  companion  volume 
to  the  Life/Work  Portfolio  developed  by  the  Alliance,  a  management -labor 
consortium  created  by  AT&T,  CEW  and  IBEW. 

NOICC  funded  seven  universities  and  educational  institutions  to  update  the 
National   Career  Development  Guidelines   and  Improved  Career  Decision  Making 
handbooks,  carry  out  train- the- trainer  activities  related  to  the  Workforce   in 
Transition   program  .and  Life  Work  Portfolio,    provide  workshops  in  School -to - 
Work  concepts  for  academic  preparers  of  school  administrators,  teachers,  and 
counselors  and  develop  20  two-hour  televised  classroom  segments  on  the  same 
subject,  and  move  career  development  training  resources  to  electronic 
libraries  where  they  may  be  accessed  by  professionals  and  parents.   NOICC  has 
also  worked  with  the  National  Veterans'  Training  Institute  to  incorporate 
pertinent  NOICC  training  resources  into  the  case  management  training  provided 
Employment  Security  veterans  staff  and  to  develop  for  separating  veterans  an 
automated  skills-based  resume  writer.   Of  note,  NOICC  developed  a  new  training 
program  together  with  computerized  tutorials  on  how  to  use  the  Micro-OIS. 
NOICC  also  offered  2  technical  workshops  in  PY  1995  to  train  State  staff  in 
building  the  OLMID  and  Micro-OIS. 
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Research  and  Evaluation  (R&E) 


1997  Budget  Request 

The  1997  budget  request  for  Research  and  Evaluation  is  $10,196,000, 
$4,000,000  above  the  1996  level.   The  funds  support  evaluation  of  ETA  programs 
and  demonstration  initiatives,  development  and  refinement  of  performance 
standards  and  standardized  program  information,  research  on  worker  assessment 
and  testing,  and  other  research  that  promotes  understanding  of  ETA  policy  and 
program  improvement. 

Nearly  half  of  the  funds  will  be  used  to  continue  a  major  net  impact 
evaluation  of  Job  Corps,  the  design  phase  of  which  was  initiated  in  PY  1993; 
implementation  started  in  PY  1994.   The  evaluation  also  includes  a  sub- 
component, begun  in  PY  1996,  that  is  using  Unemployment  Insurance  (UI)  wage- 
record  data  from  a  sample  of  States  to  verify  and  validate  self -reported 
survey  data  on  the  earnings  of  Job  Corps  graduates.   Initial  estimates  of  the 
outcomes  and  net  impacts  of  the  Job  Corps  are  expected  to  be  available  no 
later  than  late  1999. 


Program  Year  1996 

The  1996  funding  level  for  Research  and  Evaluation  is  $6,196,000,  a 
decrease  of  33  percent  below  the  1995  level.   R&E  funds  support  evaluation  of 
ETA  programs  and  demonstration  initiatives,  development  and  refinement  of 
performance  standards  and  standardized  program  information,  research  on  worker 
assessment  and  testing,  and  other  research  that  informs  ETA  policy  and 
contributes  to  program  improvement.   The  reduction  will  be  incurred  primarily 
by  reducing  activities  in  worker  assessment  research,  and  research  in  policy 
analysis.   A  large  portion  of  the  funds  are  being  used  to  continue  a  major  net 
impact  evaluation  of  Job  Corps,  including  initiation  of  a  sub-component  that 
is  using  Unemployment  Insurance  wage-record  data  from  a  sample  of  States  to 
verify  and  validate  self -reported  survey  data  on  the  earnings  of  Job  Corps 
graduates . 

Program  Year  1995 

The  1995  funding  level  for  Research  and  Evaluation  is  $9,196,000.   The 
funds  supported  evaluation  of  ETA  programs  and  demonstration  initiatives, 
development  and  refinement  of  performance  standards  and  standardized  program 
information,  research  on  worker  assessment  and  testing,  and  other  research 
that  informed  ETA  policy  and  contributed  to  program  improvement.   About  half 
of  the  funds  were  used  to  continue  a  major  net  impact  evaluation  of  Job  Corps. 
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Pilots  and  Demonstrations  (P&D) 

1997  Budget  Request 

The  1997  budget  request  for  Pilots  and  Demonstrations  is  $23,717,000, 
$3,423,000  below  the  1996  level.   The  funds  will  support  development  of  the 
new  workforce  development  system,  including  ongoing  pilots  and  demonstrations 
in  improving  services  to  at-risk  youth,  the  Quantum  Opportunities  Program  and 
the  Center  for  Employment  Training  model,  as  well  as  a  lifelong  learning 
demonstration  for  adult  workers . 

A  portion  of  the  funds  also  will  be  used  to  continue  programs  that  serve 
the  needs  of  particular  target  groups ,  such  as  disabled  individuals ,  persons 
with  limited  English  proficiency,  displaced  homemakers,  older  workers, 
offenders,  and  other  individuals  requiring  special  assistance.   Partnership 
programs,  many  of  which  were  competed  for  the  first  time  during  PY  1994,  will 
also  be  continued  on  a  competitive  basis  with  national  organizations  that  have 
special  expertise  in  developing  and  administering  employment  and  training 
programs.   These  include  organizations  that  serve  special  populations,  such  as 
ethnic  minorities,  and  groups  involved  with  business  and  organized  labor. 

Program  Year  1996 

The  1996  funding  level  for  Pilots  and  Demonstrations  is  $27,140,000, 
$5,939,000  below  the  1995  level.   Funds  will  be  used  to  continue  the  workforce 
development  initiatives,  begun  in  previous  years,  of  implementing 
demonstration  projects  to  develop  and  test  innovative  programs  for  building 
the  new  adult  workforce  system  and  for  developing  innovative  models  for 
disadvantaged,  out-of  school  youth  to  help  them  transition  into  the  workforce. 

Program  Year  1995 

The  1995  funding  level  of  $33,079,000  provides  funds  to  continue  the 
strategy  begun  in  PY  1994  of  launching  additional  demonstration  projects  to 
develop  and  test  innovative  programs  for  disadvantaged,  out-of  school  youth  to 
help  get  them  into  the  workforce.   One  major  new  project  was  a  test,  in  three 
to  five  sites,  of  the  Opportunity  Areas  for  Out-of -School  Youth  initiative 
that  is  proposed  to  be  launched  in  PY  1997. 

A  portion  of  the  funds  also  will  be  used  to  continue  programs  that  serve 
the  needs  of  particular  target  groups,  such  as  disabled  individuals,  persons 
with  limited  English  proficiency,  displaced  homemakers,  older  workers, 
offenders,  and  other  individuals  requiring  special  assistance.   Partnership 
programs,  many  of  which  were  competed  for  the  first  time  during  PY  1994,  will 
also  be  continued  on  a  competitive  basis  with  national  organizations  that  have 
special  expertise  in  developing  and  administering  employment  and  training 
programs.   These  include  organizations  that  serve  special  populations,  such  as 
ethnic  minorities,  and  groups  involved  with  business  and  organized  labor. 
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Opportunity  Areas  for  Out-of -School  Youth 
1997  Budget  Renuesr 

Funds  in  the  amount  of  $250,000,000  are  requested  for  the  Opportunity 
Areas  for  Out-of-School  Youth  initiative  under  the  authority  of  Title  IV-D  of 
the  Job  Training  Partnership  Act. 

The  country's  problems  of  poverty,  unemployment,  crime,  and  welfare 
dependency  are  concentrated  geographically.   There  are  4.7  million  youth  ages 
16-24  living  in  inner-city  and  rural  areas  with  poverty  rates  of  30  percent  or 
higher,  and  these  youth  face  considerable  barriers  to  succeeding  in  life. 

The  employment  rate  for  out-of-school  youth  in  high-poverty  areas  is  only 
46  percent.   In  many  cities,  the  dropout  rate  for  some  youth  populations  is 
oyer  50  percent.   The  proportion  of  some  of  these  groups  who  are  unemployed 
nigh  school  dropouts  exceeds  70  percent. 

The  pervasive  joblessness  of  males  contributes  fundamentally  to  various 
problems  of  inner  cities  such  as  poverty,  crime,  welfare  dependency  hieh 
proportions  of  female-headed  families,  and  drug  abuse. 

With  a  combination  of  Federal  resources,  private  sector  efforts   State 
and  local  public  sector  funds,  public  school  resources,  and  school-to-work 
efforts,  the  Opportunity  Areas  for  Out-of-School  Youth  initiative  will  build 
upon  initiatives  such  as  the  Empowerment  Zone  initiative  and  grass  roots 
efforts  in  other  communities  to  develop  youth  opportunity  areas  in  high- 
poverty,  inner-city  and  rural  communities.   The  key  goal  of  these  opportunity 
areas  would  be  to  boost  the  employment  rate  of  out-of-school  youth  from 
current  levels  of  less  than  50  percent  to  80  percent,  and  thus  have  profound 
effects  on  all  aspects  of  life  in  these  target  areas. 

The  new  initiative  will  feature  the  following: 

A  strong  emphasis  on  mainstreaming  youth  into  the  private  sector   both 
in  terms  of  immediate  job  placement,  and  work-based  learning  opportunities  to 
increase  long-term  employment  prospects. 

-   Requiring  responsible  behavior  on  the  part  of  youth  as  a  condition  of 
continued  participation  and  employment  programs,  an  emphasis  on  personal 
accountability. 

Geographic  targeting  on  high-poverty  urban  and  rural  areas  using  a 
concentrated  approach  to  put  funds  exactly  where  the  problems  are  the 
greatest. 

Concentration  of  large  amounts  of  funding  in  relatively  small  geographic 
areas  to  expand  employment  opportunities,  thus  providing  a  reasonable  chance 
ol  producing  positive  peer  pressure  and  turning  around  the  areas 
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Strong  links  to  the  school  system,  Including  participation  and  voluntary 
resource  commitments  from  schools  to  stem  the  epidemic  rates  of  dropping  out 
of  school  in  high-poverty  areas,  and  to  encourage  the  use  of  State  and  local 
educational  funds  to  support  education  and  training  services  for  youth  who 
have  dropped  out  of  school.   DOL  will  require  a  minimum  match  of  1:1  from 
public  and  private  resources  in  the  first  year  of  the  grant,  and  this  match 
ratio  will  increase  each  year  as  funds  decrease. 

Funds  would  be  distributed  through  a  grant  competition  limited  to 
empowerment  zones/enterprise  communities  (EZ/ECs)  or  those  areas  that 
qualified,  but  were  not  awarded  an  EZ/EC  grant.   A  "leading  edge"  strategy 
will  be  used  in  distributing  grant  funds,  as  has  been  done  in  the  School-to- 
Work  and  One-Stop  initiatives,  to  ensure  that  we  learn  from  and  build  upon  the 
best  sites.   There  will  be  no  entitlement  to  any  local  area  for  these  grant 
funds.   Workforce  Development  Boards  (Private  Industry  Councils)  will  be  the 
local  governing  bodies . 

Allowable  youth  development  and  employment  activities  will  include  having 
large  numbers  of  job  placement  officers  working  to  link  youth  with  private 
sector  employers,  on-the-job  training,  vouchers  to  employers,  highly 
structured  training  in  high-wage  occupations,  YouthBuild  to  prepare  youth  for 
construction  careers,  WorkPlus  efforts  to  coordinate  with  employers  to 
structure  secondary  labor  market  jobs  into  career  ladders,  alternative 
schools,  conservation  corps  for  youth  who  need  to  gain  disciplined  work 
experience  before  being  ready  for  private  sector  placement,  and  adult  mentors 
working  with  youth  over  an  extended  period  of  time.   All  funds  will  be  going 
to,  highly  structured  services  that  have  been  shown  to  be  best-practice 
approaches . 

It  is  expected  that  an  average  opportunity  zone  will  have  a  population  of 
100,000,  and  in  such  an  area  there  would  be  about  14,000  16-24  year-olds. 
Roughly  7,000  of  these  youth  will  be  out  of  school,  and  as  few  as  40  percent 
of  these  out -of -school  youth  will  be  employed.   To  move  the  employment  rate  to 
80  percent  for  out-of -school  youth  in  the  target  area  would  require  finding 
jobs  for  roughly  2,800  additional  youth.   Grantees  would  have  flexibility  to 
design  innovative  approaches  to  providing  opportunities  to  the  out-of-school 
youth  in  the  target  areas.   However,  based  on  experience  with  current 
programs,  approximately  $14  million  per  site  could  serve  about  1,000  youth 
with  job  developers  and  follow-up  workers;  500  youth  in  CET  training;  700 
youth  in  OJT  slots;  200  youth  in  work  experience  positions;  200  youth  in  more 
expensive  YouthBuild  slots;  and  200  youth  in  alternative  schools.   Communities 
with  less  matching  funds  could  serve  the  same  number  of  youth,  but  with  a  less 
intensive  mix  of  services. 

Grants  will  be  for  a  five-year  period.   Federal  funds  for  each  target  site 
will  gradually  be  reduced  over  the  five-year  grant  period,  with  State  and 
local  matching  funds  increasing  over  time,  to  the  point  that  projects  will 
continue  after  the  fifth  year  with  State  and  local  funds  alone.   To  the  extent 
that  complementary  programs  in  the  target  area  are  successful  in  reducing  the 
school  dropout  rate,  there  will  be  less  of  a  need  in  the  area  over  time  for 
these  concentrated  employment  and  training  efforts. 
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Funding  of  $250,000,000  a  year  is  requested  to  provide  grants  of 
approximately  $14  million  a  year  each  to  15  to  20  high-poverty  urban  and  rural 
communities.   An  estimated  50,000  youth  a  year  would  be  served  at  this  level 
of  funding. 

Investments  by  public  and  private  sector  partners  would  enhance  efforts 
for  out-of-school  youth,  and  provide  complementary  programs  for  in-school 
youth,  to  make  target  communities  opportunity  areas  for  all  youth. 

It  should  be  stressed  that  much  of  what  is  proposed  in  this  initiative 
builds  upon  what  already  exists  in  various  places  across  the  country.      . 
Baltimore  has  a  College  Bound  program  and  a  Futures  dropout  prevention 
program.   Boston  has  job  developers  working  with  seniors  in  inner-city  public 
schools.   The  Mississippi  rural  Youth  Fair  Chance  pilot  site  has  set  up 
alternative  schools  and  a  comprehensive  sports  program.   Opportunity  areas 
would  provide  a  vehicle  for  bringing  the  best  of  what  is  available  to  out-of- 
school  youth  in  poor  communities. 


Jobs  for  Residents 


1997  Budget  Request 

Funds  in  the  amount  of  $50,000,000  are  requested  for  the  Jobs  for 
Residents  initiative  under  the  authority  of  Title  IV-D  of  the  Job  Training 
Partnership  Act. 

The  initiative  will  link  unemployed  adults  and  youth  in  Empowerment  Zones 
(EZs)  and  Enterprise  Communities  (ECs)  with  jobs  in  metropolitan  or  greater 
area  labor  markets. 

A  major  problem  for  residents  of  these  high  poverty  areas  is  the  lack  of 
access  to  networks  for  finding  jobs.   Studies  of  how  people  find  work 
consistently  conclude  that  the  most  common  method  for  finding  good  jobs  is  a 
referral  from  friends  or  relatives.   To  provide  such  referrals,  friends  and 
relatives  must  themselves  be  employed  and  be  a  credible  reference.   The 
concentration  of  unemployment  in  EZ/ECs  makes  it  difficult  for  residents  to 
make  use  of  this  highly  productive  method  of  job  search.   Instead,  they  must 
rely  on  formal  methods  of  job  search,  such  as  want  ads  and  State  employment 
service  offices.   The  overrepresentation  of  the  least  advantaged  among  the 
population  using  these  methods  may  drive  employers  offering  good  jobs  away 
from  these  methods,  thereby  intensifying  the  job  finding  problems  of  EZ/EC 
residents. 

The  Jobs  for  Residents  initiative  will  utilize  community  empowerment 
networks  to  help  unemployed  adults  and  youth  find  jobs  within  the  labor  market 
area.   The  community  empowerment  network  will  include  all  of  the  parties 
necessary  to  address  the  jobs  needs  of  the  residents  and  the  employers: 
representatives  of  business,  labor  organizations,  the  transportation  system, 
job  developers,  social  service  agencies,  the  criminal  justice  system,  job 
training  and  education  institutions,  and  others.   The  network  will  utilize  a 
variety  of  approaches  to  improve  access  to  job  networks  and  good  jobs.   One 
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approach  will  be  to  improve  access  to  informal  job  finding  networks.   For 
example,  intermediary  brokers  can  be  used,  who  develop  personal  relationships 
with  employers  and  provide  a  credible  recommendation  for  someone  who  might 
otherwise  not  be  hired.  Mentors  can  coach  job  applicants  on  interview 
techniques  and  accompany  applicants  to  interviews  with  employers.   Job 
developers  could  also  work  with  these  individuals  on  an  individualized  basis. 

Another  approach  will  be  to  improve  the  quality  of  formal  job  networks  for 
EZ/EC  residents.   This  can  be  accomplished  by  locating  a  One-Stop  Career 
Center  or  satellite  office  of  the  Employment  Service  in  the  EZ/EC,  or 
providing  electronic  access  to  job  vacancies  at  key  locations  (such  as 
community  centers,  high  schools  or  libraries)  in  the  EZ/EC. 

Yet  another  approach  to  link  residents  to  jobs  in  the  greater  labor  market 
is  to  provide  transportation  for  EZ/EC  residents  to  suburban  jobs.   A  final 
approach  is  to  obtain  hiring  commitments  for  residents  from  metropolitan  area 
private  sector  employers,  perhaps  utilizing  Chambers  of  Commerce  or  Boards  of 
Trade.   Similar  commitments  can  be  obtained  from  public  sector  employers. 

Funds  for  Jobs  for  Residents  will  be  awarded  competitively  to  a  limited 
number  of  eligible  EZ/ECs ,  based  on  the  quality  of  their  proposals  and  their 
ability  to  leverage  other  funds  (local,  State,  private  sector)  to  support  the 
initiative.   There  will  be  linkages  between  this  initiative  and  Opportunity 
Zones  for  Out-of -School  Youth,  which  also  serves  EZ/ECs.   The  request  includes 
funds  to  evaluate  the  initiative  to  determine  the  most  successful  approach  to 
improving  employment  opportunities  among  residents  of  high  poverty  areas. 

Incumbent  Worker  Demonstration 


1997  Budget  Request 

Funds  in  the  amount  of  $15,000,000  are  requested  for  the  Incumbent  Worker 
Demonstration  under  the  authority  of  Title  IV-D  of  the  Job  Training 
Partnership  Act. 

This  State -based,  employer -sponsored,  training  demonstration  will 
demonstrate  how  States  can  increase  employer  investments  in  training,  which 
research  has  shown  to  be  one  of  the  most  effective  methods  for  increasing 
worker  earning  potential  and  skills.   It  will  target  lower  skilled  workers 
because  employers  tend  to  underinvest  in  their  skills. 

The  demonstration  program  will  be  a  competition  among  States  to  test 
specific  aspects  of  a  State-based  program  of  guaranteed  loans  for  employer- 
sponsored  incumbent  worker  training.   State  workforce  development  strategies 
have  traditionally  included  grants  to  businesses  for  training;  only  recently 
have  States  begun  to  explore  the  loan  concept  for  working  capital,  including 
training. 

Following  a  competition,  5-8  States  would  be  awarded  grants  to  demonstrate 
the  optimum  criteria  and  conditions  of  a  training  loan  guarantee  program  for 
employers  within  the  State  (e.g.,  size  of  loan,  interest  rate,  percent  of  loan 
to  guarantee,  type  of  industry,  size  of  firm,  application  process  and  fees, 
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marketing,  etc.).   The  demonstration  States  would  also  explore  the  concept  of 
a  State  "endowment"  to  sustain  a  loan  guarantee  program  once  Federal  funds 
cease.   Through  simulations,  States  would  project  the  amount  of  earnings 
needed  to  maintain  a  loan  guarantee  program,  the  length  of  time  the  endowment 
should  operate,  how  funds  should  be  invested,  and  other  issues. 

A  separate,  rigorous  evaluation  by  an  independent  contractor  would  be 
included  to  test  the  difference  the  demonstration  programs  make  in  the  amount 
and. quality  of  employer- sponsored  training  of  incumbent  workers. 

Five  percent  of  total  funding  would  be  reserved  for  national  activities 
that  support  the  development  of  State  employer-sponsored  training  programs 
including  such  activities  as  information  sharing,  technical  assistance  and 
regional  and  multi-State  projects. 

National  Skill  Standards  Advisory  Board 

1997  Budget  Request 

The  1997  budget  request  for  the  National  Skill  Standards  Advisory  Board 
(NSSB)  is  $9,000,000,  $5,000,000  above  the  1996  level.   Administrative 
activities  will  use  20%  of  the  total  appropriation.   The  remaining  80%  of 
appropriated  funds  will  be  dedicated  to  program  activities.  In  1997  NSSB  will 
be  funding  voluntary  partnerships  as  the  critical  component  in  developing  the 
national  system  of  voluntary  skill  standards.  For  the  system  to  work  on  a 
voluntary  and  national  basis,  a  representative  number  of  key  U.S.  industries' 
participation  and,  acceptance  must  be  nurtured.  Those  partnerships  will  require 
an  average  investment  of  $300,000  each.   With  $9,000,000,  up  to  24 
partnerships  could  be  formed  and  skill  standards  developed  with  multiple 
partners  in  key  industries.   These  key  industries  will  be  identified  through 
research  and  outreach  activities  in  FY  1996. 

Additional  NSSB  functions  which  are  mandated  by  the  legislation  are  the 
research,  dissemination  and  coordination  activities  which  include  the 
development  of  a  common  nomenclature,  endorsement  of  skill  standards,  serving 
as  a  clearinghouse  among  representatives  of  occupations  and  industries   and 
encouraging  the  development  and  adoption  of  curricula  and  training  materials 
for  attaining  the  skill  standards.   NSSB  was  53  weeks  late  being  seated  and 
must  work  faster  to  develop  the  National  Skill  Standards  system  before  the 
authorization  runs  out  in  1999. 

Program  Year  1996 

In  FY  1996  the  National  Skill  Standards  Board  (NSSB)  funding  level  is 
$4,000,000  a  reduction  of  $500,000  below  the  1995  level.   $800,000  has  been 
identified  as  administration,  and  the  balance  of  $3,200,000  will  be  available 
for  program  activities.   Research  and  outreach  activities  will  be  carried  out 
in  1996  to  support  the  design  and  pilot  testing  of  initial  occupational 
clusters  and  voluntary  partnerships.   Upon  fhe  identification  of  initial 
Occupational  Clusters,  and  the  definition  of  voluntary  partnerships,  it  will 
be  necessary  to  solicit  responses  from  key  stakeholders  in  the  piloting  of 
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these  areas.   Additional  Outreach  activities  will  be  required  to  ensure  that 
the  public  has  adequate  opportunity  to  comment.   Technical  assistance  and 
evaluation  of  these  efforts  will  also  be  required  to  provide  the  Board  with 
ongoing  information  to  facilitate  their  discussion  and  setting  of  policy.   The 
continuing  research,  outreach  activities,  and  piloting  will  provide  a  basis 
for  discussion  and  the  setting  of  policy  that  reflects  the  concerns  and  needs 
of  the  various  stakeholders. 


Program  Year  1995 

The  FY  1995  funding  level  for  the  NSSB  is  $4,500,000.   Twenty-percent  of 
the  funds  or  $900,000  funds  is  devoted  to  administrative  costs,  and  the 
remaining  $3,600,000  are  dedicated  program  funds.   Within  the  appropriated 
program  funds,  a  number  of  workload/performance  measures  have  been  identified 
to  frame  the  scope  and  sequence  of  the  Board's  work.  The  following  key 
activities  have  been  identified  to  meet  those  specified  measures: 

The  development  of  a  strategy  to  solicit  extensive  public  comment  on  all 
aspects  of  the  design  of  a  national  voluntary  skill  standards  system  is 
necessary  to  ensure  that  key  stakeholder  concerns  are  addressed.   The  outreach 
strategy  identified  by  the  Board  includes  a  series  of  roundtable  discussions 
with  representatives  from  various  stakeholders,  including  education,  labor, 
large  business,  small  business,  CBO's,  and  government.   Additionally,  the 
Board  organized  three  rounds  of  public  hearings  to  solicit  public  comment,  a 
series  of  skill  standards  summits,  a  CEO  series  of  informational  meetings,  and 
a  marketing  plan  to  provide  ongoing  education  and  opportunities  for  dialogue 
between  the  Board  members  and  their  constituencies. 

To  provide  information  to  assist  the  Board  in  the  design  of  the  skill 
standards  system  and  research  the  potential  options  for  design  of  occupational 
clusters,  $1,500,000  will  be  released  in  a  limited  competition  for  5  to  15 
awards  to  support  and  expand  the  efforts  initiated  by  the  original  National 
Skill  Standards  projects.   The  projects  are  being  asked  to  build  buy-in  of  key 
stakeholders  and  provide  deliverables  which  demonstrate  applications  for  the 
pilot  skill  standards  efforts.   Additional  efforts  necessary  to  assist  in  the 
design  of  the  skill  system  include,  but  are  not  limited  to,  research  efforts 
and  analysis  of  both  national  and  international  systems  of  standards.  One 
element  of  the  authorizing  legislation  requires  the  design  and  implementation 
of  a  clearinghouse.   Initial  research  indicates  the  need  for  an  information 
system  that  is  capable  of  responding  to  both  internal  and  external  users,  and 
will  be  integral  to  the  communication  and  dissemination  efforts  of  the  Board. 
Additionally,  the  system  provides  the  foundation  for  a  comprehensive 
clearinghouse  which  will  include  research  efforts  commissioned  by  the  Board, 
best  practices  and  products  that  the  Board  and  its  future  grantees  develop. 
Approximately  20%  of  the  appropriated  funds  are  needed  to  begin  the 
development  of  the  Board's  information  system  and  the  database  and  to  carry  on 
the  design  and  implementation  through  FY  1996.   The  clearinghouse  will  be 
fully  operational  as  a  research  library  in  FY  1997. 
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Glass  Ceiling  Commission 

1997  Budget  Request 

Funds  are  not  being  requested  for  the  Commission.   The  Commission's  final 
report  will  be  issued  in  FY  1996. 


Fiscal  Year  1996 

The  funding  level  for  the  Glass  Ceiling  Commission  for  1996  is  $142,000. 
The  Commission  successfully  fulfilled  its  legislative  mandate  by  issuing 
recommendations  based  on  the  findings  and  conclusions  from  the  advancement 
study  and  public  hearings.  The  report,  A  Solid  Investment:    Making  Full   Use  of 
the  Nation's  Human  Capital,    received  unanimous  support  from  the  bipartisan 
body.   7500  copies  of  the  report  will  be  distributed  during  FY  1996.   Due  to 
the  statutory  termination  of  the  Commission  on  November  21,  1995,  the  office 
was  closed,  documents  and  files  placed  with  the  National  Archives,  and  the 
research  and  fact-finding  and  recommendations  reports  are  available  on 
Internet.   In  addition  the  reports  can  be  obtained  through  the  Government 
Printing  Office  and  the  research  monographs  are  available  from  DOL  through 
FOIA. 


Fiscal  Year  1995 

Funding  for  the  Glass  Ceiling  Commission  in  FY  1995  is  $738,000.  In  1995, 
the  Glass  Ceiling  Commission  produced,  broadly  disseminated,  and  received  much 
positive  media  coverage  on  the  fact-finding  report  entitled  Good  For  Business: 
Making  Full  Use  of  the  Nation's  Human  Capital.  This  was  done  after  completing 
quantitative  and  qualitative  research  including  extensive  data  analysis,  focus 
groups  and  a  CEO  study.  The  Frances  Perkins -Elizabeth  Hanford  Dole  Award  for 
Diversity  and  Excellence  in  American  Executive  Management  for  calendar  year 
1994  was  presented  to  Xerox  Corporation.  The  application  and  selection  process 
for  the  calendar  year  1995  awardee  began  and  was  later  completed  in  October  of 
1995.   Three  open  meetings  were  announced  and  conducted. 


Women  in  Apprenticeship 

1997  Budget  Request 

The  1997  budget  request  for  Women  in  Apprenticeship  and  Non-Traditional 
Occupations  (WANTO)  is  $647,000,  $37,000  above  the  1996  level. 

As  we  continue  to  review  past  WANTO  and  Diversity  in  Apprenticeship 
outcomes,  the  Bureau  of  Apprenticeship  and  Training  (BAT)  and  the  Women's 
Bureau  (WB)  will  continue  to  work  to  promote  the  increase  of  women  and 
minorities  in  apprenticeship  and  Non-Traditional  Occupations.   We  will 
continue  to  build  a  national  network  for  Technical  Assistance  and  applicant 
referral,  while  we  explore  innovative  ways  to  provide  employers  and  unions 
with  the  tools  they  need  to  have  a  stable  and  skilled  workforce  and  increase 
employment  levels,  the  objectives  of  the  WANTO  legislation. 


25-051  96-20 
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Fiscal  Year  1996 

The  funding  level  for  1996  for  WANTO  is  $610,000,  $134,000  below  the  1995 
level . 

The  Women's  Bureau  expects  to  publish  the  Solicitation  for  Grant 
Applicants  for  the  third  year  of  WANTO  in  April,  1996  with  awards  no  later 
than  June  1996  based  on  the  funds  available.   Building  on  the  outcomes  of 
earlier  WANTO  activities,  BAT  and  WB  are  developing  the  solution  to  focus  on 
Community  Based  Organizations  developing  working  relationships  with  mega 
projects  in  the  provision  of  technical  assistance  to  employers  and  unions.   By 
focusing  on  technical  assistance  mega  projects,  BAT/WB  will  also  promote  an 
increase  in  the  number  of  women  and  minorities  in  apprenticeship  and  non- 
traditional  occupations,  a  goal  of  both  BAT  and  WB .   Moreover,  mega  projects 
will  be  focused  in  the  south  and  southwest  where  apprenticeship  and  non- 
traditional  occupations  for  women  and  the  community-based  organizations 
promoting  such  employment  are  in  their  developmental  stage.   Finally,  WB  will 
continue  to  update  and  expand  its  directory  of  non- traditional  occupations 
programs  for  women  as  a  WANTO  referral  network. 

Fiscal  Year  1995 

The  1995  funding  level  of  WANTO  is  $744,000.   As  a  result  of  first  year 
WANTO  results  and  findings,  the  Women's  Bureau  instituted  a  National  WANTO 
Network  to  provide  continuing  updating  of  the  WB's  Directory  of  Nontraditional 
Training  and  Employment  Programs  ServinR  Women  to  ease  the  applicant  referral 
demand.   The  three  successful  BAT/WB  WANTO  grantees  in  FY  1995  are  national 
community-based  organizations  who  are  more  cost  efficiently  able  to  expand  the 
geographic  scope  of  WANTO  because  of  their  national  focus  and  affiliates. 
They  are  also  targeted  to  employers  or  union  locals  in  specific  trades:   (1) 
masonry,  (2)  residential  and  light  commercial  building,  and  (3)  a  model 
demonstration  with  15  employers/unions  on  how  to  successfully  integrate  women 
into  male -dominated  occupations  in  their  workplaces,  with  particular  emphasis 
on  Hispanics.   (As  a  group,  Hispanic  women  earn  the  lowest  wages.)   These 
WANTO  projects  are  scheduled  to  conclude  in  February  1997.   The  grants  are 
complementary  to  three  successful  grantees  under  the  Diversity  in 
Apprenticeship  solicitation,  sponsored  by  BAT. 

WANTO  grantee  technical  assistance  to  contractors  on  Federally- funded  or 
assisted  mega  projects  resulted  in  the  placement  of  120  women  on  the  Chicago 
Office  Building  project  and  220  women  on  the  Chicago  Post  Office  Project. 

Paralvmpic  Games 
Fiscal  Year  1996 

For  fiscal  year  1996,  $2,500,000  is  being  transferred  for  use  at  the 
Paralympic  Games.   The  funds  will  be  used  by  the  Game's  organizer  for  the 
following  activities  prior  to,  during,  and  following  the  Games:  (1)  training 
and  employment  costs  of  volunteers  working  in  the  Games;  (2)  training  and 
staff  costs  for  the  days  of  the  Games;  and,  (3)  training  and  travel  for 
officials  of  the  Games. 
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Homeless  Veterans  Reintegration  Project 

Fiscal  Year  1995 

The  1995  funding  level  for  the  homeless  assistance  program  for  veterans  is 
$107,000.   These  funds  are  provided  for  the  Homeless  Veterans  Reintegration 
Project  administered  by  the  Veterans'  Employment  and  Training  Service.   This 
amount  was  used  to  close-out  this  activity,  which  was  terminated  in  1995. 

Changes  for  1997 
Ac  t  ivi  tv  Change  s : 
Net  program +$315,502,000 

Pilots  and  Demonstrations 

Proposal:   To  decrease  funding  for  Pilots  and  Demonstrations 

Rationale :   The  reduction  is  due  to  budget  constraints 

Program  Effect:   The  1997  activities  of  this  account  will  continue,  at  a 
decelerated  pace,  the  workforce  development  initiatives  begun  in  previous 
years . 

Mse:  Estimate:   $27.140.000 

Program  Decrease:  Estimate:   $-3.423.000 

Research  and  Evaluations 

Proposal :   To  increase  funding  for  Research  and  Evaluations 

Rationale:   Additional  funds  will,  in  part,  be  used  to  evaluate  the  first  year 
of  the  three   new  initiatives:  Opportunity  Areas  for  Out-of -School  Youth,  Jobs 
for  Residents,  and  the  Incumbent  Worker  Initiative.   Also,  the  major  impact 
evaluation  of  the  Job  Corps  will  continue. 

Program  Effect:   Quantifiable  improvements  in  ETA  pilots,  demonstrations,  and 
mainline  programs  enable  serving  larger  populations  of  eligible  participants 
by  utilizing  savings  realized  through:   1)  more  effective  program  operation  by 
the  delivery  of  services  through  one-stop  systems,  and  2)  the  economies  and 
efficiencies  gained  through  the  streamling  efforts  of  program  consolidation. 

Base:  •        Estimate:    $6.196.000 

Program  Increase:  Estimate:   +$4.000.000 
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Opportunity  Areas  for  Out-of -School  Youth 

Proposal:   To  provide  initial  funding  for  the  Opportunity  Areas  for  Out-of 
School  Youth  Initiative. 

Rationale:   Federal  resources  would  be  combined  with  private  sector  efforts. 
State  and  local  public  sector  resources,  public  school  resources,  and  school - 
to-work  efforts  to  build  upon  the  Empowerment  Zone  initiative  and  establish 
youth  opportunity  areas  in  high-poverty,  inner-city  and  rural  communities. 

Program  Effect:   Approximately  50,000  youth  per  year  would  be  served  in  some 
15-20  of  these  areas  of  high  poverty.   In  each  area,  a  concentrated  array  of 
intensive  services  would  be  delivered  to  significantly  boost  the  employment 
rate  of  these  out-of-school  youth  thereby  having  a  profound  effect  on  their 
lives . 

Base :  Estimate:  S-0- 

Program  Increase:  Estimate:  +$250.000.000 

Jobs  for  Residents 

Proposal:   To  provide  initial  funding  for  the  Jobs  for  Residents  initiative. 

Rationale:   A  major  problem  for  residents  of  high  poverty  areas  is  the  lack  of 
access  to  networks  for  finding  jobs.   This  initiative  will  create  community 
empowerment  networks,  which  will  include  business,  labor,  and  transportation 
representatives  as  well  as  job  developers,  social  serve  agencies,  the  criminal 
justice  system,  and  job  training  and  education  institutions  among  others. 

Program  Effect:   This  initiative  will  utilize  these  community  empowerment 
networks  and  a  variety  of  approaches  to  improve  access  to  job  networks  to  help 
unemployed  adults  and  youth  find  jobs  within  the  labor  market  area. 

Base:  Estimate:         S-0- 

Program  Increase:  Estimate:  +$50.000.000 

Incumbent  Worker  Demonstration 

Proposal:   To  provide  initial  funding  for  the  Incumbent  Worker  Demonstration. 

Rationale:   State-based,  employer-sponsored  training  has  been  shown  to  be  one 
of  the  most  effective  methods  for  increasing  worker  earning  potential  and 
skills.   Employers  need  to  increase  their  investments  in  training,  especially 
in  targeting  lower- skilled  workers  because  this  group  tends  to  get  neglected 
most  when  worker  training  is  underinvested. 
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Program  Effect:   The  demonstration  will  display  how  States  can  increase 
employer  investments  in  training,  will  include  an  independent  evaluation  to 
test  whether  state -based  loan  guarantee  programs  increase  the  amount  and 
quality  of  training  for  incumbent  workers,  and  will  also  explore  the  concept 
of  a  State  endowment  to  sustain  a  loan  guarantee  program  once  Federal  funds 
cease . 

Base:  Estimate:  S-0- 

Program  Increase:  Estimate:  +515 .000 .000 

National  Occupational  Information  Coordinating  Committee 

Proposal :   To  decrease  funding  for  the  National  Occupational  Coordinating 
Committee. 

Rationale :   A  portion  of  the  proposed  One -Stop  Career  Center  increase  will 
permit  the  assumption  of  many  of  the  labor  market  information  functions 
previously  carried  out  by  NOICC. 

Program  Effect:   1996  activities  of  the  Commission  will  be  decreased  on  a 
proportionate  basis. 

Base:  Estimate:    $8.000.000 

Program  Decrease:  Estimate:   -$5.470.000 

National  Skill  Standards  Board 

Proposal :   To  increase  funding  for  the  National  Skill  Standards  Board. 

Rationale:   In  1997,  the  Board  will  be  funding  voluntary  partnerships  as  the 
critical  component  in  developing  the  national  system  of  voluntary  skill 
standards . 

Program  Effect:   The  funding  requested  will  nurture  the  participation  and 
acceptance  of  up  to  24  key  U.S.  industries  in  developing  the  nationwide, 
voluntary  establishment  of  these  standards. 

Base:  Estimate:   $4.000.000 

Program  Increase:  Estimate:  +$5.000.000 

Glass  Ceiling  Commission 

Proposal :   To  eliminate  funding  for  the  Glass  Ceiling  Commission. 
Rationale:   The  Commission  was  statutorily  terminated  on  November  21,  1995. 
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Program  Effect:   The  Commission  successfully  fulfilled  Its  legislative  mandate 
by  issuing  recommendations  based  on  the  findings  and  conclusions  from  the 
advancement  study  and  public  hearings.  The  final  report  on  the  Commissions 
work,  "A  Solid  Investment:  Making  Full  Use  of  the  Nation's  Human  Capital*,  was 
Issued. 

Base:  Estimate:   S 142 .000 

Program  Decrease:  Estimate:  -S142.000 

Women  in  Apprenticeship 

Proposal:   To  Increase  funding  for  the  Women  in  Apprenticeship  and  Non- 
Traditional  Occupations  program. 

Rationale :   The  increase  will  provide  opportunities  for  more  women  to 
participate  in  apprenticeship  and  non- traditional  occupations. 

Program  Effect:   The  third  year  of  grant  awards  will  be  competed  based  on  the 
increased  dollar  level. 

Base:  Estimate:   $610.000 

Program  Increase:  Estimate:  +S37.000 

Paralympic  Games  . 

Proposal:   To  discontinue  funding  for  the  Paralympic  Games. 

Rationale:   The  Games  will  be  held  and  completed  in  1996. 

Program  Effect:   The  Paralympic  Games  is  an  event  requiring  one-time  funding 
only. 

Base:  Estimate:   S2. 500 .000 

Program  Decrease:  Estimate:  -S2.500.000 
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STATE  TABLES 


State 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

I  owa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Puerto  Rico 


$  IN  THOUSANDS 

PY 

1996  Conference 

PY  199  5  Actual 

Action 

PY  1997    1/ 

17,410 

13,666 

15,225 

2,682 

2,568 

2,861 

13,169 

13,774 

15,346 

9,133 

7,009 

7,809 

166,486 

149,756 

166,843 

9,385 

7,202 

8,024 

9,598 

7,366 

8,207 

2,485 

2,119 

2,361 

3,454 

3,413 

3,803 

50,268 

40,661 

45,301 

20,925 

16,058 

17,691 

2,814 

3,673 

4,092 

3,019 

2,997 

3,339 

40,543 

32,647 

36,372 

14,553 

13,247 

14,758 

5,100 

3,914 

4,360 

5,996 

4,602 

5,127 

13,935 

12,313 

13,718 

23,038 

21,144 

23,557 

5,052 

4,164 

4,639 

14,452 

11,091 

12,357 

22,179 

17,021 

18,964 

36,922 

28,496 

31,748 

10,449 

8,019 

8,934 

12,249 

10,123 

11,278 

16,455 

12,629 

14,070 

2,985 

2,601 

2,898 

2,485 

2,119 

2,361 

4,737 

4,588 

5,112 

3,639 

2,793 

3,112 

28,289 

25,919 

28,876 

6,638 

5,818 

6,481 

77,366 

63,670 

70,936 

16,145 

13,822 

15,400 

2,485 

2,119 

2,361 

36,598 

29,517 

32,886 

11,407 

8,754 

9,753 

11,499 

8,825 

9,832 

41,130 

38,462 

42,851 

41,143 

37,268 

41,521 
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STATE  TABLES 
$  IN  THOUSANDS 


PY  1996  Conference 


State              PY  1995  Actual 

Rhode  Island 3,948 

South  Carolina 14,750 

South  Dakota 2,485 

Tennessee 15,442 

Texas 7<'«50 

Utah 2'839 

Vermont 2,485 

Virginia 15,365 

Washington 19,062 

West  Virginia 11,040 

Wisconsin 11,521 

Wyoming 2,485 

American  Samoa 192 

Guam 488 

Northern  Marianas 163 

Freely  Associated  States 1,140 

Virgin  Islands *61 

Total 996,813 


Action 

PY  1997    1/ 

3,380 

3,766 

11,319 

12,611 

2,119 

2,361 

12,680 

14,127 

66,454 

74,037 

2,298 

2,560 

2,119 

2,361 

14,075 

15,681 

16,896 

18,824 

8,813 

9,819 

9,529 

10,617 

2,119 

2,361 

160 

179 

451 

503 

136 

1S2 

953 

1,062 

552 

615 

850,000 


947,000 


1/  These  preliminary  amounts  are  based  on  current  labor  market  information. 
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TES-87 
JTPA  TITLE  II-B  -  SUMMER  YOUTH  EMPLOYMENT  AND  TRAINING  PROGRAM 


State 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas , 

Kentucky , 

Louisiana , 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Puerto  Rico 


STATE  TABLES 

$  IN  THOUSANDS 

CY 

1996  Conference 

CY  1995  Actual 

Action 

CY  1997    1/ 

14,915 

9,858 

13,738 

2,306 

1,862 

2,595 

11,614 

10,172 

14,176 

7,667 

4,974 

6,931 

146,654 

111,145 

154,888 

7,980 

5,177 

7,214 

8,108 

5,260 

7,331 

2,125 

1,531 

2,134 

3,180 

2,437 

3,396 

41,697 

28,384 

39,556 

18,193 

11,803 

16,448 

2,216 

2,512 

3,500 

2,648 

2,214 

3,086 

34,955 

23,725 

33,063 

12,533 

9,627 

13,416 

4,176 

2,709 

3,776 

5,039 

3,269 

4,555 

11,567 

8,545 

11,908 

19,265 

15,393 

21,451 

4,244 

2,950 

4,112 

12,116 

7,860 

10,954 

18,977 

12,311 

17,157 

31,599 

21,023 

29,298 

8,964 

5,815 

8,104 

10,279 

7,814 

10,889 

13,893 

9,013 

12,560 

2,431 

1,757 

2,449 

2,125 

1,531 

2,134 

4,039 

3,300 

4,599 

3,053 

1,980 

2,760 

23,748 

18,393 

25,632 

5,782 

4,260 

5,936 

63,255 

43,821 

61,069 

13,618 

9,790 

13,644 

2,125 

1,531 

2,134 

31,211 

21,198 

29,541 

9,587 

6,220 

8,668 

9,722 

6,307 

8,790 

34,075 

26,945 

37,551 

34,957 

26,662 

37,157 
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JTPA  TITLE  II-B  -  SUMMER  YOUTH  EMPLOYMENT  AMD  TRAINING  PROGRAM 


STATE  TABLES 


State 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

American  Samoa 

Guam 

Northern  Marianas 

Freely  Associated  States 

Virgin  Islands 

Native  Americans 

Total 


$  IN  THOUSANDS 

CY 

1996  Conference 

CY  1995  Actual 

Action 

CY  1997    1/ 

3,272 

2,366 

3,298 

12,643 

8,202 

11,430 

2,125 

1,531 

2,134 

12,938 

8,929 

12,443 

66,587 

49,951 

69,612 

2,572 

1,937 

2,700 

2,125 

1,531 

2,134 

13,187 

10,106 

14,084 

16,472 

12,307 

17,151 

9,342 

6,283 

8,757 

9,832 

6,842 

9,534 

2,125 

1,531 

2,134 

66 

47 

66 

803 

579 

806 

31 

22 

31 

89 

64 

89 

455 

328 

457 

15,768 

11,366 

15,840 

867,070 

625,000 

871,000 

1/  These  preliminary  amounts  are  for  the  summer  of  1997  and  are  based 
on  current  labor  market  information. 
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TES-89 


JTPA  TITLE  II-C  -  YOUTH  TRAINING  GRANTS  PROGRAM 


State 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

I  owa 

Kansas 

Kentucky 

Louisiana 

Haine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana , 

Nebraska 

Nevada 

New  Hampshire , 

New  Jersey , 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Puerto  Rico 


STATE  TABLES 

$  IN  THOUSANDS 

PY 

1996  Conference 

PY  1995  Actual 

Action 

PY  1997    1/ 

2,215 

2,032 

2,032 

343 

384 

384 

1,724 

2,097 

2,097 

1,161 

1,045 

1,045 

21,797 

22,914 

22,914 

1,185 

1,066 

1,066 

1,212 

1,091 

1,091 

316 

316 

316 

434 

502 

502 

6,195 

5,852 

5,852 

2,701 

2,431 

2,431 

329 

518 

518 

393 

457 

457 

5,192 

4,891 

4,891 

1,863 

1,985 

1,985 

648 

583 

583 

748 

673 

673 

1,713 

1,762 

1,762 

2,928 

3,173 

3,173 

631 

608 

608 

1,800 

1,620 

1,620 

2,818 

2,537 

2,537 

4,692 

4,334 

4,334 

1,330 

1,197 

1,197 

1,557 

1,611 

1,611 

2,063 

1,857 

1,857 

358 

362 

362 

316 

316 

316 

600 

680 

680 

457 

411 

411 

3,530 

3,792 

3,792 

858 

878 

878 

9,399 

9,034 

9,034 

2,022 

2,018 

2,018 

316 

316 

316 

4,635 

4,370 

4,370 

1,423 

1,281 

1,281 

1,444 

1,300 

1,300 

5,062 

5,555 

5,555 

5,190 

5,497 

5,497 

TES-90 
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JTPA  TITLB  II-C  -  YOUTH  TRAINING  GRANTS  PROGRAM 


STATE  TABLES 
S  IN  THOUSANDS 

PY  1996  Conference 

State             PY  1995  Actual  Action         PY  1997 U. 

Rhode  I.land 486  488  488 

South  Carolina 1.878  1,690  1,690 

South  Dakota 316  316  316 

Tenne.... 1.92°  i'841  1'841 

Texas 9,981  10,298  10,298 

Utah 380  399  399 

Vermont 316  316  316 

Virginia 1.9"  2,084  2'084 

Washington 2.447  2,537  2,537 

West  Virginia 1-388  1.29S  1,295 

Wisconsin 1.4«0  1,411  1.411 

Wyoming 316  316  316 

American  Samoa 24  24 

Guam «  «7  " 

Northern  Marianas 21  20  20 

Freely  Associated  States 145  142  142 

Virgin  Islands 84  82  82 

Total 126,672  126,672  126,672 

!_/  These  preliminary  amounts  are  based  on  current  labor  market  information. 
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JTPA  TITLE  III  -  DISLOCATED  WORKER  ASSISTANCE 
(FORMULA  AND  NATIONAL  RESERVE  FUNDS) 


State 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Puerto  Rico 


STATE  TABLES 
$  IN  THOUSANDS 

PY  1995  Actual 

14,952 

3,130 
11,152 

6,119 
198,156 

8,148 
11,437 

1,815 

3,786 
52,294 

21,413 

2,269 

2,600 
42,526 

12,426 

3,899 
6,224 
8,970 
18,514 
6,187 

16,884 
24,397 
34,127 

8,274 

8,794 

13,891 
1,983 
1,344 
5,101 
3,489 

37,326 

4,930 

86,096 

10,424 

838 

37,336 
10,266 
10,707 
44,968 
27,155 


PY  1996  Conference 


Action 

PY  1997    1/ 

12,841 

15,128 

3,046 

3,588 

11,841 

13,950 

5,120 

6,032 

193,566 

228,047 

4,913 

5,788 

10,522 

12,396 

1,229 

1,447 

4,538 

5,347 

42,976 

50,631 

15,518 

18,282 

3,385 

3,988 

2,929 

3,451 

33,329 

39,266 

10,479 

12,345 

3,375 

3,976 

5,311 

6,257 

8,620 

10,156 

21,126 

24,889 

5,217 

6,147 

12,468 

14,689 

20,709 

24,398 

26,936 

31,734 

6,170 

7,269 

9,481 

11,170 

10,681 

12,583 

2,063 

2,430 

1,371 

1,616 

5,123 

6,036 

2,030 

2,392 

36,503 

43,006 

5,503 

6,483 

76,996 

90,711 

10,166 

11,977 

735 

866 

22,601 

26,627 

7,637 

8,997 

7,081 

8,342 

42,953 

50,604 

27,411 

32,294 

TES-92 


JTPA  TITLE  III  -  DISLOCATED  WORKER  ASSISTANCE 
(FORMULA  AND  NATIONAL  RESERVE  FUNDS) 


STATE  TABLES 
S  IN  THOUSANDS 


State 


PY  1996  Conference 


PY  1995  Actual 


Rhode  Island 5,314 

South  Carolina 14,858 

South  Dakota 635 

Tennessee 10,128 

Texas 69,641 

Utah 2,049 

Vermont 1,366 

Virginia 12,700 

Washington 20,532 

West  Virginia 11,831 

Wisconsin 8,090 

Wyoming 1 ,  348 

American  Samoa 190 

Guam 482 

Northern  Marianas 161 

Freely  Associated  States 1,127 

Virgin  Islands 653 

Undistributed 243,098 

Total 1,228,550 


Action 

PY  1997    1/ 

4,744 

5,589 

10,567 

12,450 

630 

742 

7,959 

9,377 

65,046 

76,633 

1,980 

2,332 

940 

1,108 

12,037 

14,182 

20,211 

23,811 

10,726 

12,636 

7,856 

9,255 

806 

949 

166 

196 

467 

551 

141 

166 

987 

1,163 

572 

674 

217,166 

255,851 

1,097,500 

1,293,000 

1_/  These  preliminary  amounts  are  based  on  current  labor  market  information. 
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JTPA  TITLE  IV-A  -  MIGRANT  AND  SEASONAL  FARMWORKERS 


STATE  TABLES 
$  IN  THOUSANDS 

State              PY  1995  Actual 

Alabama 901 

Alaska 0 

Arizona 1,729 

Arkansas 1,328 

California 16,  597 

Colorado 916 

Connecticut 234 

Delaware 135 

District  of  Columbia 0 

Florida 5,268 

Georgia 1,947 

Hawaii 286 

Idaho 998 

Illinois 1,622 

Indiana 889 

Iowa 1,495 

Kansas 794 

Kentucky 1 ,  539 

Louisiana 906 

Maine 372 

Maryland 348 

Massachusetts 399 

Michigan 999 

Minnesota 1,450 

Mississippi 1,648 

Missouri 1,245 

Montana 759 

Nebraska 881 

Nevada 228 

New  Hampshire 128 

New  Jersey 455 

New  Mexico 681 

New  York 2,105 

North  Carolina 3,419 

North  Dakota 533 

Ohio 1,029 

Oklahoma 692 

Oregon 1,237 

Pennsylvania 1 ,  389 

Puerto  Rico 3,343 


PY  1996  Conference 

Action 

PY 

1997    1/ 

775 

724 

0 

0 

1,487 

1,390 

1,142 

1,067 

14,270 

13,342 

788 

737 

202 

188 

116 

108 

4,531 

1,674 
246 
858 

1,395 
765 

1,286 
683 

1,323 
779 
320 

300 

343 

860 

1,247 

1,418 

0 

1,071 

653 

758 

196 

110 

391 

586 

1,810 

2,941 

458 

0 

885 

595 

1,064 

1,195 

2,875 

0 


4,234 

1,565 
230 
802 

1,304 
715 

1,202 
638 

1,237 
728 
299 

280 

321 

803 

1,166 

1,325 

1,001 
610 
709 
184 
103 

366 

547 

1,692 

2,749 

428 

827 
556 
995 

1,117 
2,687 


TES-94 
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JTPA  TITLE  IV-A  -  MIGRANT  AND  SEASONAL  FARMWORKERS 


STATE  TABLES 
$  IN  THOUSANDS 

State             PY  1995  Actual 

Rhode  Island 0 

South  Carolina 1,229 

South  Dakota 788 

Tennessee 1,089 

Texas 6,802 

Utah 2  79 

Vermont 242 

Virginia 1,179 

Washington 1,940 

West  Virginia 249 

Wisconsin 1,398 

Wyoming 230 

Undistributed 3,618 

Total 79,967 


PY  1996  Conference 

Action 

PY  1997    1/ 

0 

0 

1,057 

988 

678 

634 

937 

876 

5,850 

5,467 

0 

240 

224 

208 

195 

1,014 

948 

1,668 

1,560 

215 

201 

0 

1,202 

1,124 

198 

185 

3,622 

3,622 

69,285 


65,000 


!_/  These  preliminary  amounts  are  based  on  current  labor  market  information. 
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COMMUNITY  SERVICE  EMPLOYMENT  FOR  OLDER  AMERICANS 


For  national  grants  or  contracts  with  public  agencies  and  public  or  private 
nonprofit  organizations  under  paragraph    (1)(A)   of  section  506(a)   of   title  V  of 
the  Older  Americans  Act  of  1965,    as  amended,    $273 ,000 ,000 ;    and  in  addition, 
$77 ,000 ,000  for  grants    to  States  under  paragraph    (3)   of  such  section: 
Provided ,    That   these  amounts  shall   be   transferred   to  and  merged  with   the 
Department  of  Health  and  Human  Services,    "Aging  Services  Programs ." 
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CSEOA-2 


ANALYSIS  OF  APPROPRIATION  LANGUAGE 


Language  Provision 


Explanation 


"...To  carry  out   the  activities  for 
national  grants  or  contracts . . . 
$273,000,000...      and  in  addition, 
$77 ,000,000  for  grants   to  States..." 


Specifying  the  amount  In  the  language 
requires  CSEOA  to  distribute  78%  of 
the  funds  to  national  sponsors  and  22% 
to  State  sponsors,  notwithstanding 
section  506(a)(2)  of  the  Older 
Americans  Ace,  as  amended.   If  the 
distribution  between  national  and 
State  sponsors  is  based  on  section 
506(a)(2),  there  may  be  a  difference 
in  the  percentage  distribution  between 
national  and  State  sponsors.   This 
specification  of  funds  maintains  the 
same  distribution  between  national  and 
State  sponsors  as  in  past  years. 


CSEOA-3 


Appropriation. 


AMOUNTS  AVAILABLE  FOR  OBLIGATION 
(Dollars  in  Thousands) 


1995 
Comparable 

S396.060 


1996 


S373.000 


S350.000 


Real  transfer  to: 

The  Department  of  Health  and 
Hunan  Services  for  use  in  the 
account  titled  "Aging  Services 
Programs"  for  the  administration 
of:  Community  Service  Employment 
for  Older  Americans 


Total  Appropriation $396,060 


$373,000 


-$350,000 
-SO- 


SUMMARY  OF  CHANGES 
(Dollars  in  Thousands) 

1996 


Net  Change 


Budget  Authority: 
General  Funds 


Explanation  of  Changes: 


pecrease 


$373,000 


-$373,000 


General  Funds 


Financing:  Transfer  of  program  to  the  Administration  on  Aging, 

Department  of  Health  and  Human  Services -§J/J.UUU 
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BUDGET  AUTHORITY  BY  ACTIVITY 
(Dollars  in  Thousands) 

1995         1996        1997 
Comparable   Conference   Estimate     Change 

Budget  Authority 
applied  to 
General  Funds : 

1.  National 

programs...  $308,927     $290,940       -0-     -$290,940 

2.  State 

programs . . .   87.133       82.060       -0-       -82.060 

Total  Budget 

Authority 396,060      373,000       -0-      -373,000 


BUDGET  AUTHORITY  BY  OBJECT  CLASS 
(Dollars  in  Thousands) 


1995  1996       1997 

Comparable     Conference   Estimate    Change 

Grants , 

subsidies,  and 

contributions.  $396.060       $373.000      -Q-     -$373.000 

Total,  budget 

authority  by 

object  class.  .  .  396,060        373,000      -0-      -373,000 
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SIGNIFICANT  ITEMS  IN  THE  1996 
HOUSE.  SENATE.  AND  CONFERENCE  REPORTS 


1996  Senate  Report  (No.  104-145) 


New  Account  for  State  CSEOA  Funding 


Action  to  be  Taken 


"The  Committee  recommends 
$273,000,000  for  the  national 
programs  portion  of  community  service 
employment  for  older  Americans 
..Another  $77,000,000  for  the  State 
operated  portion  of  this  program  is 
included  in  the  recommendation  for 
grants  to  States  for  adult  training 
under  the  "Training  and  employment 
services"  appropriation  for  a  total 
Committee  recommendation  of 
$350,000,000.   The  State  grant  funds 
are  to  be  distributed  in  the  same 
manner  as  currently  authorized  under 
the  Older  Americans  Act,  unless  this 
law  is  subsequently  altered." 


The  Department  will  allocate  the 
Older  American  Act  funds  to  the  SCSEP 
sponsors  in  accordance  with  the  final 
1996  appropriations  action. 


Allocation  Priority  for  National 
Sponsors'  Funds 


"In  allocating  the  reduced  amount 
among  national  sponsors,  the 
Committee  directs  the  Secretary  of 
Labor  to  give  preference  to  national 
sponsors  which  have  not  exceeded 
limits  on  administrative  costs  nor 
have  made  improper  indirect  costs 
administrative  charges . " 


The  Department  will  provide  funds  to 
the  national  sponsors  based  on  the 
instructions  of  the  Congress. 


Additional  Allocation  Priority  for 
National  Sponsors'  Funds 


"The  Secretary  should  also  give        The  Department  will  assure  that 
preference  to  national  sponsors  which  national  sponsors  meet  the  mandated 
use  their  grants  primarily  for  direct   requirements  for  expending  grant 
services  to  older  Americans."  funds  for  direct  services  to  older 

Americans . 
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SIGNIFICANT  ITEMS  IN  THE  1996 

HOUSE.  SENATE.  AND  CONFERENCE  REPORTS 


Item  Action  to  be  Taken 

1996  Senate  Report  (No.  104-145) 

Review  of  the  CSEOA  Program 

"In  addition,  the  Committee  directs  The  Department  intends  to  subject 

the  Secretary  to  include  this  program  this  program  to  its  normal  review 

in  its  normal  review  process  for  process  for  noncompetitive  grants 
noncompetitive  grants." 

CSEOA  Fund  Utilization 


"The  Committee,  recognizing  that  the 
Older  Americans  Act  has  not  yet  been 
reauthorized  for  fiscal  year  1996, 
has  included  bill  language  clarifying 
that  funds  appropriated  for  older 
workers  activities  are  to  be  utilized 
in  conformance  with  subsequent  action 
by  Congress,  which  may  substantially 
alter  the  existing  title  V  program." 


The  Department  of  Labor  will  utilize 
appropriated  funds  consistent  with 
authorizing  legislation  in  effect  at 
the  time  of  fund  distribution. 


SIGNIFICANT  ITEMS  IN  THE  1996 

SENATE,  HOUSE,  AND  CONFERENCE  REPORTS 


Item  Action  to  be  Taken 

1996  Senate  Report  (No.  104-236) 

CSEOA  Continuation  of  Services 

"The  Committee  encourages  the  This  directive  was  superseded  by 

Secretary  to  award  funds  to  carry  out  final  Conference  action. 

activities  under  paragraph  (1)(A)  of 

section  506(a)  of  title  V  of  the 

Older  Americans  Act  of  1965,  as 

amended,  only  to  entities 

incorporated  under  section  501(c)(3) 

of  the  Internal  Revenue  Code .   In 

awarding  such  funds,  the  Secretary 

shall  ensure  the  continuation  of 

services  to  rural  areas  and  avoid 

unnecessary  displacement  of 

participants  by  reallocating  funds 

when  possible  to  contiguous  quality 

projects . " 
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CSEOA-8 

AMOUNTS  IN  AUTHORIZING  LEGISLATION 
(Dollars  in  Thousands) 

Budget  Request 
Legislation  1996  1997 

Authorizing  legislation  containing 
indefinite  authority 

Item 

Title  V  of  the  Older 
Americans  Act  of  1965, 
as  amended,  42  U.S.C.  3001  $373,000 

Authorizing  legislation  required  in  1997 

Item 

Title  V  of  the  Older 
Americans  Act  of  1965, 
as  amended,  42  U.S.C.  3001  .0. 
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CSEOA-9 

APPROPRIATION  HISTORY 
(Dollars  in  Thousands) 

Budget 
Estimates  to      House        Senate 

Congress      Allowance      Allowance    Appropriation 

1987 326,000  336,000  336.000  336,000 

1988 326,000  i/  346,000  ^-^ 

1989 336,000  346,000  350,000  343.824 

1990 336,000  354.000  370,000  367'01|, 

1991        342,814  400,000  400,000  390,355 

1992 342.814  390.360  400.000  395.181 

1993 342.814  391.230  395.181  396.060 

1994 421.118  410,500  410.500  410,500^ 

1995 410,500  410.500  410.500        396.060 

1996 410,500  350.000  350,000        373,000 

1/  Not  considered  due  to  lack  of  authorizing  legislation. 

2/   Reduced  by  $4,176,000  for  the  1.2%  across-the-board  reduction 

pursuant  to  P.L.  100-436. 
3/  Reflects  $4,987,000  reduction  pursuant  to  P.L.  99-177. 

4/  Reflects  reductions  of  $9,640,000  pursuant  to  P.L.  101-517  and  $5,000 

pursuant  to  P.L.  99-177. 
5/  Reflects  $3,146,000  across-the-board  reduction  pursuant  to  P.L.  102-394. 
6/  Reflects  $14,440,000  rescission  pursuant  to  P.L.  104-19. 

7/  Senate  intent    to  fund  $273,000,000  from  the  CSEOA  appropriation  and 
$77  OOo!oOO  from  the  Training  and  Employment  Services  appropriation. 


633 


CSEOA-10 

EHPLOYMENT  AND  TRAINING  ADMINISTRATION 
COMMUNITY  SERVICE  EMPLOYMENT  FOR  OLDER  AMERICANS 

JUSTIFICATION 


1996      1997  Difference 

Conference  Estimate  1996/1997 
National 

programs $290,940    $-0-  -$290,940 

State 
programs 82.060 ^O; -82.060 


Total  Budget 

Authority 373,000     -0-       -373,000 


General  Statement 

The  Community  Service  Employment  for  Older  Americans  appropriation 
finances  Federal  project  grants  to  public  and  private  nonprofit  national -level 
organizations  and  to  units  of  State  government.   Grants  subsidize  part-time 
work  opportunities  in  community  service  activities  for  unemployed  low- income 
persons  aged  55  and  over.   A  participant's  annual  family  income  cannot  exceed 
125  percent  of  the  poverty  level  established  by  the  Department  of  Health  and 
Human  Services.   Program  participants  generally  work  20-25  hours  per  week  in  a 
wide  variety  of  activities,  such  as  day-care  centers,  schools,  hospitals, 
senior  citizens  centers,  facilities  for  the  handicapped,  nutrition  programs, 
and  beautif ication,  conservation,  and  restoration  projects. 

Appropriations  for  the  Senior  Community  Service  Employment  Program  (SCSEP) 
provide  advance  funding  for  program  years  which  extend  from  July  1  of  the 
appropriation  year  to  June  30  of  the  following  year. 

The  division  of  funds  between  State  and  national  sponsors  as  stated  in  the 
appropriation  act  language  provides  for  a  split  of  78  percent  for  national 
sponsors  and  22  percent  for  State  sponsors. 

The  Administration's  reauthorization  proposal  for  the  Older  Americans  Act 
proposes  transferring  the  administration  of  this  program  from  the  Department 
of  Labor's  Employment  and  Training  Administration  to  the  Department  of  Health 
and  Human  Services  Administration  on  Aging,  following  the  appropriation  of 
funds  to  the  Department  of  Labor. 
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PROGRAM  ACCOMPLISHMENTS 
COMMUNITY  SERVICE  EMPLOYMENT  FOR  OLDER  AMERICANS 


Performance  Measures  PY  1990  PY  1991  PY  1992  PY  1993  py  1994 

Participants  Served  96,726  94,522  97,357  100, 426  102,605 

No.  of  Slots  64,629  64,423  64,956  65,190  67,645 

Unsubsidized 

Employment  Rate  22%  22%  24%  27%  28% 
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NATIONAL  PROGRAMS 

1996        1997      Difference 
Conference   Estimate    1996/1997 

National 

Programs $290,940      $-0-      -$290,940 

Introduction 

All  Senior  Community  Service  Employment  Program  (SCSEP)  funds  are 
allocated  by  a  formula  provided  in  Section  506  of  the  Older  Americans  Act. 
The  national  sponsors'  portion  of  the  SCSEP  has  been  operated  through  nine 
national  nonprofit  organizations  and  the  U.S.  Forest  Service.   The  ten  current 
national  sponsors  include  three  that  operate  primarily  in  rural  areas --Green 
Thumb,  Inc.,  the  U.S.  Forest  Service,  and  the  National  Caucus  and  Center  on 
Black  Aged  Inc..   The  National  Urban  League  operates  primarily  in  cities, 
while  the  National  Council  of  Senior  Citizens,  the  American  Association  of 
Retired  Persons,  the  National  Council  on  Aging,  and  the  National  Association 
for  Hispanic  Elderly  operate  mainly  in  urban  and  suburban  areas.   The  National 
Indian  Council  on  Aging  and  the  National  Pacific/Asian  Resource  Center  on 
Aging  primarily  serve  Indians  and  Pacific  Island  and  Asian  Americans. 

Local  projects  are  operated  through  two  general  approaches:   (1)  by 
contracts  with  local  organizations  such  as  agencies  on  aging  or  community 
groups,  and  (2)  through  local  affiliates  of  the  sponsoring  national 
organization.   These' SCSEP  projects  are  coordinated  with  those  of  other  State 
and  Federal  programs  serving  Older  Americans  to  ensure  that  subsidized  jobs 
are  distributed  equitably  and  to  coordinate  activities  and  services. 

The  local  projects'  activities  include  the  following:   recruitment  and 
selection  of  enrollees,  development  of  subsidized  jobs,  management  of  payroll 
records,  counseling  of  enrollees,  training  of  enrollees  to  perform  their  work 
or  to  develop  occupational  skills,  annual  physical  examinations  and  placement 
of  enrollees  into  unsubsidized  jobs. 

Funding  for  this  program  during  the  last  five  years  has  been  as  follows 
(dollars  in  thousands) : 

1992  . $308 ,  241 ,  000 

1993 $308,926,000 

1994 $320,190,000 

1995 $308  ,  927  ,  000 

1996 $290 ,  940,000 


CSEOA-13 


The  Administration's  reauthorization  proposal  for  the  Older  Americans  Act 
proposes  transferring  the  administration  of  this  program  from  the  Department 
of  Labor's  Employment  and  Training  Administration  to  the  Department  of  Health 
and  Human  Services  Administration  on  Aging,  following  the  appropriation  of 
funds  to  the  Department  of  Labor . 

1996 

The  1996  level  is  $290,940,000,  a  decrease  of  $17,987,000  below  the  1995 
level.   This  request  will  fund  approximately  48,000  slots  to  the  ten  national 
sponsors  in  the  1996  program  year  at  the  average  budgeted  unit  cost  of  $6,061. 

1995 

The  1995  funding  level  is  $308,927,000.   This  level  funds  approximately 
51,000  slots  to  the  ten  national  sponsors  in  the  1995  program  year  at  the 
average  budgeted  unit  cost  of  $6,061.   The  final  SCSEP  regulations  were 
published  on  May  17,  1995. 

Changes  for  1997 


Activity  Changes: 

Financing:  Transfer  of  program  to  the  Administration  on  Aging, 

Department  of  Health  and  Human  Services -$290,940 
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STATE  PROGRAMS 


1996       1997      Difference 
Conference  Estimate    1996/1997 


State 

Programs $82,060     $-0-       -$82,060 


Introduction 

The  State  grant  portions  of  the  SCSEP  funds  are  generally  administered  by 
the  various  State  Agencies  on  Aging  which  are  funded  by  the  Administration  on 
Aging  (AOA)  of  the  Department  of  Health  and  Human  Services.   Grants  are  made 
available  to  each  State,  Puerto  Rico  and  five  territories. 

Funding  for  this  program  during  the  last  five  years  has  been  as  follows 
(dollars  in  thousands) : 

1992 $86,940,000 

1993 $87,134,000 

1994 $90,310,000 

1995 $87,133,000 

1996 $82,060,000 


The  Administration's  reauthorization  proposal  for  the  Older  Americans  Act 
proposes  transferring  the  administration  of  this  program  from  the  Department 
of  Labor's  Employment  and  Training  Administration  to  the  Department  of  Health 
and  Human  Services  Administration  on  Aging,  following  the  appropriation  of 
funds  to  the  Department  of  Labor. 

1996 

The  1996  level  is  $82,060,000,  a  decrease  of  $5,073,000  below  the  1995 
level.   This  request  will  fund  about  13,500  slots  in  the  1996  program  year  at 
the  average  unit  cost  of  $6,061. 


1995 

The  1995  funding  level  is  $87,133,000.   This  request  will  fund  about 
14,400  slots  in  the  1995  program  year  at  the  average  unit  cost  of  $6,061.   The 
final  SCSEP  regulations  were  published  on  May  17,  1995. 

Changes  for  1997 

Activity  Changes: 

Financing:  Transfer  of  program  to  the  Administration  on  Aging, 

Department  of  Health  and  Human  Services -$82,060 
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CSEOA-15 


COMMUNITY  SERVICE  EMPLOYMENT  FOR  OLDER  AMERICANS 


State 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Puerto  Rico 


STATE  TABLES 

$  IN  THOUSANDS 

PY 

1996  Conference 

PY  1995  Actual 

Action 

PY  1997 

7,210 

6,779 



1,711 

1,596 



4,979 

4,602 



6,977 

6,678 



33,158 

31,374 

— 

3,877 

3,707 



4,287 

4,051 



1,711 

J  ,596 



2,220 

2,105 



22,922 

21,275 

— 

8,601 

8,054 



1,711 

1,596 



1,850 

1,736 



15,397 

14,444 



10,189 

9,619 

— 

5,124 

4,731 



4,027 

3,786 



7,330 

6,963 



6,569 

6,186 



2,381 

2,259 

— 

5,327 

5,008 



8,715 

8,251 



13,014 

12,017 



9,133 

8,735 



4,837 

4,529 



9,613 

9,069 



2,396 

2,281 



2,976 

2,813 



1,850 

1,736 



1,778 

1,663 



10,917 

10,363 



2,132 

1,999 



25,913 

24,615 



10,153 

9,514 



2,311 

2,196 



17,351 

16,142 



6,168 

5,881 



5,594 

5,335 



21,174 

19,915 



5,352 

4,906 
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COMMUNITY  SERVICE  EMPLOYMENT  FOR  OLDER  AMERICANS 


STATE  TABLES 


State 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

American  Samoa 

Guam 

Northern  Marianas 

Freely  Associated  States 
Virgin  Islands 

Total 


$  IN  THOUSANDS 

PY  1996  Conference 

PY  1995  Actual 

Action 

PY  1997 

2,063 

1,948 



5245 

4,896 



2,650 

2,536 



7,959 

7,451 



21,342 

20,295 

— 

2,507 

2,389 



2,123 

2,008 



8,365 

7,897 



5,738 

5,413 



4,326 

4,105 

— 

9,882 

9,401 



1,850 

1,736 



859 

801 



859 

801 



404 

347 

— 

94 

70 



859 

801 



396,060 

373,000 



25-051    96-21 
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EMPLOYMENT  AND  TRAINING  ADMINISTRATION 
FEDERAL  UNEMPLOYMENT  BENEFITS  AND  ALLOWANCES 


Page  No, 

Appropriation  language  and  explanation  of  language  change 1 

Analysis  of  appropriation  language 

Amounts  available  for  obligation 3 


Summary  of  changes 

Budget  authority  by  activity 

Budget  authority  by  object  class. 


It 


5 


6 


Significant  items  in  FY  1996  House  and  Senate  Appropriations 

Committees '  reports 

Amounts  in  authorizing  legislation 

g 
Appropriation  history 

Justification 
Appropriati 
General  statement 

Activities: 

Trade  adjustment  assistance  benefits 1° 

Trade  adjustment  assistance  training 12 

NAFTA  transitional  adjustment  assistance  benefits W 

NAFTA  transitional  adjustment  assistance  training 16 


q 
Appropriation 
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EMPLOYMENT  AND  TRAINING  ADMINISTRATION 
FEDERAL  UNEMPLOYMENT  BENEFITS  AND  ALLOWANCES 

For  payments  during  the  current  fiscal  year  of  trade  adjustment  benefit 
payments  and  allowances  under  part  I;   and  for  training,    allowances  for  Job 
search  and  relocation,    and  related  State  administrative   expenses   under  part 
II,    subchapters  B  and  D,    chapter  2,    title  II  of  the  Trade  Act  of  1974,   as 
amended,    $324,500,000,    together  with  such  amounts  as  may  be  necessary   to  be 
charged   to   the  subsequent  appropriation  for  payments  for  any  period  subsequent 
to  September  15   of   the  current  year. 
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ANALYSIS  OF  APPROPRIATION  LANGUAGE 

U^u^e  Provfslon  SsBlsmiim 

"...together  with  such  amounts  as  may  This  provision  gives  limited  flexi- 

be  necessary  to  be  charged  to  the  bility  to  use  funds  appropriated  for 

subsequent  appropriation  for  payments  the  next  fiscal  year  in  the  current 

for  any  period  subsequent  to  year  if  Federal  claims  for  benefits 

September  15  of  the  current  year..."  exceed  anticipated  levels 


B.  Gross  Budget  Authority 349,300         386,100 

Offsetting  collections  deduction  for: 
Federal  Emergency  Management 
Agency 

C.  Budget  Authority  Before 

Committee 

Unobligated  balance  lapsing 

D.  Estimated  obligations 


FUBA-3 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 
($  In  Thousands) 


FY  1995  FY  1996  FY  1997 

Comparable  Conference  Estimate 

Amount  Action  Amount 

A.   Appropriation $274,400  $346,100  $324,500 

Offsetting  collections  from: 

Federal  Emergency  Management 

Agency 29,100  40,000  40,000 

Advances 45.800  


-29.100 

-40.000 

-40.000 

320,200 

346,100 

324,500 

-22.718 



... 

297,482 

346 , 100 

324,500 

FUBA-4 
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SUMMARY  OF  CHANGES 
($  In  Thousands) 


Budget  Authority: 
General  Funds .... 


FY  1996 
$346,100 


FY  1997 
$324,500 


Het  Change 
-$21,600 


Explanation  of  Change: 


General  Funds 
Amount 


Increase : 



A.   Built-in: 

To  provide  for  an  increase  in  benefits  paid  for  Trade 
adjustment  assistance 

Decrease: 

A.  Built-in: 

To  reflect  a  decrease  in  training  for  NAFTA 

transitional  adjustment  assistance 

To  reflect  a  decrease  in  benefits  paid  for  NAFTA 
transitional  adjustment  assistance 

Total  Decrease 

B.  Program: 

To  reflect  a  decrease  in  training  for  Trade  adjustment 
assistance  due  to  a  reduction  in  the  training  program 
statutory  cap 

Total  Change 


+$8,000 


-4,100 


-18,100 


-21.600 
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BUDGET  AUTHORITY  FY  1997  ACTIVITY 
($  In  Thousands) 


FUBA-5 


FY  1995   1/ 
Comparable 
Amount 


FY  1996 

Conference 

Action 


FY  1997 

Estimate 

Amount 


Change 
Amount 


Budget  Authority 
applied  to  General 
Funds : 

1.  Trade  adjustment 

assistance 

benefits $179,000  $183,000        $191,000     +$8,000 

2.  Trade  adjustment 

training" 97,800  96,600  85,100     -11,500 

3.  NAFTA  transitional 

adjustment  assistance 

benefits 22,000  34,000  20,000      -14,000 

4.  NAFTA  transitional 

adjustment  assistance 

training 21.400 32.500 28,400 -4, 100 

Total  Budget 

Authority 320.200     346.100 324.500 -21,600 

1/  Includes  $45,800,000  transferred  from  the  Advances  to  the  Unemployment  Trust 
Fund  and  Other  Funds  appropriation. 
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BUDGET  AUTHORITY  FY  1997  OBJECT  CLASS 
($  In  Thousands) 


FY  1995 
Comparable 
Amount    1/ 


FY  1996 

Conference 

Action 


FY  1997 

Estimate 

Amount 


Change 
Amount 


Grants,  subsidies  and 
contributions 


Total,  budget  authority 
by  object 


$320.200 
320,200 


$346.100 


$324.500 


-$21.600 
-21.600 


1/   Included  are  $45,800,000  transferred  from  the  Advances  to  the  Unemployment 
Trust  Fund  and  Other  Funds  appropriation. 
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SIGNIFICANT   TTFMS    IN    1996 
HOUSE  AND   SENATF.   APPROPRIATIONS    mMMITTF.ES '    PFPnp-rc 


FUBA-7 


Items 

1996  House  Report  (No.  104-209) 

No  specific  actions  recommended. 
1996  Senate  Report  (No.  104-145) 

No  specific  actions  recommended. 
1996  Conference  Report  (No.  104-537) 

No  specific  actions  recommended. 


AMOUNTS  IN  AUTHORIZING  LEGTSTATTnN 
($  In  Thousands) 


Budget  Request 


FY  1996  FY  1997 


Legislation 


Authorizing  Iggjglafctan  cont-^i,,,, 
indefinite  authority 

Part  I,  Subchapters  B  and  D 

Chapter  2,  Title  II,  of  the  Trade  Act 

of  1974,  as  amended  (19  U.S.C.  2101)       $217,000         $211,000 

Part  II,  Subchapters  B  and  D, 

Chapter  2,  Title  II,  of  the  Trade  Act 

of  1974,  as  amended  (19  U.S.C.  2101)        129,100  113.500 
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APPROPRIATION  HISTORY 
($  In  Thousands) 


Budget 

Estimates  to 

Congress 


House 
Allowance 


Senate 
Allowance 


Appropriation 


1987. 
1988. 
1989. 
1990. 
1991. 
1992. 
1993. 
1994. 
1995. 
1996. 
1997. 


$4,000 
141,000 
224,648 
284,000 
230,500 
226,250 
211,250 
190,000 
274,400 
346,100 
324,500 


$118,000 
141,000 
224,648 
284,000 
230,500 
226,250 
211,250 
190,000 
274,400 
346,100 


$118,000 
141,000 
224,648 
284,000 
269,500 
226,250 
211,250 
190,000 
274,400 
346,100 


$118,000 
141,000 
224,648 
280,024  1/ 
269,500 
226,250 
211,250 
190,000  2/ 
274,400  3/ 


1/  Reflects  a  reduction  of  $3,976,000  pursuant  to  P.L.  99-177. 

2/  Excludes  $56,400,000  included  in  the  Advances  to  the  Unemployment  Trust 
Fund  and  Other  Funds  appropriation  which  was  transferred  to  this  account. 

3/   Excludes  $45,800,000  included  in  the  Advances  to  the  Unemployment  Trust 
Fund  and  Other  Funds  appropriation  which  was  transferred  to  this  account. 
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EMPLOYMENT  AND  TRAINING  ADMINISTRATION 
FEDERAL  UNEMPLOYMENT  BENEFITS  AND  ALLOWANCES 


JUSTIFICATION 
($  In  Thousands) 


FUBA-9 


FY  1996 

Conference 

Action 


FY  1997 

Estimate 
Amount 


Difference 
1996/1997 
Amount 


Trade  adjustment 
assistance 
benefits §183,000 

Trade  adjustment 
assistance 
training 96,600 

NAFTA  transitional 

adjustment  assistance 

benefits 34,000 

NAFTA  transitional 

adjustment  assistance 

training 32 .  500 

Total  Budget 

Authority 3A6 ,  100 


$191,000 


85,100 


20,000 


28.400 


324.500 


+$8 , 000 

-11,500 

-14,000 

--4 .100 
-21.600 


General  Statement 


The  request  provides  for  the  payment  of  Trade  Adjustment  Assistance  (TAA) 
benefits,  training  and  job  search  and  relocation  allowances  to  workers  adversely 
affected  by  increased  Imports.   Additionally,  this  request  provides  for  the  payment 
of  benefits,  training,  and  job  search  and  relocation  allowances  to  workers  Impacted 
by  the  North  American  Free  Trade  Agreement  (NAFTA) .   Also  included  in  this  request 
are  the  State  administrative  costs  associated  with  the  TAA  and  NAFTA  training 
programs.   It  should  be  noted  that  the  latest  estimates  of  obligations  indicate  some 
shifting  of  funds  from  NAFTA  activities  to  Trade  benefits  in  FY  1996.   Under  this 
revision  all  required  benefits  and  training  will  be  provided. 
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FUBA-10 

TRADE  ADJUSTMENT  ASSISTANCE  BENEFITS 


FY  1996  FY  1997  Difference 

Conference  Estimate  1996/1997 

Action  Amount  Amount 

$183,000,000  $191,000,WJD  +$8,000,000 

Introduction 

This  activity  provides  for  weekly  adjustment  benefit  payments  to  workers 
partially  or  totally  separated  from  firms  which  make  products  or  provide  certain 
services  affected  by  Imports.   Adjustment  payments  are  authorized  under  Part  I, 
Subchapter  B,  Chapter  2,  Title  II,  of  the  Trade  Act  of  1974,  as  amended.   Federal 
administrative  costs  relating  to  benefit  payments  are  Included  In  the  Program 
Operations  budget  of  the  Employment  and  Training  Administration.   State 
administrative  costs  for  benefit  payments  are  included  in  the  State  Unemployment 
Insurance  and  Employment  Service  Operations  budget. 

Federal  funds  are  allocated  to  the  States  which  act  as  agents  for  the  Federal 
Government.   Funds  are  provided  to  States  through  Notices  of  Obligational  Authority 
based  on  estimates  of  benefits  to  be  paid.   States  then  draw  the  funds,  as  needed, 
from  the  U.S.  Treasury. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

1992 $154,000,000 

1993 $136 , 000 , 000 

1994 $134 , 000 , 000  1/ 

1995 $179,000,000  2/ 

1996 $183 , 000 , 000  3/ 

1/   Includes  $20,000,000  from  the  Advances  to  the  Unemployment  Trust  Fund  and 
Other  Funds  appropriation  transferred  to  this  account. 

2/   Includes  $28,000,000  from  the  Advances  to  the  Unemployment  Trust  Fund  and 
Other  Funds  appropriation  transferred  to  this  account. 

3/  Additional  funding  may  be  transferred  from  the  NAFTA  budget  activities. 
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1997  Budget  Request 

Under  the  revised  Trade  Act  of  1974,  It  Is  estimated  that  approximately  80,000 
workers  will  be  certified  under  the  Trade  Adjustment  Assistance  (TAA)  program.   Of 
the  total  certified,  approximately  35,200  will  receive  weekly  trade  adjustment 
assistance  benefits.   A  total  of  16,300  workers  will  receive  waivers  from  enrollment 
in  training  and  will  receive  an  average  of  21.5  weeks  of  benefits  at  an  average 
weekly  benefit  amount  of  $215.   Another  18,900  workers  participating  in  training 
programs  will  receive  an  average  of  28.5  weeks  of  benefits  at  the  average  weekly 
benefit  amount  of  $215 . 

1996 

The  latest  update  of  the  estimates  indicate  that  $196,000,000  will  be  required 
for  benefits  during  the  fiscal  year  to  pay  35,200  workers.   This  amount  exceeds  the 
1996  Conference  level  of  $183,000,000.   The  additional  $13,000,000  will  be  shifted 
from  the  NAFTA  Transitional  Adjustment  Assistance  budget  activities  for  benefits  and 
for  training  in  order  to  finance  increased  benefit  costs  in  this  activity.   A  total 
of  13,000  workers  will  receive  $59,000,000  while  on  waiver  from  training;  and  22,200 
workers  will  receive  $137,000,000  in  benefits  while  enrolled  in  training. 

1995 

A  total  of  $153,275,000  was  expended  for  an  estimated  27,900  workers  adversely 
affected  by  imports. 

Change  for  1997 

Activity  Changes 

Built-in: 

Increase  in  amount  required  for  benefits  for 

Trade  adjustment  assistance +$8,000,000 

The  following  reflects  performance  measures  for  the  Trade  Readjustment 
Assistance  program  for  the  past  five  years. 

FY'91    FY'92    FY'93    FY'94    FY'95 

Workers  Receiving 
Readjustment  Allowances     25,221   8,727    9,575    30,803     27,900 

Note:   The  passage  of  the  Emergency  Unemployment  Compensation  Act  of  1991  allowed 
workers  additional  weeks  of  unemployment  compensation  before  workers  could  receive 
trade  adjustment  assistance  allowances.   This  is  the  reason  that  the  number  of 
workers  receiving  allowances  in  1992  and  1993  are  low. 
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TRADE  ADJUSTMENT  ASSISTANCE  TRAINING 


FY  1996               FY  1997            Difference 
Conference                Estimate             1996/1997 
Action  Amount Amount 

$96,600,000  585,100,000         -$11,500,000 

Introduction 

This  activity  provides  funds  for  training,  Job  search  allowances,  and  job 
relocation  allowances  to  workers  certified  by  the  Department  as  adversely  affected 
by  Imported  products .   The  1988  amendments  to  the  Trade  Act  of  1974  contained  In  the 
Omnibus  Trade  and  Competitiveness  Act  of  1988  make  training  an  entitlement  for 
eligible  workers  but  capped  the  annual  costs  of  training  at  $80,000,000.   For  FY 
1997  only,  there  Is  a  one  time  cap  of  $70,000,000.   The  States,  acting  as  agents  for 
the  Department  of  Labor,  administer  this  activity.   State  administrative  costs  for 
training  and  out  of  area  job  search  and  relocation  are  included  in  this  activity. 
These  funds  are  distributed  to  States,  based  on  an  estimate  of  need,  to  meet 
expected  requests  for  training  during  the  current  fiscal  year.   Any  funds  provided 
to  States  that  are  not  used  during  the  year  are  carried  over  and  generally  spent 
during  the  subsequent  year . 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

1992 $72,000,000 

1993 $80 , 000 , 000 

1994 $98 , 900 , 000  1/ 

1995 $97 , 800 , 000  2/ 

1996 $96 , 600 , 000 


1/  Includes  $22,000,000  from  the  Advances  to  the  Unemployment  Trust  Fund  and 
Other  Funds  appropriation  transferred  to  this  account. 

2/  Includes  $17,800,000  from  the  Advances  to  the  Unemployment  Trust  Fund  and  Other 
Funds  appropriation  transferred  to  this  account. 
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FUBA-13 
1997  Budget  Request 

The  1997  budget  requests  $85,100,000  to  provide  services  to  workers  adversely 
impacted  by  trade  imports.   This  reduction  reflects  an  adjustment  in  the  program 
statutory  cap  of  $80,000,000  to  $70,000,000  which  is  contained  in  authorizing 
legislation.   Based  on  this  reduction,  an  estimated  4,100  workers  might  be  affected 
by  a  delay  or  denial  of  training.   However,  the  Department  will  utilize  Economic 
Dislocation  and  Workers  Adjustment  (EDUAA)  funding  whenever  possible  to  assist 
workers  by  "dual  enrolling"  them  in  both  TAA  and  EDUAA.   This  action  will 
significantly  reduce  the  potential  effect  of  this  reduction  on  individuals  applying 
for  training.   The  TAA  statutory  cap  will  revert  back  to  the  $80,000,000  level  in  FY 
1998. 

In  FY  1997,  it  is  estimated  that  23,600  workers  will  receive  training  funded  by 
this  activity:   23,000  enrolled  in  classroom  training,  and  600  workers  in  on-the-job 
training.   Also,  2,400  workers  will  receive  out  of  area  job  search  and  job 
relocation  allowances. 

1996 

Ic  is  estimated  that  $96,600,000  will  be  needed  to  provide  services  to  workers 
adversely  impacted  by  Trade  imports.   It  is  estimated  that  27,700  workers  will 
receive  training  funded  by  this  activity:   27,000  will  be  enrolled  in  classroom 
training,  and  700  workers  in  on-the-job  training.   Also,  2,400  workers  will  receive 
out  of  area  job  search  and  job  relocation  allowances. 


A  total  of  $97,800,000  was  provided  to  States  to  finance  training,  job  search, 
job  relocation  and  States  costs.   An  estimated  27,600  workers  were  assisted. 

Chanees  for  1997 

Activity  Changes 

Built-in: 

Decrease  in  amount  required  for  training  for 

Trade  adjustment  assistance -$11,500,000 

The  following  reflects  performance  measures  for  Trade  Adjustment  Assistance 
Training  for  the  past  five  years . 


FY'91    FY'92 


Entered  Training 
Job  Search 
Job  Relocation 


20 

.093 

18 

,582 

19 

,454 

26 

,484 

27 

,600 

525 

594 

802 

671 

827 

759 

751 

2 

,063 

2 

,306 

1 

,470 
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NAFTA  TRANSITIONAL  ADJUSTMENT  ASSISTANCE  BENEFITS 


FY  1996 

Conference 

Action 

$34,000,000 


FY  1997 

Estimate 

Amount 

$20,000,000 


Difference 

1996/1997 

Amount 

-$14,000,000 


Introduction 

This  activity  provides  for  weekly  adjustment  benefit  payments  to  workers 
partially  or  totally  separated  from  firms  which  make  products  affected  by  imports 
from  Mexico  or  Canada  or  which  moved  operations  to  Mexico  or  Canada.   Adjustment 
payments  are  authorized  under  Subchapter  D,  Chapter  2,  Title  II  of  the  Trade  Act  of 
1974,  as  amended.   Federal  administrative  costs  relating  to  benefit  payments  are 
included  in  the  Program  Operations  budget  of  the  Employment  and  Training 
Administration.   State  administrative  costs  for  benefit  payments  are  included  in  the 
State  Unemployment  Insurance  and  Employment  Service  Operations  budget. 

Federal  funds  are  allocated  to  the  States  which  act  as  agents  for  the  Federal 
Government.   Funds  are  provided  to  States  through  Notices  of  Obligational  Authority 
based  on  estimates  of  benefits  to  be  paid.   States  then  draw  the  funds,  as  needed, 
from  the  U.S.  Treasury. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 


1992 $   --- 

1993 $   --- 

1994 $  5,000,000  1/ 

1995 $22,000,000 

1996 $34,000,000 


17 


Reflects  $5,000,000  from  the  Advances  to  the  Unemployment  Trust  Fund  and 
Other  Funds  appropriation  transferred  to  this  account. 


1997  Budget  Request 

Under  the  revised  Trade  Act  of  1974,  as  amended,  it  is  estimated  that 
approximately  35,000  workers  will  be  certified  under  the  NAFTA  Transitional 
Adjustment  Assistance  program.   Many  of  these  individuals  will  be  eligible  under  the 
regular  trade  program.   Of  the  total  certified,  approximately  3,700  will 
receive  weekly  benefits.   Eligible  workers  are  anticipated  to  receive  an  average  of 
24.5  weeks  of  benefits  at  an  average  weekly  benefit  amount  of  $224. 


655 


FUBA-15 
1996 

Under  the  revised  Trade  Act  of  1974,  as  amended,  the  latest  update  of  the 
estimates  indicates  that  approximately  $22,000,000  will  be  required  for  benefits 
during  the  fiscal  year  to  pay  3,900  workers.   This  amount  is  $12,000,000  below  the 
1996  Conference  action  level.   The  $12,000,000  will  be  shifted  to  the  Trade 
Adjustment  Assistance  benefit  activity  to  finance  the  costs  of  increased  benefit 
costs.   Eligible  workers  are  anticipated  to  receive  an  average  of  26  weeks  of 
benefits  at  an  average  weekly  benefit  amount  $215. 

1995 

Of  the  $22,000,000  available  for  this  activity,  $6,462,000  was  expended  for  an 
estimated  1,600  workers. 

Changes  for  1997 

Activity  Changes 

Built-in: 

Decrease  in  amount  required  in  benefits  for  NAFTA 

transitional  adjustment  assistance -$14,000,000 
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FUBA-16 


NAFTA  TRANSITIONAL  ADJUSTMENT  ASSISTANCE  TRAINING 


FY  1996 

Conference 

Action 

$32,500,000 


FY  1997 

Estimate 

Amount 

$28,400,000 


Difference 
1996/1997 
Amount 

-$4,100,000 


Introduction 

This  activity  provides  funds  for  training,  job  search  allowances,  and  job 
relocation  allowances  to  workers  certified  by  the  Department  as  adversely  affected 
by  imports  from  Mexico  and  Canada  or  whose  employers  moved  operations  to  Mexico  or 
Canada.   The  1993  amendments  to  the  Trade  Act  of  1974  make  training  an  entitlement 
for  eligible  workers  but  cap  the  annual  costs  of  the  training  at  $30,000,000.   The 
States,  acting  as  agents  for  the  Department  of  Labor,  administer  this  activity. 
State  administrative  costs  for  training  and  out  of  area  job  search  and  relocation 
are  included  in  this  activity  along  with  the  administrative  costs  for  the  Governors' 
work  associated  with  making  preliminary  findings  on  petitions  filed  by  groups  of 
workers.   These  funds  are  distributed  to  States,  based  on  an  estimate  of  need,  to 
meet  expected  requests  for  training  during  the  current  fiscal  year.   Any  funds 
provided  to  States  that  are  not  used  during  the  year  are  carried  over  and  generally 
spent  during  the  subsequent  year. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 


1992.  .". $   --- 

1993 $   --- 

1994 $  8,500,000  1/ 

1995 $21,400,000 

1996 $32 , 500 , 000 


1/ 


Reflects  $8,500,000  from  the  Advances  to  the  Unemployment  Trust  Fund  and 
Other  Funds  appropriation  transferred  to  this  account. 


1997  Budget  Request 

The  1997  budget  requests  $28,400,000  to  provide  services  to  workers  adversely 
impacted  by  imports  from  Mexico  or  Canada  and  to  cover  State  administrative  costs. 
In  FY  1997,  it  is  estimated  that  7,400  workers  will  receive  training  funded  by  this 
activity:   7,100  will  be  enrolled  in  classroom  training,  and  300  workers  in  on-the- 
job  training.   Also,  100  workers  will  receive  job  search  and  job  relocation 
allowances. 
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1996 

The  latest  update  of  the  estimates  Indicates  that  $29,200,000  will  be  provided 
to  States  for  this  activity.   This  amount  Is  $3,300,000  below  the  1996  Conference 
action  level.   Funding  from  this  activity  will  be  shifted  to  the  Trade  Adjustment 
Assistance  benefit  activity  to  finance  additional  benefit  costs,   it  Is  estimated 
that  7,800  workers  will  receive  training:   7,500  will  be  enrolled  In  classroom 
training,  and  300  workers  will  be  enrolled  in  on-the-job  training.   Also,  100 
workers  will  receive  job  search  and  relocation  allowances. 


Of  the  $21,400,000  available  for  this  activity,  all  funds  were  obligated  to  the 
States  to  finance  training  for  an  estimated  2,300  workers.   Also  Included  in  the 
amount  obligated  was  funding  related  to  job  search  and  relocation  allowances 
administrative  costs  relating  to  training  and  administrative  costs  associated  with 
the  Governor's  making  preliminary  findings  on  petitions  filed  by  groups  of  workers. 


Changes  for  1997 

Activity  Changes 

Built-in: 

Decrease  in  amount  required  in  training  for  NAFTA 

transitional  adjustment  assistance -$4,100,000 
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EMPLOYMENT  AND  TRAINING  ADMINISTRATION 

STATE  UNEMPLOYMENT  INSURANCE  AND 
EMPLOYMENT  SERVICE  OPERATIONS 

For  authorized  administrative  expenses,    $176 ,012 ,000 ,    together  with  not 
to  exceed  $3,317,713,000   (including  not  to  exceed  $1,653,000  which  may  be  used 
for  amortization  payments   to  States  which  had  independent  retirement  plans  in 
their  State  employment  service  agencies  prior  to  1980,    and  including  not   to 
exceed  $2 ,000 ,000  which  may  be  obligated  in  contracts  with  non-State  entities 
for  activities  such  as  occupational  and  test  research  activities  which  benefit 
the  Federal-State  Employment  Service  System),    which  may  be   expended  from  the 
Employment  Security  Administration  account   in   the  Unemployment  Trust  Fund,    and 
of  which   the  sums  available  pursuant   to   title  III  of  the  Social  Security  Act, 
as  amended,    and   the  sums  available  for  necessary  administrative  expenses  for 
carrying  out  5  U.S.C.    8501-8523,    shall   be  available  for  obligation  by  the 
States    through  December  31,    1997,    except    that  funds   used  for  automation 
acquisitions   shall    be  available  for  obligation  by   the  States    through  September 
30,    1999;    and  of  which  $174,085,000,    together  with  not   to  exceed  $758,217 ,000 
from  such   Trust  Fund,    shall   be  available  for  obligation  from  July  1,    1997 
through  June  30,    1998,    to  fund  activities  under  the  Act  of  June  6,    1933,    as 
amended,    including   the  cost  of  penalty  mail  made  available   to  States   in  lieu 
of  allotments  for  such  purpose,   and  of  which  $260,573 ,000   shall   be  available 
only   to   the  extent  necessary  for  additional   State  allocations    to  administer 
unemployment  compensation   laws   to  finance   increases   in   the  number  of 
unemployment   insurance  claims  filed  and  claims  paid  or  changes   in  a  State  law: 
Provided,    That   to   the  extent   that   the  Average  Weekly  Insured  Unemployment 
(AWIU)   for  fiscal  year  1997  is  projected  by  the  Department  of  Labor  to  exceed 
2.828  million,   an  additional   $28,600,000  shall   be  available  for  every  100,000 
increase   in   the  AWIU  level    (including  a  pro  rata  amount  for  any  increment  less 
than   100,000)   from  the  Trust  Fund:      Provided  further,    That  funds  appropriated 
in    this  Act  which  are  used   to  establish  a  national   one-stop  career  center 
network  may  be  obligated  in  contracts,   grants  or  agreements  with  non-State 
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entities:      Provided  further,   That  funds  appropriated  under  this  Act  for 
activities  authorized  under  the  Wagner-Peyser  Act,    as  amended,    and   title  III 
of   the  Social  Security  Act,   may  be  used  by   the  States   to  fund  integrated 
Employment  Service  and  Unemployment  Insurance  automation  efforts, 
notwithstanding  cost  allocation  principles  prescribed  under  Office  of 
Management  and  Budget  Circular  A-87.       (8  U.S.C.    1101   et  seq.;   29  U.S.C.    49- 
491-1;   39  U.S.C.    3202(a)(1)(E);   42  U.S.C.    502-504 ,    1106 ,    and  1107;    sections 
225,   231-235,   243-244,   and  250(d)(1),   250(d)(3),    title  II  of  the  Trade  Act  of 
1974,    as  amended;    section   7d  of  the  Act  of  June  6,    1933,    as  amended;    section 
221(a)   of  the  Immigration  Act  of  1990.) 
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ANALYSIS  OF  APPROPRIATION  LANGUAGE 


"...(including  not  to  exceed  $1 ,653 ,000 
which  may  be  used  for  amortization  pay- 
ments to  States  which  had  independent 
retirement  plans  in  their  State  employ- 
ment service  agencies  prior  to 
1980.  .." 

"...and  including  not  to  exceed 
$2,000,000  which  may  be  obligated  in 
contracts  with  non-State  entities  for 
activities  such  as  occupational  and 
test  research  activities  which  benefit 
the  Federal -State  Employment  Service 
System) ..." 

"...and  of  which  the  sums  available 
pursuant  to  title  III  of  the  Social 
Security  Act,  as  amended,  and  the  sums 
available  for  necessary  administrative 
expenses  for  carrying  out  5  U.S.C.  8501- 
8523,  shall  be  available  for  obligation 
by  the  States  through  December  31. 
1997. . ." 

"...shall  be  available  for  obligation  from 
July  1,  1997   through  June  30,  1998..." 


"...including  the  cost  of  penalty  mail 
made  available  to  States  in  lieu  of 
allotments  for  such  purpose..." 


"...and  of  which  $260,573 ,000   shall 
be  available  only  to  the  extent 
necessary  for  additional  State  alloca- 
tions to  administer  unemployment  compen- 
sation laws  to  finance  increases  in  the 
number  of  unemployment  insurance  claims 
filed  and  claims  paid  or  changes  in  a 
State  law:  Provided,   That  to  the  extent 
that  the  Average  Weekly  Insured  Unemploy- 
ment (AWIU)  for  fiscal  year  1997   is  pro- 
jected by  the  Department  of  Labor  to 
exceed  the  2.828   million,  an  additional 
$28,600,000  shall  be  available  for 
obligation  for  every  100,000  increase 
in  the  AWIU  level  (Including  a  pro  rata 
amount  for  any  increment  less  than  100,000) 
from  the  Trust  Fund." 

"...  that  funds  appropriated  in  this  Act 
which  are  used  to  establish  a  national 
one -stop  career  center  network  may  be 
obligated  in  contracts,  grants,  or 
agreements  with  non-State  entities..." 


This  provision  authorizes  payments  up  to 
$1,653,000  to  certain  specified  States 
to  fund  the  annual  amortization  costs  of 
independent  retirement  plans  of  State 
employment  service  agencies. 


This  provision  authorizes  up  to 
$2,000,000  to  be  obligated  to  non- 
State  entities  for  activities  which 
benefit  the  Federal -State  Employ- 
ment Services  System  such  as  occupa- 
tional and  test  research  activities. 


This  provision  authorizes  States  to 
carry  forward  unobligated  UI  funds 
from  September  30  of  the  fiscal  year 
for  obligation  in  the  first  quarter  of 
the  subsequent  fiscal  year. 


This  provision  makes  funds  for  section  6 
allotments  to  States  available  on  a 
program  year  basis  running  from  July  1 
through  June  30  of  the  following  year  as 
established  under  the  authorizing 
legislation. 

This  provision  makes  funds  from  section 
6  allotments  to  States  available  to  the 
Department  to  pay  the  cost  of  penalty 
mail  directly  to  the  U.S.  Postal 
Service . 

This  language  establishes  a  Contingency 
Fund  to  provide  resources  to  meet 
certain  defined  costs  relating  to  the 
administration  of  unemployment  compensa- 
tion laws.  This  language  also  estab- 
lishes a  contingency  reserve  funding 
mechanism  for  costs  associated  with 
unanticipated  workloads. 


This  language  allows  funding  used  for 
one-stop  career  centers  to  be  obligated 
to  non-State  entities. 
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SUIESO-4 


"...  that  funds  appropriated  under  this 
Act  for  activities  authorized  under  the 
Wagner- Peyser  Act,  as  amended,  and  title 
III  of  the  Social  Security  Act,  may  be 
used  by  the  States  to  fund  integrated 
Employment  Service  and  Unemployment 
Insurance  automation  efforts,  notvithstanding 
cost  allocation  principles  prescribed  under 
Office  of  Management  and  Budget  Circular 
A-87." 


This  language  allows  States  to  use  Employ- 
ment Service  and  Unemployment  Insurance 
resources  for  integrated  automation  efforts 
without  following  cost  allocation  princi- 
ples under  OMB  Circular  A-87. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 
($  In  Thousands) 


SUIESO-5 


FY  1995         FY  1996 

Comparable  Conference      FY  1997 
Amount  Action        Amount 

A.  Appropriation $127,188        $135,328  $176,012 

Offsetting  collections  from: 

Reimbursements 6,993         10,000         10,000 

Trust  Funds  (Request) 3,200,585  3,102,194  3,317,713 

Trust  Funds  (AWIU  Contingency).  812              0         67,800  1/ 

Payments  to  UTF 0            960          1 ,  770 

Comparative  transfer  from  the 

Program  Operations  account. . . .   777  2/   0  0 

B.  Gross  Budget  Authority 3,336.355      3,248,482      3,573,295 

Offsetting  collections 
Deductions : 

Reimbursements -6,993  -10,000  -10,000 

Payments  to  the  UTF 0      -960         -1.770 

C.  Budget  Authority  Before 

Committee 3,329,362      3,237,522  3/   3,561,525  3/ 

Unobligated  trust  funds, 

start  of  year 584,804        610,244        552,753 

Unobligated  trust  funds, 

end  of  year -610,244       -552,753       -565,933 

Unobligated  general  revenue 

funds,  start  of  year 68,186         48,003         67,589 

Unobligated  general  revenue 

funds ,  end  of  year -48.003        -67.589  4/     -93.064  4/ 

D.  Total,  estimated 

obligations 3,324,105      3,275.427      3,522,870 

1/  Reflects  $67,800,000  currently  estimated  for  additional  AWIU  Contingency 
workload. 

2/   Includes  the  comparative  transfer  from  the  Program  Operations  account. 

3/  Excludes  $960,000  in  1996  and  $1,770,000  in  1997  to  be  transferred  from  the  Payments 
to  the  UTF  account  (P.L.  102-318)  to  finance  additional  costs  associated  with  use 
of  the  optional  Extended  Benefits  trigger. 

4/   Includes  $50,000,000  in  1996  and  $75 ,000 ,000" in  1997  for  One-Stop  Career  Centers. 
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SUMMARY  OF  CHANGES 
($  In  Thousands) 


FY  1996 
Budget  Authority: 

General  Funds $135  ,  328 

Trust  Funds 3.102.194 

Total 3  .  237  ,  522 


FY  1997 


Net  Change 


$176,012 
3.385.513 
3,561,525  1/ 


+$40,684 
■4-283.319 
+324,003 


1/  Includes  $67,800,000  currently  estimated  for  additional  AWIU  contingency 
workload. 


Trust  Funds 
Amount 

Explanation  of  Change: 

Increases : 

A.   Built-in: 

To  provide  for  an  inflationary 
increase  for  unemployment  com- 
pensation salary  and  benefit 
costs +$111 ,  478 

To  provide  for  an  inflationary 
increase  for  unemployment  compen- 
sation nonpersonal  services 
costs +19 ,  543 

To  provide  for  an  inflationary 

increase  for  ES  Allotment  to 

States +19  ,  934 

To  provide  for  an  inflationary 

increase  for  ES  National 

Activities +1 ,  540 

To  provide  for  increased 
unemployment  compensation  work- 
load resulting  from  the  normal 
frowth  of  the  covered  work- 
orce  and  of  the  number  of 
subject  employers +11,023 


General  Funds 
Amount 


Total 
Amount 


+$111,478 


+19,543 


+51 


To  provide  for  increased 
unemployment  compensation 
workload 


To  provide  for  a  net  increase  in 
unemployment  compensation  workload 
associated  with  the  voluntary  tax 
withholding  provision  of  the 
General  Agreement  on  Trade  and 
Tariff  Act  (GATT)  (P.  L.  103-454).. 


+88,368 


+11,521 


+88,368 
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SUMMARY  OF  CHANGES  (Continued) 


SUIESO-7 


Trust  Funds 
Amount 


General  Funds 
Amount 


Total 
Amount 


To  provide  for  partial 

restoration  of  FY  1995 

operating  levels  for  Allen 

Certification  and  other 

ES  National  Activities +5,351 

To  provide  for  an  estimated 

Increase  In  AUIU  workload 

for  the  contingency  reserve 

fund +67,800 

To  provide  for  a  net  Increase 

In  unemployment  compensation 

workload  based  on  economic 

assumptions  and  law  changes +10. 884 

Subtotal +347  ,  442 


+5,351 


+67,800 


+10.884 
+348,126 


B.   Program: 

To  provide  for  an  Increase  for 
One-Stop  Career  Centers  (1996 
Base:  General  Funds  $110,000).. 


Subtotal 

Total  Increase. 


+40 , 000 
+40.684 


+40,000 
+388.126 


Decreases: 

B.   Program: 

To  reflect  a  bottom- line 

reduction  for  unemployment 

compensation  (1996  Base:   Trust 

Funds  $2,627,470.000) -64.123 

Total  Decrease -64.123 

Total  Change +283.319 


-6A.123 

-64.123 
+324.003 
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BUDGET  AUTHORITY  FY  1997  OBJECT  CLASS 
($  In  Thousands) 


SUIESO-9 


FY  1995 

Comparable 

Amount 


FY  1996 

Conference 

Action 


FY  1997 

Estimate 

Amount 


Change 
Amount 


Communications , 
utilities,  and 
other  rent 


$104,559 


$111,191 


Grants,  subsidies 

and  contributions . .   3.224.803  1/   3.126.331 


Total,  budget 
authority  by 
object 3.329.362 


3,237.522 


$113,466       +$2,275 
3.448.059  2/   +321.728 


3.561.525 


+324,003 


1/   Includes  comparative  transfer  from  the  Program  Operations  account. 

2/  Includes  $67,800,000  currently  estimated  for  additional  AWIU  contingency 
workload. 


SIGNIFICANT  ITEMS  IN  1996 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES' 


REPORTS 


1996  House  Report  (No.  104-209) 

UI  Contingency  Funds 

"...  This  second  contingency  amount 
would  fund  the  administrative  costs 
of  unemployment  insurance  workload 
over  the  level  of  2,785,000  Insured 
unemployed  per  week  at  a  rate  of 
$28,600,000  per  100,000  insured 
unemployed,  with  a  pro-rata  amount 

?  ranted  for  amounts  of  less  than 
00,000  insured  unemployed.   The 
Committee  wishes  to  be  promptly 
notified  whenever  this  latter 
contingency  mechanism  is  utilized". 

1996  Senate  Report  (No.  104-145) 
No  specific  actions  recommended. 

1996  Conference  Report  (No.  104-537) 
No  specific  actions  recommended. 


Action  Taken  or  to  be  Taken 


The  Department  will  promptly 
notify  Congress  when  reserve 
funds  are  requested  from  0MB 
through  an  apportionment. 
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AMOUNTS  IN  AUTHORIZING  LEGISLATION 
($  In  Thousands) 


Legislation 


Budget  Request 


Authorizing  legislation  containing 
Indefinite  authority 

Title  III  of  the  Social  Security  Act, 

as  amended  (42  U.S.C.  502-504)  $2,268,395        $2,523,970  1/ 

5  U.S.C.  8501-8523,  as  amended 

(State  administrative  expenses  for 

Federal  programs)  28,468  29,634 

42  U.S.C.  1106  and  1107  776  777 

Sections  225,  231-235,  243-244,  and 
250(d)(1),  250(d)(3),  title  II  of 
the  Trade  Act  of  1974,  as  amended 
(19  U.S.C.  2101)  9,214  8,966 

The  Wagner-Peyser  Act  of  1933,  as 
amended  (29  U.S.C.  49-491-1) 

Section  6  761,735  782,302 

Section  7  168,934  215,876 

Sections  101(a) (15) (H) ,  212(a) 
(5)(A),  (m)  (2)  and  (3),  (n)(l), 
and  218(g)  (1),  (2),  and  (3), 
and  258(c)  of  the  Immigration 
and  Nationality  Act,  as  amended 
(8  U.S.C.  1101  et  seq.);  section 
221(a)  of  the  Immigration  Act 
of  1990  (45,713)         (50,894) 


1/  Includes  $67,800,000  currently  estimated  for  additional  AWIU  contingency 
workload. 
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APPROPRIATION  HISTORY 
($  In  Thousands) 

Budget 
Estimates  to      House         Senate 

Congress      Allowance     Allowance    Appropriation 

1987 $2,509,333  $2,513,233  $2,365,301  $2,430,301 

1988 2,363,185  2,559,412  2,494,212  2,455,808 

1989 2,393,694  2,495,547  2,507,723  2,472,515  1/ 

1990 2,462,100  2,559,700  2,609,700  2,661,266  2/ 

1991 2,699,400  2,826,000  2,859,146  3,018,957  3/4/ 

1992 3,107.585  3,175,202  3,203,185  3,488,8315/ 

1993 3,207,531  3,215,056  3,190,071  3,274,688  6/ 

1994 3,575,651  3,437,019  3,415,431  3,453,659 

1995 3,628,091  3,415,710  3,421,506  3,329,362  2/ 

1996 3,609,783  3,221,552  3,239.522 

1997 3,561,525  8/ 

1/  Reflects  $30,032,000  across-the-board  reduction  pursuant  to  P.L.  100-436. 

2/  funds  for  automation  of  Employment  Service  activities  are  included  in  the 

1990  appropriation  (PL.  101-166)  for  obligation  in  1991. 

3/  Reflects  reductions  of  $70,850,000  pursuant  to  P.L.  101-517,  and  $39,088 
pursuant  to  P.L.  99-177. 

4/  Funds  for  automation  of  Employment  Service  activities  are  included  in  the 

1991  appropriation  (P.L.  101-517)  for  obligation  in  1992. 

5_/   Funds  for  automation  of  Employment  Service  activities  are  included  in  the 

1992  appropriation  (P.L.  102-170)  for  obligation  in  1993;  reflects  a 
reduction  of  $62,000  pursuant  to  P.L.  102-170;  and  includes  $316,200,000 
transferred  from  the  AWIU  contingency  reserve  fund. 

6/   Reflects  $25,486,000  across-the-board  reduction  pursuant  to  P.L.  102-394; 
and  reflects  $114,300,000  from  the  AWIU  contingency  reserve  fund. 

2/   Includes  the  comparative  transfer  from  the  Program  Operations  account  and 
includes  the  rescissions  as  reflected  in  P.L.  104-19. 

8/  Reflects  $67,800,000  currently  estimated  for  additional  AWIU  contingency 
workload. 
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EMPLOYMENT  AND  TRAINING  ADMINISTRATION 

STATE  UNEMPLOYMENT  INSURANCE  AND 

EMPLOYMENT  SERVICE  OPERATIONS 


JUSTIFICATION 


SUIESO-13 


Unemployment  compensation 

a.  State  administration. 

b.  National  activities.. 

c .  Contingency 

-  Regular 

-  AWIU  Contingency. . 

Employment  Service: 

a.  Allotment  to  States.. 

b.  National  activities. . 

c.  One-Stop  career  cente 

Total  Budget  Authority. . . 


FY  1996 

Conference 

Amount 


216.333.000 


761,735,000 
58.934,000 
110.000.000 

3,237.522.000 


FY  1997 
Estimate 

Amount 


782.302.000 
65. 876. 000 
150.000,000 

3,561.525.000 


Difference 

1996/1997 

Amount 


+S144.454.000 


+20,567.000 
+6.942,000 
♦40,000,000 


General  Statement 


The  State  Unemployment  Insurance  and  Employment  Service  Operations 
appropriation  provides  administrative  grants  to  State  agencies  which 
administer  Federal  and  State  unemployment  compensation  laws  and  operate  the 
public  employment  service,  a  national  system  providing  no-fee  employment 
services  to  individuals  who  are  seeking  employment  and  employers  who  are 
seeking  employees.   The  appropriation  also  provides  funding  for  national 
activities  relating  to  employment  service  activities  and  the  Federal-State 
unemployment  insurance  program. 

The  State  Unemployment  Insurance  and  Employment  Service  programs  play  a 
vital  role  in  this  country's  economy  by  providing  temporary  income  support  to 
unemployed  workers  while  they  seek  new  employment,  and  in  assisting  the 
matching  of  workers  seeking  jobs  with  employers  seeking  workers.   These 
essential  programs  will  continue  to  play  an  integral  role  in  the 
Administration's  workforce  development  strategy. 

The  FY  1997  budget  request  for  the  Department  of  Labor  reaffirms  the 
President's  commitment  to  employment  and  training.   It  builds  on  previous 
legislative  and  management  reforms  and  continues  support  for  employment  and 
training  policies  that  have  been  articulated  since  1993. 

Last  year,  the  President  proposed  to  overhaul  dramatically  the  complex 
inefficient  structure  of  Federal  job  training  programs  through  the  G.I.  Bill 
for  America's  Workers.   It  would  consolidate  some  70  programs  into  a  single, 
integrated  workforce  development  system.   It  would  make  the  programs  more 
effective  by  cutting  bureaucracy,  streamlining  administration  and 
accountability,  thereby  freeing  States  and  localities  to  focus  on  results  and 
not  on  process . 

Congress  is  now  considering  legislation  based  on  the  principles  of  the 
G.I.  Bill.   House  and  Senate-passed  bills  differ,  but  final  legislation  should 
embody  the  President's  vision  of  fostering  individual  opportunity  by:   giving 
workers  the  resources  and  information  they  need  to  make  good  training  choices; 
providing  access  to  employment  services  through  customer- f riendly ,  "One-Stop" 
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career  centers;  and  designing  youth  programs  based  on  the  School -to -Work 
Opportunities  Act.   But,  because  the  new  legislation  will  not  take  full  effect 
until  fiscal  1998,  this  budget  proposes  funding  for  the  separate  programs  that 
will  remain  in  effect  until  then. 

For  FY  1997,  the  Unemployment  Insurance  program  will  continue  to  work  to 
meet  the  Department's  goals  of  customer  service  and  use  of  technology  to 
enhance  service.   The  program  will  better  serve  its  customers  through  efforts 
to  link  the  program  to  the  rest  of  the  employment  and  training  system  through 
the  ongoing  Worker  Profiling  and  Reemployment  Services  (WPRS)  program,  and 
creation  of  linkages  with  reemployment  service  providers.   The  program  will 
enhance  service  through  its  support  and  oversight  of  the  Information 
Technology  Support  Center  (ITSC)  and  expansion  of  telephone  filing  of  initial 
claims  in  the  States. 

The  WPRS  initiative  will  identify  long-term  unemployed  workers  early  in 
their  unemployment  spell.   Once  these  workers  are  identified,  they  can  be 
targeted  for  job  search  assistance  and  counselling  which  will  decrease  the 
number  of  workers  who  become  long-term  unemployed.   By  1997,  the  profiling 
initiative  will  be  in  its  fourth  year  of  implementation.   The  dislocated 
workers  likely  to  have  difficulty  finding  employment  who  are  identified  in  the 
profiling  process  will  be  referred  to  the  re-employment  services  provided 
through  a  number  of  providers  including  ES/EDWAA  offices  or  One-Stop  Career 
Centers . 

The  FY  1997  request  for  State  unemployment  insurance  administration 
provides  for  a  base  staff  funding  level  necessary  to  process  a  2.0  million 
Average  Weekly  Insured  Unemployment  (AWIU)  claims  volume.   The  1997  request 
continues  appropriation  language  which  provides  for  automatic  increases  in 
funding  should  workloads  exceed  the  budgeted  workload  levels.   For  1997,  these 
automatic  increases  will  start  at  2.828  million  AWIU. 

The  request  for  State  UI  administration  includes  workload  and  inflation 
increases  less  a  bottom- line-reduction  due  to  budget  constraints.   Also, 
increases  are  included  for  normal  growth  of  the  covered  workforce  and  an 
increase  in  the  number  of  subject  employers,  and  also  increases  for 
contingency  workload  resulting  from  changes  in  economic  assumptions.   The 
request  also  includes  funding  for  workloads  associated  with  the  voluntary 
withholding  provisions  contained  in  the  General  Agreement  on  Trade  and  Tariffs 
(CATT)  Act.   The  request  includes  budget  authority  of  $67,800,000  for 
additional  AWIU  contingency  workload.   Funds  will  only  be  requested  through 
the  Office  of  Management  and  Budget  apportionment  process  if  unemployment 
workload  materializes. 

The  request  for  UI  administration  continues  the  $9,000,000  for  grants  to 
States  for  implementation  of  telephone  initial  claims  taking  systems. 
Implementation  of  these  systems  in  the  States  will  improve  customer  service  by 
allowing  UI  claimants  to  file  initial  claims  by  telephone,  thus  saving  the 
claimants  time  spent  to  local  offices  and  waiting  in  line,  and  making  filing 
more  convenient.   In  addition,  the  States  which  implement  these  systems  should 
realize  long-term  savings  through  the  consolidation  of  their  UI  operations. 

The  request  includes  $150,000,000  in  general  funds  for  One-Stop  Career 
Centers.  This  resource  level  will  be  used  to  expand  and  accelerate  a  multi- 
year  effort,  begun  in  1994,  designed  to  transform  a  fragmented  array  of 
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employment  and  training  programs  into  an  integrated  service  delivery  system 
These  One-Stop  Career  Centers  will  provide  American  workers  and  employers  with 
job  search  assistance  as  well  as  information  about  jobs,  available  training 
and  related  services,  and  the  quality  of  training  institutions  in  the  local 
and  State  labor  markets.   As  of  February  1996,  a  total  of  54  States  and 
jurisdictions  had  received  One-Stop  Planning  or  Implementation  grants    It  is 
anticipated  that  nine  States  will  receive  implementation  grants  in  1997. 

c-70o  V**   199?  request  for  the  Employment  Service  Allotment  to  States  is 
§782,302,000.   This  funding  level  ensures  that  the  real  level  of  service 
funded  in  FY  1996  is  maintained.   The  ES  will  remain  responsive  to  the 
changing  labor  market  conditions  and  requirements  of  each  State 
Additionally,  the  ES  will  remain  a  cornerstone  of  the  one-stop  system   As  the 
nation  s  workforce  delivery  structure  may  be  modified  by  employment  and 
training  reform  legislation,  the  ES  goal  remains  to  instill  a  customer- 
friendly,  outcome  driven  approach  to  ensure  high-quality  services   The  1997 
reqU!St,f«J  fS  National  Activities  is  $65,876,000  which  will  maintain  services 
at  the  1996  level  for  these  programs. 
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UNEMPLOYMENT  COKPENSATION 


a.  Stat*  administration . 

b.  national  activities.. 

c .  Contingency 

-  Regular 

-  AUIU  Contingency  . 

Total  Budget  Authority. . 


FY  1986 
Conference 
Action 

52. 080, 120, 000 
10.000.000 


FT  1097 

Difference 

Estimate 

1996/1997 

Amount 

Amount 

S2. 224, 974, 000 

+3144,434,000 

10.000.000 

— 

260.S73.000 

+44,240,000 

67.600.000 

1/ 

+67,600,000 

2.S63.347.000 

♦256,494.000 

1/  Raflacts  $67,600,000  currently  estimated  for  AHIU  contingency. 


Introduction 

This  activity  provides  for  the  administration  of  State  unemployment 
compensation  programs  which  have  been  enacted  pursuant  to  the  Federal 
Unemployment  Tax  Act  (Chapter  23,  Internal  Revenue  Code)  and  Title  III  of  the 
Social  Security  Act.   The  unemployment  compensation  program  operates  through  a 
Federal-State  cooperative  relationship  in  which  the  Federal  responsibilities 
include  allocating  funds  among  the  States,  establishing  performance  measures, 
monitoring  State  performance,  ensuring  conformity  and  compliance  of  State  laws 
and  operations  with  Federal  law,  and  setting  broad  overall  policy  for 
administration  of  the  program.   States  are  responsible  for  establishing 
specific  detailed  policy  and  operating  methods  which  conform  with  Federal  laws 
and  regulations,  and  administering  the  direct  operation  of  the  program  in 
accordance  with  these  requirements. 

The  major  functions  performed  by  the  States  are  the  collection  of  State 
taxes  from  employers,  the  determination  of  benefit  entitlement,  and  the 
payment  of  benefits.   The  States  also  administer  federally  enacted  programs 
for  payments  of  unemployment  compensation  to  former  Federal  personnel 
(military  and  civilian),  to  claimants  who  have  exhausted  their  eligibility 
under  the  regular  State  Unemployment  Insurance  (UI)  program  and  qualify  for 
extended  benefits  or  third  tier  programs,  and  to  workers  certified  under  the 
Trade  Adjustment  Assistance  program.   States  also  pay  compensation  to 
individuals  whose  unemployment  is  caused  by  natural  disasters  such  as 
hurricanes,  earthquakes,  floods,  and  tornados,  from  funds  provided  by  the 
Federal  Emergency  Management  Agency.   In  addition.  States  verify  the 
immigration  status  of  all  aliens  applying  for  unemployment  compensation. 

Administrative  funds  are  issued  to  the  States  for  the  costs  of  processing 
estimated  unemployment  workloads  based  on  economic  assumptions  and  all  of  the 
necessary  related  activities.   State  funding  is  based  on  the  cost  of  proper 
and  efficient  administration  and  such  other  factors  as  the  Secretary  of  Labor 
deems  appropriate,  including  any  adjustments  necessary  to  fit  the  level  of 
appropriated  funds.   The  States  submit  Program  Budget  Plans  which  must  be 
approved  by  the  Secretary  of  Labor,  and  which  contain  the  States'  assurances 
and  plans  for  administering  the  program  at  an  acceptable  level  of  quality. 
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The  request  for  unemployment  compensation  consists  of  three  sub- 
activities:   State  administration,  national  activities  and  contingency. 

Funding  for  this  program  during  the  last  five  years  has  been  as  follows: 

1992 $2,565,085,000  1/ 

1993 $2,380,092,000  2/ 

1994 $2,485,311,000  3/ 

1995 $2,314,072,000  4/ 

1996 $2,306,853,000 


1/   Includes  apportionments  totaling  $227,400,000  for  AWIU  contingency 
reserve  funding . 

2/   Includes  apportionment  totaling  $114,300,000  for  AWIU  contingency 
reserve  funding. 

3/   Based  on  the  appropriation,  a  total  of  $39,770,000  for  AWIU 

contingency,  was  made  available.   Of  this  amount,  no  funding  was 
necessary. 

4/   Based  on  the  appropriation,  a  total  of  $812,000  for  AWIU  contingency 
was  made  available.   Of  this  amount,  no  funding  was  necessary. 
Includes  a  comparative  transfer  of  $777,000  from  Program  Operations 
to  this  account. 


STATE  ADMINISTRATION 

This  sub-activity  provides  administrative  grants  to  State  agencies  which 
pay  unemployment  compensation  to  eligible  workers  and  collect  State 
unemployment  taxes  from  employers.   States  are  also  responsible  for 
establishing  specific,  detailed  policy  which  conforms  with  Federal  laws  and 
regulations . 

Additionally,  this  sub-activity  supports  efforts  to  improve  the  program 
integrity  and  financial  stability  of  the  UI  program  through  activities 
designed  to  assess  and  reduce  errors  in  the  payment  of  benefits  and  collection 
of  revenues.   It  incorporates  ongoing  efforts  in  Benefit  Payment  Control 
(BPC),  the  eligibility  review  program  (ERP) ,  Internal  Security,  and  Tax  Field 
Audits.   It  also  funds  the  UI  PERFORMS  system,  a  comprehensive  approach  to 
effecting  continuous  improvement  in  State  operational  performance.   UI 
PERFORMS  comprises  redesigned  performance  measurement  systems,  new  performance 
standards,  the  validation  of  reporting  data,  and  a  new  closed  loop  performance 
planning  cycle.   UI  PERFORMS  embraces  the  following  measurement  components  for 
State  operations:   Benefits  Accuracy  (formerly  Benefits  Quality  Control),  Tax 
Performance  System  (formerly  Revenue  Quality  Control) ,  Benefits  Timeliness  and 
Quality  (formerly  Quality  Appraisal  redesigned  under  the  Performance 
Measurement  Review  project),  and  Data  Validation  (formerly  Workload 
Validation).   Part  of  the  impetus  for  redesigning  Benefits  Quality  Control 
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came  from  the  Vice  President's  National  Performance  Review  (NPR) .   Together, 
the  ongoing  programs  and  the  newly  introduced  UI  PERFORMS  system  provide  a 
comprehensive  approach  to  the  prevention,  measurement,  detection,  and 
collection  of  overpayments;  the  enhancement  and  improvement  of  tax 
collections;  and  the  prevention  of  fraud,  waste,  and  abuse  in  the  system 
overall.   In  addition,  they  provide  the  Federal  and  State  partners  with  tools 
for  faster,  continuous  program  improvement. 

NATIONAL  ACTIVITIES 

This  sub-activity  identifies  funds  to  be  utilized  for  activities  that 
benefit  the  Federal-State  system  as  a  whole,  that  are  interstate  or  multi- 
state  in  nature,  or  that  are  more  efficiently  and  effectively  performed  on  a 
consolidated  rather  than  a  fragmented  basis.   Typically,  the  performance  of 
these  activities  will  benefit  more  than  just  the  State  performing  the  work 
and,  therefore,  it  is  not  appropriately  attributable  to  the  administrative 
costs  of  an  individual  State.   In  addition,  this  sub-activity  includes 
Unemployment  Insurance  Research  and  Training  (UI  R&T)  which  was  formerly  part 
of  the  Program  Operations  account. 

CONTINGENCY 

The  Contingency  fund  provides  funds  to  meet  increases  in  the  costs  of 
administering  unemployment  compensation  laws  resulting  from  increases  above 
the  base  level  in  the  number  of  unemployment  compensation  claims  or  changes  in 
State  law.   Beginning  in  FY  1992,  appropriations  language  was  added  to 
establish  a  contingency  reserve  fund,  whereby  workload  unanticipated  at  the 
time  of  the  appropriation  will  be  funded  without  further  Congressional  action 
(through  the  OMB  apportionment  process),  according  to  a  formula  tied  to  the 
level  of  increased  claims. 

1997  Budget  Request 

The  insured  unemployment  rate  during  FY  1997  is  expected  to  be  2.4 
percent,  the  same  as  is  estimated  for  FY  1996.   As  an  indication  of  State 
workload,  the  State  agencies  are  expected  to  collect  $25,006,000,000  in  State 
taxes  and  pay  $25,187,000,000  in  benefits  to  an  average  of  2 . 5  million  total 
beneficiaries  per  week  under  Federal  and  State  regular  and  extended 
compensation  programs.   This  includes  individuals  covered  by  State 
Unemployment  Compensation  (UC)  laws,  former  Federal  military  and  civilian 
personnel,  recipients  of  Federal-State  extended  benefits,  and  workers 
adversely  affected  by  imported  products. 

The  FY  1997  request  for  unemployment  insurance  grants  to  States  includes 
resources  for  base  workload  sufficient  to  process  2.0  million  claims  a  week 
and  resources  for  contingency  staff  to  process  claims  above  the  2.0  million 
base  level.   The  base  funding  level  of  2.0  million  average  weeks  of  insured 
unemployment  (AWIU)   establishes  a  minimum  base  funding  level  providing  most 
of  the  overall  funding  level  to  the  States  prior  to  the  beginning  of  the 
fiscal  year.   States  then  have  a  more  certain  and  predictable  level  of  funds, 
which  enables  them  to  more  effectively  plan  and  utilize  these  resources.   The 
recent  experiences  during  recession  and  non-recession  years  highlighted  the 
programmatic  problems  resulting  from  the  relatively  large  percentages  of 
workload  funded  in  contingency.   This  methodology  addresses  these  problems. 
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The  FY  1997  request  for  State  Administration  totals  $2 , 224, 974,000.   The 
request  for  State  UI  administration  includes  workload  and  inflation  increases 
less  a  bottom- line -reduction  due  to  budget  constraints.   Additionally,  the 
request  finances  increases  for  the  normal  growth  of  the  covered  workforce  and 
the  increased  number  of  subject  employers. 

The  request  also  includes  funding  for  base  staff  for  the  verification  of 
immigration  status  of  all  aliens  applying  for  unemployment  compensation,  as 
required  by  the  Immigration  Reform  and  Control  Act  of  1986.   The  request  for 
State  Administration  includes  $9,000,000  for  grants  to  States  for 
implementation  of  telephone  initial  claims  taking  systems.   Implementation  of 
these  systems  in  the  States  will  improve  customer  service  by  allowing  UI 
claimants  to  file  initial  claims  by  telephone,  thus  saving  the  claimants  time 
spent  travelling  to  local  offices  and  waiting  in  line,  and  making  filing  more 
convenient.   In  addition,  the  States  which  implement  these  systems  should 
realize  long-term  savings  through  the  consolidation  of  their  UI  operations. 
The  request  also  includes  $19,521,000  of  which  $3,706,000  is  in  the 
contingency  budget  activity  for  grants  to  States  for  ongoing  costs  associated 
with  the  implementation  of  voluntary  withholding  of  taxes  as  mandated  by  P.L. 
103-454  (GATT  Uruguay  Round).   The  States  must  begin  offering  this  option  to 
beneficiaries  effective  January  1,  1997. 

FY  1997  is  the  first  full  year  that  major  portions  of  the  UI  PERFORMS 
system  will  be  in  place.   This  system  will  encompass  the  various  program 
oversight  mechanisms  into  a  comprehensive  system.   Although  this  change  has 
significant  implications  for  the  way  that  data  is  collected,  used,  and 
validated,  it  is  accomplished  within  existing  resources  and  is  therefore  cost- 
neutral  . 

All  States  will  continue  to  participate  in  the  Interstate  Connection 
system  (formerly  called  Internet)  by  exchanging  initial  claims,  additional  and 
reopened  Interstate  claims,  automated  wage  transfers,  determinations  and 
billings  of  combined  wage  claims,  as  well  as  the  quarterly  wage  and  benefit 
crossmatches . 

The  request  for  National  Activities  is  $10,000,000.   The  FY  1997  amount 
includes  funding  for  the  Information  Technology  Support  Center  (ITSC),  which 
will  provide  technical  support  in  development  of  new  information  technology 
applications  for  State  UI  operations.   Also  included  in  National  Activities 
are  resources  to  finance  UI  Research  and  Training,  the  claims  control  center, 
the  interstate  benefit  telecommunications  system,  and  automated  data 
processing  (ADP)  equipment  and  support  services  to  upgrade  and  support  State 
ADP  systems. 

For  1997,  the  request  includes  $260,573,000  for  contingency  funds.   This 
level  finances  additional  State  staff  to  process  up  to  828  thousand  additional 
average  weekly  claims  over  those  provided  in  the  States'  base  grants.   The 
request  also  continues  the  contingency  reserve  language  which  provides  for 
additional  funds  to  meet  unanticipated  workload.   The  formula  in  FY  1997 
finances  $28,600,000  per  100,000  increase  to  the  total  AWIU .   Additionally, 
States'  administrative  costs  associated  with  the  Trade  Act  of  1974,  as  amended 
and  for  processing  benefit  payments  for  the  North  American  Free  Trade 
Agreement  (NAFTA)  Transitional  Assistance  program  is  included  in  the  request. 
Also,  $1,770,000  of  non-appropriated  funding  will  be  apportioned  to  this 
appropriation  from  the  Payments  to  the  Unemployment  Trust  Fund  account. 
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For  1997,  appropriation  language  continues  to  allow  States  up  to  three 
years  to  obligate  their  UI  funds  if  those  funds  are  used  for  automation 
acquisitions,  thus  providing  States  a  longer  timeframe  in  which  to  obligate 
funds  dedicated  to  automation.   This  language  allows  States  to  obligate  FY 
1997  funds  used  for  automation  acquisitions  until  September  30,  1999. 


UC  PROGRAM  STATISTICS 


1995  1/  1996  2/  1997   2/ 

Actual  Estimate  Estimate 

Staff  39,956  44,499  48,536 

Basic  Workload  (in  thousands): 

Employer  tax  accounts 6,046  6,108  6,183 

Employee  wage  items  recorded..    488,167  491,931  502,475 

Initial  claims  taken 19,175  21,056  21,396 

Eligibility  interviews 3,434  12,249  2,254 

Weeks  claimed 137,577  146,985  147,049 

Nonmonetary  determinations....      7,101  7,556  7,818 

Appeals 1,165  1,158  1,143 

Covered  employment 112,610  113,610  115,010 

1/  Actual  data  except  for  covered  employment.   Actual  data  total  workload 

includes  that  funded  from  the  Payments  to  the  Unemployment  Trust  Fund 

account  for  the  July  3,  1992  extension  of  the  EUC  Act. 

2/   Estimates  include  workload  that  can  be  financed  from  contingency  funds 
based  on  current  economic  assumptions . 


The  insured  unemployment  rate  during  FY  1996  is  expected  to  be  2.4 
percent.   The  State  agencies  are  expected  to  collect  $24,047,000,000  in  State 
taxes  and  pay  $24,109,000,000  to  an  average  of  2.5  million  total  beneficiaries 
per  week  under  Federal  and  State  regular  and  extended  compensation  programs. 
This  includes  individuals  covered  by  the  provisions  of  State  unemployment 
compensation  laws,  claimants  covered  by  the  provisions  of  the  Emergency 
Unemployment  Compensation  (EUC)  Act,  former  Federal  personnel,  recipients  of 
Federal-State  extended  benefits,  and  workers  adversely  affected  by  imported 
products . 

The  total  availability  for  State  Administration  is  $2,080,520,000.   This 
amount  is  $43,275,000  below  the  FY  1995  level  of  $2,123,795,000  for  this 
activity.   Due  to  budget  constraints,  the  full  formula  funding  amounts  cannot 
be  provided.   The  States  will  be  forced  to  absorb  a  portion  of  the  total 
workload.   The  allocation  of  State  base  resources  is  based  on  forecasts  of 
State  workloads,  using  the  State  unemployment  data  and  State  salaries,  along 
with  productivity  factors  developed  by  State  work  measurement  studies  done 
some  years  ago.   States'  basic  allocations  will  be  made  for  administrative 
costs  associated  with  workloads  averaging  2.0  million  claims  per  week 
nationwide,  coordination  of  activities  between  the  Trade  benefit  program  and 
other  worker  adjustment  programs,  and  the  Systematic  Alien  Verification  of 
Entitlement  (SAVE)  program.   Administrative  costs  associated  with  workloads 
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above  the  base  level,  including  Trade  costs,  will  be  financed  from  contingency 
funds.   The  SAVE  program  workloads  will  be  financed  from  State  Administration. 

The  availability  for  State  Administration  also  includes  $9,000,000  for 
grants  to  States  for  telephone  initial  claims  taking  systems,  and  $8,000,000 
for  grants  to  States  for  start-up  costs  associated  with  the  implementation  of 
voluntary  withholding  of  taxes  as  mandated  by  P.L.  103-454  (GATT  Uruguay 
Round) . 

States  will  continue  to  use  the  Interstate  Connection  (formerly  called 
Internet)  system  to  process  initial,  continued,  and  re-opened  claims;  to 
transfer  wages  for  claims,  and  to  crossmatch  quarterly  wage  and  benefit 
records.   The  Department  is  also  implementing  a  "real  time"  Interstate 
Connection  operating  system. 

As  the  UI  PERFORMS  construct  is  initiated  during  FY  1996,  the  States  will 
continue  their  efforts  to  address  key  areas  in  the  Benefits  Accuracy  (BA  or 
formerly  BQC)  program,  especially  increasing  data  availability  and  data 
analysis  within  State  agencies  to  increase  proper  payment  rates  and  increasing 
the  efficiency  of  BA  investigative  procedures  through  use  of  alternative 
methodologies.   The  States  will  increase  the  use  of  data,  analysis,  and 
program  improvement  projects  to  enhance  benefit  integrity.   For  the  first 
time,  the  States  will  complete  all  phases  of  Tax  Performance  (formerly  Revenue 
QC)  investigation,  beginning  in  January  1996.   Beginning  in  July  1996,  States 
will  begin  to  collect  data  for  the  new  time  lapse  and  quality  measures.   The 
UI  PERFORMS  design  includes  a  measure  of  the  accuracy  of  decisions  to  deny 
benefits.   Beginning  in  FY  1996,  five  States  will  be  selected  to  pilot  the 
Denials  program,  which  is  scheduled  for  implementation  in  FY  1999.   One  State 
will  also  pilot  test  the  new  data  validation  methodology  that  will  replace  the 
current  workload  validation  program. 

For  1996,  $10,000,000  is  available  for  National  Activities.   National 
Activities  will  finance  UI  Research  and  Training  activities  (such  as  workload 
validation  and  actuarial  support),  the  claims  control  center,  the  interstate 
communications  system,  ADP  equipment  purchases  and  support  services  for  the 
States,  completion  of  research  for  the  Advisory  Council  on  Unemployment 
Compensation  (ACUC)  research,  and  the  Information  Technology  Support  Center 
(ITSC) .   The  ITSC  will  support  the  States  in  the  transition  from  in-person 
filing  of  initial  claims  to  remote  initial  claims- taking  (primarily  by 
telephone) . 

For  1996,  $216,333,000  was  appropriated  for  Contingency  to  fund  projected 
workload  above  the  States'  base  allocations,  as  well  as  State  law  changes. 
Additionally,  $960,000  of  non-appropriated  funding  will  be  apportioned  from 
the  Payments  to  the  Unemployment  Trust  Fund  account. 

The  FY  1996  appropriation  language  included  a  provision  for  making 
available,  without  further  Congressional  action  (through  the  0MB  apportionment 
process),  $28,600,000  for  every  100,000  of  AWIU  above  the  level  that  was 
assumed  in  the  President's  budget  request.   The  economic  assumptions  for  FY 
1996  resulted  in  an  increase  in  workloads  from  2.785  million  AWIU  in  the 
appropriation  to  2.827  million  AWIU.   In  total,  $12,012,000  is  currently 
estimated  to  be  needed  for  above-base  workload  in  FY  1996. 
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1995 

The  insured  unemployment  rate  in  FY  1995  was  2.3  percent.   The  State 
agencies  collected  $23,157,660,000  in  State  taxes  and  paid  $21,806,737,000  in 
benefits  to  an  average  of  2.4  million  total  beneficiaries  per  week  under 
Federal  and  State  regular  and  extended  unemployment  compensation  programs. 
This  included  individuals  covered  by  the  provisions  of  State  unemployment 
compensation  laws,  recipients  of  Federal-State  extended  benefits,  claimants 
covered  by  the  provisions  of  the  Emergency  Unemployment  Compensation  (EUC) 
Act,  former  Federal  personnel,  and  workers  adversely  affected  by  imported 
products. 

In  FY  1995,  $2,314,072,000  (including  the  comparative  transfer  of 
$777,000  for  UI  R&T)  was  appropriated  for  the  Unemployment  Insurance  program. 
This  amount  included  $812,000  from  the  AWIU  contingency  fund.   Additionally, 
no  non- appropriated  funding  was  apportioned  from  the  Payments  to  the 
Unemployment  Trust  Fund.   Therefore,  a  total  of  $2,314,072,000  was  available. 

Allocation  of  State  basic  resources  was  based  on  workload  estimates, 
State  salaries,  and  productivity  factors  developed  using  historical  State  work 
measurement  studies.   The  States'  basic  allocations  financed  administrative 
costs  associated  with  workloads  averaging  2.0  million  claims  per  week 
nationwide,  coordination  of  activities  between  the  Trade  benefit  program  and 
other  worker  adjustment  programs,  and  the  Systematic  Alien  Verification  of 
Entitlement  (SAVE)  program.   Administrative  costs  associated  with  workloads 
above  the  base  level,  including  Trade  costs,  were  paid  from  the  contingency 
fund. 

States  continued  to  use  the  Interstate  Connection  system  to  link  UI 
claims  operations  for  claimants  who  filed  from  other  States.   All  fifty- three 
State  agencies  used  the  Interstate  Connection  system  to  exchange  interstate 
claims  and  combined  wage  claims.   The  quarterly  wage  and  benefit  crossmatch 
was  utilized  by  forty-nine  States. 

In  1995,  the  States  operated  a  Benefit  Quality  Control  (BQC)  program  for 
the  eighth  full  year  using  the  mandated  methodology  of  investigating  a  random 
sample  of  payments  to  determine  the  extent  and  reason  for  errors.   The  States 
continued  their  efforts  to  address  key  areas  in  the  BQC  program,  especially 
increasing  data  availability  and  data  analysis  within  State  agencies  to 
increase  proper  payment  rates  and  increasing  the  efficiency  of  BQC 
investigative  procedures  through  use  of  alternative  methodologies .   The  States 
increased  the  use  of  data,  analysis,  and  program  improvement  projects  to 
enhance  benefit  integrity. 

In  1995,  worker  profiling  grants  were  awarded  to  the  remaining,  or 
"second  wave,"  States.   The  States  used  these  funds  to  put  in  place  their 
worker  profiling  systems,  which  allow  States  to  systematically  identify  and 
refer  dislocated  workers  to  reemployment  service  deliverers  early  in  their 
spells  of  unemployment.   Early  identification  of  these  workers  will  help  State 
programs  provide  the  extra  readjustment  services  that  these  workers  may  need 
to  speed  reemployment. 

A  total  of  $17,328,000  was  available  for  National  Activities.   This 
amount  includes  a  comparative  transfer  of  $777,000  for  UI  Research  and 
Training  previously  funded  in  the  Program  Operations  budget.   This  activity 
funded  the  costs  of  the  claims  control  system,  interstate  communications,  and 
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State  automated  data  processing  equipment  for  storing  and  analyzing  UI 
statistical  and  QC  program  data.   Funds  were  also  used  to  fund  the  following 
operational  efficiency  projects:  Administrative  Financing  Initiative,  and  the 
Performance  Measurement  Review  project.   The  Information  Technology  Support 
Center  (ITSC)  completed  its  first  full  year  of  supporting  the  States' 
information  technology  needs.   The  ITSC's  primary  efforts  were  directed  toward 
using  information  technology  to  improve  service  in  the  areas  of  appeals,  tax 
operations,  and  claims  processing. 

For  1995,  $172,137,000  was  appropriated  for  Contingency  to  fund  projected 
workload  above  the  States'  base  allocations,  as  well  as  State  law  changes. 
The  appropriation  also  included  $812,000  in  AWIU  contingency  reserve. 
Additionally,  no  non-appropriated  funding  was  apportioned  from  the  Payments  to 
the  Unemployment  Trust  Fund  account.   In  total,  $172,949,000  was  available  for 
above -base  workload  in  FY  1995. 

The  following  reflects  performance  measures  for  the  Unemployment 
Insurance  program  for  the  past  five  years. 


First  payment  timeliness  (%) 

Appeals  timeliness  (%) 

Employers  filing  timeliness  (%) 

Admin,  cost  per  $1.00  benefits  paid  0.05 

Admin,  cost  per  $1.00  taxes  paid 

Percent  of  States  minimally  solvent   42 

Payment  Accuracy  Rate  (%) 

1/  Methodology  for  computing  this  performance  measure  changed  in  FY  1995  due 
to  revised  reporting  instructions. 

Changes  for  1997 

Activity  Changes: 

Built-in: 

Inflation  increases +$131,021,000 

Workload  increase  because  of  increase  in 

subject  employers  and  wage  records  items +11,023,000 

Net  workload  increase  due  to  economic 

assumptions +10  ,  884 ,  000 

Net  workload  increase  due  to  workload  associated  with  voluntary 

withholding +11,5.21,000 

Unemployment  compensation  workload  increases +88,368,000 

Contingency  Reserve  AWIU  increase +67  .  800  .000 

Total  Built-in +320,617,000 

Net  Program -64,123,000 


FY'91 

FY'92 

FY'93 

FY'94 

FY'95 

90.4 

89.7 

90.7 

91.2 

92.7 

54.8 

42.0 

56.8 

65.8 

70.6 

94.8 

95.1 

95.3 

95.1 

NA  1/ 

0.05 

0.05 

0.05 

0.06 

0.07 

0.04 

0.04 

0.04 

0.04 

0.04 

42 

40 

40 

34 

30 

92.5 

92.0 

91.9 

91.4 

.. 
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Unemployment  Compensation  Bottom-Line  Reduction 

Proposal:   To  reflect  a  bottom- line  funding  reduction  to  the  unemployment 
compensation  program. 

Rationale:   This  reduction  Is  necessary  due  to  budget  constraints. 

Program  Effects :   State  agencies  must  absorb  approximately  2.6  percent  of 
total  need.   This  reduction  might  affect  some  services  to  claimants  and  effect 
certain  integrity  activities  performed  by  the  States. 

Base:  Estimate:   $2.458.953.000 

Program  Decrease:  Estimate:     -S64.123.000 
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a.  Allotaant  to  Stataa 

b.  National  activities 

c.  Ona-Stop  Caraar  Can Lars 

Total  Budeat  Authority 


FY  1996 

FY  1997 

DiCf«r«nc« 

Conf *i*nci 

Eitlmata 

1906/ 1997 

Action 

Amount 

Amount 

S761.73J.000 

3782.302,000 
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Introduction 

The  public  employment  service  is  a  nationwide  system  operated  by  the 
States  with  a  network  of  over  1,800  local  offices  which  provides  employment 
services  to  individuals  seeking  employment  and  to  employers  seeking  workers. 

Funding  is  provided  to  States  under  a  statutory  formula  based  on  each 
State's  relative  share  of  the  total  civilian  labor  force  and  unemployment.   Of 
the  funds  allotted  by  formula,  90  percent  are  planned  for  use  by  the  States  in 
response  to  State  identified  priorities  for  persons  to  be  served,  the  type  and 
level  of  services  offered,  and  the  intra-state  allocation  of  the  resources. 
The  remaining  ten  percent  of  the  formula  allocated  funds  is  available  to  the 
Governors  for  performance  incentives,  services  to  special  target  groups,  or 
funding  exemplary  projects.   Employment  Service  (ES)  allotments  are  provided 
on  a  program  year  basis,  July  through  June.   States  also  receive  funds  to 
administer  certain  Federal  responsibilities,  including  interstate  job 
clearance  (America's  Job  Bank),  alien  labor  certification,  and  migrant  housing 
inspections.   These  activities  are  funded  on  a  fiscal  year  basis. 

Funds  will  also  be  available  for  competitive  grants  to  States  to  improve 
access  to  employment  and  training  services  by  creating  a  system  of  one-stop 
career  centers.   These  centers  will  provide  their  customers  with  a  common 
point  of  access  to  career  information,  assessment,  labor  market  information, 
and  referral  to  jobs  and  other  training  and  employment  programs  and  related 
services  in  the  community.   Funding  for  this  activity  will  be  on  a  program 
year  basis,  July  through  June. 

Funding  for  Employment  Service  activities  during  the  last  five  years  has 
been  as  follows: 

1992 5923,746,000 

1993 $894 , 596 , 000 

1994 $968,348,000  1/ 

1995 $1,015,290,000  2/ 

1996 $930 , 669 , 000  3/ 


1/   Includes  $50,000,000  for  One-Stop  Career  Centers. 
2/   Includes  $100,000,000  for  One-Stop  Career  Centers. 
3/   Includes  $110,000,000  for  One-Stop  Career  Centers. 
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1997  Budget  Request 

Total  resources  requested  for  ES  formula -funded  allotments  to  States  for 
Program  Year  (PY)  1997  are  $782,302,000.   Benefitting  from  an  on- going 
Employment  Service  revitalization  effort  which  has  engaged  a  number  of 
participating  States,  the  ES  will  remain  responsive  to  changing  labor  market 
conditions  and  needs  in  each  State.   The  Department  will  work  closely  with 
States  to  improve  and  strengthen  the  image  and  performance  of  the  Employment 
Service  as  part  of  its  comprehensive  long-range  workforce  development 
strategy.   For  FY  1997,  the  goal  will  be  to  continue  efforts  to  instill 
throughout  the  Employment  Service,  a  customer- friendly ,  outcome -driven 
approach  to  ensure  high  quality  services  to  all  customers,  i.e.,  job  seekers 
and  employers.   Performance  measures  will  continue  to  emphasize  increased  job 
listings,  job  placements  and  high  levels  of  customer  satisfaction.   The  ES 
role  in  system  building  has  expanded  and  intensified  with  the  award  of  one- 
stop  planning  and  implementation  grants  making  ES  a  cornerstone  of  the  one- 
stop  system. 

The  following  are  projected  employment  service  workload  measures 
supported  by  formula  grants : 

Wagner -Peyser  Program  Statistics 


PY  94         PY  95         PY  96       PY  97 
Actual      Estimate      Estimate    Estimate 


Total  Applicants 18,810,000  18,575,000  16,900,000  16,900,000 

Job  Placements: 

Transactions 3,434,000  3,391,000  3,100,000  3,100,000 

Individuals 2,682.000  2,649,000  2,400,000  2,400,000 

The  FY  1997  agency  request  to  continue  development  of  a  national  One-Stop 
Career  Center  system  is  $150,000,000.   Recognized  by  Congress  as  an  effective 
delivery  system  for  providing  quality  services  and  information  to  America's 
jobseekers  and  employers,  One-Stop  remains  an  important  cornerstone  of  the 
Department's  strategy  as  we  move  to  a  new  workforce  development  system. 

The  Department's  multi-year  investments  in  the  One -Stop  grant  program  are 
designed  to  transform  a  fragmented  array  of  employment  and  training  programs 
into  an  integrated  service  delivery  system.   As  of  February  1996,  a  total  of 
54  States  and  jurisdictions  had  received  One-Stop  Planning  or  Implementation 
grants.   The  One -Stop  grant  program  also  supports  important  research, 
development  and  operational  activities  under  America's  Labor  Market 
Information  System  (ALMIS) .   ALMIS  is  designed  to  provide  all  American  workers 
and  businesses  with  the  information  and  value-added  services  necessary  to 
exercise  informed  choice  in  their  workforce- Related  decisions  and  to 
successfully  compete  in  a  global  economy.   Federal-State  work  in  1997  will 
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result  in  Che  further  expansion  of  America's  Talent  Bank  and  consumer  report 
systems;  significant  improvements  in  the  use  of  UI  wage  records  as  well  as  in 
the  breadth,  accuracy  and  timeliness  of  occupational  forecasts  and  wage 
surveys;  and,  the  continuing  integration  of  emerging  LMI  products  and 
applications  into  One-Stop  operational  settings.   It  is  estimated  that 
$35,000,000  will  be  used  for  ALMIS  in  FY  1997. 

During  1997,  the  Department  will  complete  the  third  year  of 
implementation  funding  for  10  States,  and  the  second  year  of  funding  for  the 
10  States  estimated  to  receive  their  initial  funding  in  1996.   Although  the 
exact  contours  of  the  FY  1997  investment  strategy  will  be  shaped  by  the  final 
FY  1996  funding  level  (and  the  number  of  new  implementation  grants) ,  the 
Department's  1997  investment  strategy  will  also  seek  to  maximize  the  number  of 
new  implementation  grantees.   It  is  anticipated  that  an  additional  nine 
implementation  grants  will  be  awarded  in  1997.   The  grant  management  strategy 
will  be  further  defined  by  the  potential  emergence  of  workforce  development 
legislation  in  the  spring  of  1996. 

The  funds  requested  for  National  Activities  total  $65,876,000.   This 
amount  will  maintain  services  at  the  1996  level  for  these  programs.   These 
funds  will  finance  special  Federal  responsibilities  administered  under 
separate  agreements  with  the  States  and  contracts  with  non-State  entities  to 
enhance  basic  labor  exchange  activities.   Capacity  building  and  technical 
assistance  resources  will  be  focused  on  the  delivery  of  technical  assistance 
developed  under  the  cooperative  agreements  initiated  in  support  of  the 
Employment  Service  Revitalization  in  1994,  and  on  responding  to  priorities  in 
support  of  the  integration  of  ES  into  the  One -stop  Career  Center  system  and 
transition  to  a  new  workforce  development  system. 

The  amount  requested  for  Labor  Certification  including  inflation  totals 
$50,894,000.   Labor  Certification  and  attestation  programs  continue 
initiatives  which  streamline  the  process  and  increase  customer  service.   These 
initiatives  increasingly  use  automation,  reduce  processing  steps,  rely  more  on 
sampling,  and  centralize  functions.   In  1997  SESAs  will  use  a  substantial 
portion  of  available  funding  to  operate  dual  wage  programs  in  preparation  for 
transitioning  to  the  new  BLS/OES  prevailing  wage  system  that  will  improve  the 
accuracy  and  consistency  of  wage  determinations  issued  by  employers  by  the 
SESAs.   The  H-2A  foreign  agricultural  labor  program  plans  to  implement  a 
streamlining  initiative,  saving  time  and  cost  for  both  employers  and 
Federal/State  staff,  while  safeguarding  key  labor  protection.   It  is 
anticipated  that  these  activities  will  create  significant  program  savings  in 
future  years . 

Emphasis  will  placed  on  integrating  Monitor  Advocate  services  into  the 
One -Stop  Career  Center  system  as  part  of  the  process  of  integrating  ES  into 
One -Stop.   The  integration  of  Monitor  advocate  and  other  ES -based  Farmworker 
services  into  the  One-Stop  system  will  be  aided  by  technical  assistance 
resources  developed  under  the  cooperative  agreements  to  be  workforce 
development  system. 

Emphasis  will  continue  on  increasing  the  number  of  jobs  listed  with 
America's  Job  Bank,  through  increased  cooperation  among  states,  new  direct 
employer  services  alternatives  and  partnerships  with  other  job  listing 
services.   America's  Job  Bank  on  the  Internet  will  be  strengthened  through 
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strong  association  with  a  new  national  resume  service,  and  through  the 
development  of  new  products  to  support  labor  market  and  career  decisions. 

During  FY  1997,  development  of  0*NET  (Occupational  Information  Network) 
will  continue  with  the  initiation  of  pilot  projects  with  State  Employment 
Service  Agencies  and/or  One-Stops;  collection  of  new  data;  and  development  and 
refinement  of  additional  0*NET  features.   Also,  the  occupational  analysis  and 
test  development  programs  will  be  transitioned  into  a  consolidated  new  type  of 
organization  to  further  develop,  support  and  implement  0*NET. 

The  Department  is  issuing  a  request  for  proposals  to  create  the  new  0*NET 
organization  by  consolidating  the  occupational  analysis  and  test  development 
programs  into  a  consortium/partnership  of  public,  private  and  academic  sector 
organizations.   A  consortium  of  States  from  among  the  existing  54  State 
Employment  Security  Agencies  (SESAs)  will  comprise  the  new  organization's  core 
functional  unit.   The  total  funds  requested  will  be  used  for  development  of 
the  0*NET  and  the  system,  including  test  development,  to  support  it.   These 
resources  will  also  be  used  by  the  new  organization  to  leverage  resources  from 
the  public  and  private  sector  to  develop,  implement  and  maintain  products  and 
services  supplied  by  the  new  organization. 

Appropriation  language  is  contained  for  FY  1997  to  allow  up  to  $2,000,000 
in  ES  National  Activities  resources  to  be  used  in  contracts  with  non-State 
entities  for  activities  such  as  occupational  analysis,  test  research  and  other 
services  which  benefit  the  Federal -State  employment  service  system  as  a  whole 
when  such  services  are  not  otherwise  available  from  the  States. 

1996 

ES  allotments  to  States  for  Program  Year  1996  are  $761,735,000,  a 
decrease  of  $84,177,000  from  the  prior  year.   Approximately  16.9  million 
applicants  will  apply  for  work  or  employment  related  services  through  the 
public  employment  service  offices.   Of  these,  an  estimated  2.4  million 
individuals  will  be  placed  in  jobs.   Additionally,  individuals  will  receive 
other  services  such  as  counseling,  testing  and  referral  to  jobs. 

Benefitting  from  a  on-going  Employment  Service  revitalization  effort 
which  has  engaged  a  number  of  participating  States,  the  ES  will  remain 
responsive  to  the  changing  labor  market  conditions  and  requirements  in  each 
State.   The  Employment  Service  role  in  system  building  has  expanded  and 
intensified  with  the  award  of  One -Stop  planning  and  implementation  grants. 
While  the  Department's  request  for  ES  is  below  the  1995  level,  the 
consolidation  of  the  workforce  development  system  helps  minimize  the  effects. 
The  resource  request,  however,  permits  the  ES  to  maintain  its  basic  labor 
exchange  and  service  functions,  as  well  as  continue  its  role  in  designing  and 
achieving  One-Stop  service  delivery  requirements  in  each  State.   As  the 
nation's  workforce  delivery  structure  may  be  modified  by  employment  and 
training  reform  legislation,  the  ES  goal  remains  to  install  a  customer- 
friendly,  outcome -driven  approach  to  ensure  high  quality  services. 

The  FY  1996  agency  funding  level  of  $110,000,000  sustains  and  expands  a 
national  One-Stop  Career  Center  system.   The  1996  resources  follow  1994  and 
1995  Departmental  investments  which  stimulate,  build  upon  and  leverage 
existing  State  workforce  development  initiatives.   The  sum  total  of  these 
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investments  complement  and  help  achieve  many  of  the  key  objectives  expressed 
by  the  Administration's  overall  Workforce  Development  strategy.   Based  on 
final  Congressional  appropriation  action,  the  Department  plans  to: 

o  continue  second  and  third  year  "mortgage  payments"  to  the  initial  16 
States  which  have  received  Implementation  grants  in  1994  and  1995; 

o  provide  additional  system-building  resources  through  direct  grants 
and/or  the  competitive  process  to  some  or  all  of  the  38  States  which 
have  received  planning  grants  in  PY  1994  and  PY  1995.   It  is  projected 
that  up  to  10  new  implementation  grants  could  be  awarded  in  PY  1996; 

o  consider  limited  funding  for  a  subset  of  the  currently  funded  local 
learning  laboratories;  and, 

o  maintain  investment  for  product  and  service  development  under  America's 
Labor  Market  Information  System  (ALMIS) . 

The  One-Stop  Career  Centers  will  provide  American  workers  and  employers 
with  information  about  jobs,  their  skill  requirements  and  wages,  job  search 
assistance,  available  training  and  related  services,  and  information  on  the 
quality  of  training  institutions  in  the  local  and  State  labor  markets. 
Counseling,  assessment,  the  taking  of  unemployed  compensation  claims,  and 
other  "core  services"  will  be  provided. 

Through  State  leadership,  these  Centers  will  continue  integrating 
resources  from  various  State  and  Federal  employment  and  training  programs  into 
an  effective,  efficient  and  flexible  system  for  the  provision  of  service. 
Working  with  the  States,  the  Federal  partner  will  assist  in  the  identification 
and  removal  of  administrative  barriers  which  impede  the  delivery  of  services 
to  the  One-Stop  customer. 

The  1996  request  also  supports  the  development  of  products,  services  ai.d 
hardware/software/communications  infrastructure  associated  with  a 
significantly  expanded  and  improved  labor  market  information  (LMI)  program. 
In  1996,  approximately  $33,000,000  will  be  targeted  for:  (1)  development  and 
delivery  of  a  set  of  core  products  and  services  in  each  State;  (2)  on-going 
research  and  development  to  improve  the  quality  of  LMI  available  to  job 
seekers  and  employers,  including  consumer  reports;  and  (3)  creation  of  a 
nation-wide  electronic  exchange  system  which  includes  job  openings  (America's 
Job  Bank  with  affiliated  SESA  job  banks)  and  resumes  (America's  Talent  Bank). 

The  funds  provided  for  National  Activities  total  $58,934,000,  a  net 
decrease  of  $17,444,000  from  the  prior  year.   These  funds  will  finance  special 
Federal  responsibilities  administered  under  separate  agreements  with  the 
States  and  contracts  with  non-State  entities  to  enhance  basic  labor  exchange 
activities.   Capacity  building  and  technical  assistance  resources  will  be 
focused  on  the  delivery  of  technical  assistance  developed  under  the 
cooperative  agreements  initiated  in  support  of  the  Employment  Services 
Revitalization  in  1994.   The  changes  in  funding  requested  consists  of  a 
$10,250,000  decrease  for  the  TJTC  program,  which  expired  on  December  31,  1995 
and  an  across-the-board  funding  reduction  of  $7,194,000  for  Alien 
Certification  and  other  ES  National  activities. 
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In  the  labor  certification  program  and  attestation  programs,  emphasis 
will  be  placed  on  implementing  in  States  the  streamlined  case  processing 
procedures  and  prevailing  wage  methodologies  resulting  from  reengineering 
efforts.   Transitioning  to  the  BLS/OES  prevailing  wage  system  by  October  1997 
will  receive  priority  in  terms  of  funding  and  staff  resources.   Emphasis  will 
continue  on  enhanced  automation  and  more  centralization  of  programs  in  order 
to  use  less  resources  and  increase  the  efficiency  of  these  processes.   Federal 
alien  certification  staff  will  focus  on  training  State  associates  on  the  new 
and  improved  processes  and  conducting  follow-up  activities  to  assure  national 
consistency  in  the  application  procedures. 

Emphasis  will  continue  on  increasing  the  number  of  jobs  listed  with 
America's  Job  Bank  through  automation  enhancements,  Department  of  Defense 
participation  in  defense  conversion  activities,  increased  employer 
satisfaction  and  increased  State  participation  in  the  system. 

Funding  for  capacity  building  and  technical  assistance  is  provided  to 
support  a  major  effort  to  help  States  upgrade  the  image  and  performance  of 
front  line  staff  who  serve  the  public,  and  provide  enhanced  training  and 
technical  assistance  to  States  in  the  collection,  analysis  and  dissemination 
of  the  labor  market  information  data  and  products  developed  through  the 
national  information  system  created  as  part  of  the  Department's  workforce 
development  strategy.   Through  this  technical  support  (together  with  the 
increased  funding  requested  under  the  Training  and  Employment  Services  account 
for  labor  market  information)  expanded  access  will  be  provided  to  such 
information  at  the  locality,  State  and  national  levels  and  disseminated 
throughout  the  country. 

The  initiative  to  develop  0*NET,  a  new  labor  market  and  occupational 
information  tool,  continues.   In  FY  1996  a  common  language,  new  content  and 
data  collection  systems  were  completed  and  testing  initiated.   Requirements 
and  design  of  the  prototype  are  being  finalized  in  preparation  for  piloting 
with  limited  customers  during  the  Summer,  1996.   In  addition,  0*NET  has  been 
adopted  as  the  conceptual  framework  for  new  skills  testing  projects  as  well  as 
revising  existing  test  instruments  such  as  the  GATB. 

Appropriation  language  was  requested  to  increase  to  $2,000,000  in  ES 
National  Activities  resources  to  be  used  for  contracts  with  non-State  entities 
for  occupational  and  test  research  activities  and  other  services  which  benefit 
the  Federal/State  employment  service  system  as  a  whole  when  such  services  are 
not  otherwise  available  from  the  States.   Similar  language  at  a  $1,000,000 
level  was  included  in  the  1995  appropriation. 

1995 

Resources  for  ES  allotments  to  States  for  Program  Year  1995  are 
$838,912,000.   Approximately  18.6  million  applicants  will  apply  for  work  or 
employment  related  services  through  the  public  employment  service  offices.   Of 
these,  an  estimated  2,649,000  individuals  will  receive  direct  job  placements. 
Additionally,  individuals  received  other  services  such  as  counseling,  testing 
and  referral  to  jobs. 

The  Department  continued  its  initiatives  to  improve  and  strengthen  the 
performance  of  the  Employment  Service.   Emphasis  continued  to  instill 
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throughout  the  public  Employment  Service,  a  customer-focused,  outcome -driven 
approach  to  the  delivery  of  high  quality  services  to  all  customers. 

In  1995,  resources  in  the  amount  of  $100,000,000  have  been  made  available 
for  sustaining  and  expanding  the  national  One-Stop  Career  Center  system.   This 
sum  underwrote  the  second  year  funding  of  $22 . 5  million  for  the  original  six 
State  implementation  grantees  (Connecticut,  Massachusetts,  Iowa,  Maryland, 
Wisconsin,  and  Texas),  the  award  of  new  implementation  grants  totaling  $40.5 
million  to  ten  additional  States  (Indiana,  Ohio,  Arizona,  Minnesota,  North 
Carolina,  Louisiana,  New  Jersey,  Kentucky,  Illinois,  and  Missouri),  and  the 
award  of  38  new  planning  and  development  grants  ($4.0  million).   A  total  of 
$33.0  million  was  used  to  fund  projects  and  activities  under  America's  Labor 
Market  Information  System  (ALMIS),  i.e.,  core  LMI  products  and  services,  State 
research  and  development  consortia,  electronic  labor  exchange  (America's  Job 
Bank  and  America's  Talent  Bank),  and  direct  support  for  One-Stop 
Implementation  States. 

The  funds  available  for  National  Activities  total  $76,378,000.   These 
funds  financed  special  Federal  responsibilities  administered  under  separate 
agreements  with  the  States  and  contracts  with  non-Stace  entities  to  enhance 
basic  labor  exchange  activities. 

Teams  which  include  National,  Regional  and  State  staff  have  been  formed 
to  reengineer  alien  labor  certification  processes.   Major  input  and 
recommendations  were  obtained  from  the  States  on  permanent  case  processing  and 
revised  prevailing  wage  methodologies.   To  achieve  more  consistency  among  the 
States  in  case  processing  and  prevailing  wage  determinations,  two  national 
conferences  were  held  to  train  State  Associates.   Implementation  of  a  Federal- 
State  Immigration  Newsletter  also  increased  communications  with  State 
associates.   Emphasis  continued  on  providing  accurate  and  timely  processing  of 
labor  certification  applications  and  prevailing  wage  requests  from  employers. 

Initiatives  to  upgrade  the  Dictionary  of  Occupational  Titles  (DOT)  and 
the  General  Aptitude  Test  Battery  (GATB)  continued  in  FY  1995.   0*NET 
(Occupational  Information  Network)  was  initiated  to  replace  the  DOT  and  to 
provide  a  framework  for  developing  new  tests  to  be  used  in  consort  with  the 
GATB. 

Emphasis  continued  on  increasing  the  number  of  jobs  listed  with  America's 
Job  Bank  through  automation  enhancements,  Department  of  Defense  participation 
in  defense  conversion  activities,  increased  employer  satisfaction  and 
increased  State  participation. 

TAT/Capacity  Building  funds  support  a  major  effort  to  help  States  upgrade 
the  image  and  performance  of  front-line  staff  who  serve  the  public,  and 
provided  enhanced  training  and  technical  assistance  to  States  in  the 
collection,  analysis  and  dissemination  of  the  labor  market  information  data 
and  products  developed  through  the  national  information  system  created  as  part 
of  the  Department's  workforce  development  strategy.   Through  this  technical 
support  (together  with  the  increased  funding  requested  under  the  Training  and 
Employment  Services  account  for  labor  market  information)  expanded  access  is 
being  provided  to  such  information  at  the  locality,  State  and  national  levels 
and  disseminated  throughout  the  country. 
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A  total  of  $1,653,000  was  budgeted  to  fund  the  employment  service  share 
of  State  Employment  Security  Agency  retirement  plans  for  four  States. 
Additionally,  $10,250,000  was  obligated  for  the  Targeted  Jobs  Tax  Credit 
program.   This  funding  was  provided  to  support  the  program  for  the  first 
quarter  of  the  fiscal  year  with  the  program  expiring  December  31,  1994.   These 
funds  were  also  used  to  close  out  the  program. 

Performance  measures  for  the  Employment  Service  for  the  past  five  years 
follows . 

PY  90      PY  91       PY  92       PY  93       PY  94 

Total  Applicants    19,199,456  20,422,902  21,346,336  20,195,029  18,809,907 

Individuals  Placed   2,705,202  2,586,704  2,697,298  2,734,265  2,681,839 
Placed  in  perm,  jobs 

(150+days)        1,655,908  1,824,026  1,908,303  2,013,648  2,046,907 


Changes  for  1997 

Activity  Changes: 

Built-in: 

Inflationary  increase  for  ES  Allotment  to  States +$20,567,000 

Inflationary  increase  for  ES  National  Activities +1,591,000 

Partial  restoration  of  1995  ES  National  Activities +5.351.000 

Total  Built-in +27,509,000 

Net  Program +40,000,000 

One-Stop  Career  Centers 

Proposal:   To  provide  for  an  increase  for  One-Stop  Career  Centers,  including 
continuing  investments  in  America's  Labor  Market  Information  System  (ALMIS). 

Rationale:   These  1997  resources  will  be  used  to  continue  a  multi-year 
Federal-State  effort,  begun  in  1994,  to  implement  a  voluntary  nationwide 
system  of  One-Stop  Centers  and  sustain  the  research  and  development  efforts 
which  have  led  to  products  and  applications  under  ALMIS.   As  of  February  1996, 
the  Department  has  awarded  One -Stop  planning  or  implementation  grants  to  54 
States  or  jurisdictions.   In  1997,  the  Department  will  continue  to  provide 
resources  to  States  entering  their  second  or  third  year  of  implementation 
activities,  and  award  Implementation/workforce  preparedness  grants  to  other 
States. 

Program  Effects:   The  investments  have  salutary  effects  for  our  State  and 
local  partners  by  better  positioning  them  to  discharge  activities  under 
emerging  workforce  development  legislation.   The  investments  serve  the 
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nation's  Job  seekers  and  employers  who  rely  on  the  professional  services  and 
labor  market  information  supplied  in  the  One -Stop  service  setting.   Additional 
governmental  investments  in  the  national  One-Stop  system  will  enable 
individuals  to  access  a  wide  range  of  information  about  the  labor  market, 
careers,  education  and  eligibility  requirements  for  training  providers,  and 
"report  cards"  on  service  providers.   It  is  anticipated  that  an  additional 
nine  Implementation  grants  will  be  awarded  in  1997. 

IS2S:  Estimate:   +S110 .000.000 

Program  Increase:  Estimate:   +S40 . 000 . 000 
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EMPLOYMENT  SERVICE 
ALLOTMENT  TO  STATES 


STATE  TABLES 
$  IN  THOUSANDS 

State             PY  1995  Actual 

Alabama 11,746 

Alaska 8,907 

Arizona 11,471 

Arkansas 6,779 

California 100,003 

Colorado 10,212 

Connecticut 10,129 

Delaware 2,2  89 

District  of  Columbia 4,437 

Florida 39,852 

Georgia 19,317 

Hawaii 3,304 

Idaho 7,421 

Illinois 35,322 

Indiana 16,326 

Iowa 8,052 

Kansas 7,239 

Kentucky 10,265 

Louisiana 12,206 

Maine 4,413 

Maryland 14,802 

Massachusetts 18,993 

Michigan 28,248 

Minnesota 13,147 

Mississippi 7,373 

Missouri 14,959 

Montana 6,065 

Nebraska 7,288 

Nevada 5,895 

New  Hampshire 3,575 

New  Jersey 23  ,  990 

New  Mexico 6»  805 

New  York 52,236 

North  Carolina 18,930 

North  Dakota 6,175 

Ohio 31,429 

Oklahoma 10,454 

Oregon 9,223 

Pennsylvania 34,491 

Puerto  Rico 10,273 


PY  1996  Conference 

Action 

PY  1997    1/ 

10,971 

10,983 

8,085 

8,303 

10,539 

10,913 

6,108 

6,296 

90,414 

92,988 

9,831 

9,770 

9,066 

9,369 

2,077 

2,134 

3,894 

4,044 

35,805 

36,946 

17,735 

18,345 

3,017 

3,080 

6,736 

6,918 

31,608 

32,629 

15,169 

15,515 

7,224 

7,441 

6,513 

6,748 

9,407 

9,555 

11,002 

11,453 

4,006 

4,114 

13,545 

13,809 

16,917 

17,520 

25,200 

26,036 

11,896 

12,226 

6,679 

6,868 

13,799 

13,947 

5,505 

5,654 

6,616 

6,794 

5,351 

5,496 

3,162 

3,284 

21,795 

22,476 

6,177 

6,344 

46,884 

48,395 

17,256 

17,758 

5,605 

5,757 

28,181 

29,013 

9,173 

9,527 

8,295 

8,574 

31,068 

32,007 

9,394 

9,585 
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STATE  TABLES 
S  IN  THOUSANDS 

State  PY  199  5  Actual 

Rhode  Island 3  igg 

South  Carolina 10,780 

South  Dakota 5,708 

Tennessee 14  090 

Texas 54,432 

utah 12,483 

Vermont 2  ,  674 

Virginia 18,332 

Washington 15  950 

West  Virginia 6,533 

Wisconsin 14,741 

Wyoming 4,428 

Guam. 383 

Virgin  Islands 1,614 

Postage 19,544 

Total 838,912 


PY  1996  Conference 

Action 

PY  1997    1/ 

2,827 

2,923 

9,637 

9,952 

5,181 

5,321 

13,567 

13,307 

50,227 

51,367 

11,331 

11,637 

2,427 

2,493 

16,774 

17,345 

15,031 

15,118 

5,930 

6,090 

13,266 

13,683 

4,019 

4,128 

348 

357 

1,465 

1,505 

18,000 

18,462 

761,735 

782,302 

1/  These  preliminary  amounts  are  based  on  current  labor  market  information. 
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ADVANCES  TO  THE  UNEMPLOYMENT  TRUST  FUND  AND  OTHER  FUNDS 
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ADVANCES  TO  THE  UNEMPLOYMENT  TRUST  FUND  AND  OTHER  FUNDS 

For  repayable  advances   to   the  Unemployment  Trust  Fund  as  authorized  by 
sections   905(d)   and  1203   of   the  Social   Security  Act,    as  amended,    and   to   the 
Black  Lung  Disability  Trust  Fund  as  authorized  by  section   9501(c)(1)    of   the 
Internal  Revenue  Code  of  1954,    as  amended;   and  for  nonrepayable  advances   to 
the  Unemployment  Trust  Fund  as  authorized  by  5  U.S.C.    8509,    section   104(d)   of 
Public  Law  102-164,    and  section  5   of  Public  Law  103-6,    and   to   the   "Federal 
unemployment   benefits  and  allowances"   account,    to  remain  available  until 
September  30,    1998,    $373 ,000 ,000 . 

In  addition,    for  making  repayable  advances    to    the  Black  Lung  Disability 
Trust  Fund   in   the  current  fiscal   year  after  September   15,    1997,    for  costs 
incurred  by   the  Black  Lung  Disability  Trust  Fund  in   the  current  fiscal  year, 
such   sums  as  may  be  necessary . 
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ANALYSIS  OF  APPROPRIATION  LANGUAGE 


Language  Provision 


Explanation 


"for  making  repayable  advances 
to  the  Black  Lung  Disability 
Trust  Fund  in  the  current  fiscal 
year  after  September  15,  1997, 
for  costs  incurred  by  the 
Black  Lung  Disability  Trust  Fund 
in  the  current  fiscal  year,  such 
sums  as  may  be  necessary." 


This  provision  gives  limited 
flexibility  to  provide  for 
the  needs  of  the  Black  Lung 
Disability  Trust  Fund  should 
all  of  the  appropriated  funds , 
made  available  for  this  account, 
be  utilized  to  cover  changes  in 
the  economic  situation,  law 
change ,  or  other  legitimate 
reasons  prior  to  the  time  of  the 
need  of  the  Black  Lung 
Disability  Trust  Fund. 
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($  In  Thousands) 
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A.  Appropriation 

Appropriation  (indefinite). 

B.  Gross  Budget  Authority. 
Appropriation  (indefinite) . 

C.  Budget  Authority  Before 

Committee 

Appropriation  (indefinite) . . 

D.  Estimated  obligations... 


FY  1995 

Comparable 

Amount 

$686,000 
308.200 
994,200 

-308,200 

686.000 
308,200 
994.200 


FY  1996  FY  1997 

Conference  Estimate 

Action  Amount 

$369,000  $373,000 


369,000      373,000 


369.000      373.000 


369.000      373.000 


Budget  Authority 
General  Funds 


SUMMARY  OF  CHANGES 
1996 

$369,000 


1997     Net  Change 
$373,000      +$4,000 


General  Funds 
Amount 


Explanation  of  Change: 
Increase: 
Built-in: 

To  provide  for  an  increase  in  the  amount  necessary  for  repayable 

advances  to  the  Black  Lung  Disability  Trust  Fund +$4,000 


Total  Change . 


+4 . 000 
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BUDGET  AUTHORITY  FY  1997  ACTIVITY 
($  In  Thousands) 


Budget  Authority 
applied  to 
General  Funds: 


Advances 

Total  Budget 
Authority. . . . 


FY  1995 

FY  1996 

FY  1997 

Comparable 

Conference 

Estimate 

Change 

Amount 

Action 

Amount 

Amount 

$994,200 


1/ 
$994,200 


$369.000 


$369,000 


$373.000 


$373.000 


+$4.000 


+$4.000 


1/   Included  in  the  1995  amount  is  $308,200,000  realized  by  utilizing  "such  sums" 

appropriation  language,  for  an  indefinite  appropriation  amount  for  the  Black  Lung 
Disability  Trust  Fund. 


BUDGET  AUTHORITY  FY  1997  OBJECT  CLASS 


($  In  Thousands) 


FY  1995 

FY  1996 

FY  1997 

Comparable 

Conference 

Estimate 

Change 

Amount 

Action 

Amount 

Amount 

Advances  (Object  Class 
92) 


$994.200 


$369.000 


$373.000 


+$4.000 


Total,  Budget  Authority 
by  Object 


1/ 
$994,200 


$369,000 


$373,000 


+$4,000 


1/   Included  in  the  1995  amount  is  $308,200,000  realized  by  utilizing  "such  sums" 

appropriation  language,  for  an  indefinite  appropriation  amount  for  the  Black  Lung 
Disability  Trust  Fund. 
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SIGNIFICANT  ITEMS  IN  1996 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES'  REPORTS 


AUTF-5 


Item 

1996  House  Report  (No.  104-209) 

No  specific  actions  recommended. 
1996  Senate  Report  (No.  104-145) 

No  specific  actions  recommended. 
1996  Conference  Report  (No.  104-537) 

No  specific  actions  recommended. 


AMOUNTS  IN  AUTHORIZING  LEGISLATION 
($  In  Thousands) 


Legislation 

Authorizing  legislation  containing 
indefinite  authority 

Section  9501(c)(1)  of  the  Internal 
Revenue  Code  of  1954,  as  amended 
(Black  Lung  Disability  Trust  Fund) 


Budget  Request 


FY  1997 


$369,000 


$373,000 


Section  905(d)  of  the  Social  Security 
Act,  as  amended  (42  U.S.C.  1105(a); 
Section  104(d)  of  Public  Law 
102-164);  and  section  5  of  Public 
Law  103-6 


Parts  I  and  II  Subchapters  B  and  D, 
Chapter  2,  Title  II,  of  the  Trade  Act 
of  1974,  as  amended,  (19  U.S.C.  2101) 
(Federal  Unemployment  Benefits  and 
Allowances) 
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APPROPRIATION  HISTORY 
($  In  Thousands) 

Budget 

Estimates  to  House  Senate 

Congress  Allowance  Allowance     Appropriation 

1987 $413.0001/ 

1988 30,000  $30,000  $30,000          $30,000 

1989 124,000  124,000  124,000          124,000 

1990 33,000  33,000  33,000           33,000 

1991 367,000  328,000  328,000          328,000 

1992 236,990  236,990  236,990          236,990 

1993 665,000  665,000  665,000        4,920,445  2/ 

1994 2,617,400  2,617,400  2,617,400         3,055,400  3/ 

1995 686,000  686,000  686,000          994,200  4/ 

1996 369 , 000  369 , 000  369 , 000 

1997 373,000 


1/  Withdrawn.   FY  1986  carry-over  funds  were  sufficient.  , 

2/   Includes  a  supplemental  for  $4,000,000,000  to  provide  funding  for  the 
extension  of  the  Emergency  Unemployment  Compensation  Act  of  March  1993 
(P.L.  103-6).   Additionally,  $255,445,000  was  advanced  to  the  Black  Lung 
Disability  Trust  Fund  by  using  the  "such  sums  as  may  be  necessary" 
language  included  in  the  appropriation. 

3/   Includes  a  supplemental  of  $61,400,000  which  provided  funding  for  the 
extension  of  the  Emergency  Unemployment  Compensation  Act  of  March  1993 
(P.L.  103-6)  ($31,000,000),  and  for  Advances  to  the  Federal  Unemployment 
Benefits  and  Allowances  appropriation  ($30,400,000).   Additionally, 
$438,000,000  was  advanced  to  the  Black  Lung  Disability  Trust  Fund  by 
using  the  "such  sums  as  may  be  necessary"  language  included  in  the 
appropriation. 

4/   Includes  $308,200,000  advanced  to  the  Black  Lung  Disability  Trust  Fund  by 
using  the  "such  sums  as  may  be  necessary"  language  included  in  the 
appropriation. 
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EMPLOYMENT  AND  TRAINING  ADMINISTRATION 
ADVANCES  TO  THE  UNEMPLOYMENT  TRUST  FUND  AND  OTHER  FUNDS 

JUSTIFICATION 


FY  1996 

Conference 

Action 


FY  1997 
Estimate 

Amount 


Difference 

1996/1997 

Amount 


Total  Budget 
Authority. . 


$369,000,000 
369.000,000 


$373,000,000 
373.000.000 


+$4,000,000 


+4.000.000 


General  Statement 


This  appropriation  provides  general  fund  advances  to  several  trust  and 
general  fund  accounts  for  the  purposes  authorized  under  various  Federal  and 
State  unemployment  compensation  laws  whenever  the  balances  in  such  accounts 
prove  insufficient  or  whenever  reimbursement  of  an  account  for  expended  funds 
is  provided  for  by  law.   The  accounts  are:   the  Extended  Unemployment 
Compensation  Account,  the  Federal  Employees  Compensation  Account  and  the 
Federal  Unemployment  Account,  all  of  which  are  in  the  Unemployment  Trust  Fund; 
the  Black  Lung  Disability  Trust  Fund;  and  the  Federal  Unemployment  Benefits 
and  Allowances  general  fund  appropriation  account. 

The  FY  1997  request  will  provide  advances  to  the  Black  Lung  Disability 
Trust  Fund.   No  advances  will  be  required  for  the  Federal  Employees 
Compensation  Account,  the  Federal  Unemployment  Account  of  the  Unemployment 
Trust  Fund,  the  Extended  Unemployment  Compensation  Account,  or  the  Federal 
Unemployment  Benefits  and  Allowances  general  fund  appropriation.   However,  if 
the  need  should  arise  due  to  unanticipated  changes  in  the  economic  situation, 
advances  will  be  made  to  the  accounts  to  the  extent  they  are  available. 
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ADVANCES 


FY  1996 
Conference 
Amount 

$369,000,000 


FY  1997 

Estimate 

Amount 

$373,000,000 


Difference 
1996/1997 

Amount 

+$4,000,000 


Introduction 

Advances  are  made  when  the  balance  in  any  of  the  several  accounts  is 
insufficient  for  the  payment  of  benefits.   The  account  is  also  used  as  a  vehicle 
to  reimburse  other  accounts  for  expended  funds  which  have  been  directed  to  be 
paid  from  that  source.   Advances  are  made  to  the  Extended  Unemployment 
Compensation  Account  of  the  Unemployment  Trust  Fund  to  pay  the  Federal  share  of 
extended  unemployment  compensation  benefit  programs  and  to  reimburse  the  account 
for  certain  benefits  expended  under  the  Emergency  Unemployment  Compensation  Act 
of  1991  and  the  extension  of  this  act;  to  the  Federal  Unemployment  Account  of 
the  Unemployment  Trust  Fund  to  provide  States  with  repayable  loans  for  the 
purpose  of  paying  regular  and  extended  State  unemployment  compensation  benefits; 
to  the  Federal  Employees  Compensation  Account  of  the  Unemployment  Trust  Fund  to 
provide  for  the  payment  of  unemployment  compensation  benefits  to  former  Federal 
employees,  Postal  Service  employees,  and  ex-servicemembers ;  to  the  Federal 
Unemployment  Benefits  and  Allowances  account  to  meet  requirements  under  various 
Federal  laws;  and  to  the  Black  Lung  Disability  Trust  Fund  for  the  payment  of 
interest. 

Advances  made  to  the  Extended  Unemployment  Compensation  Account  under  the 
provisions  of  the  Emergency  Unemployment  Compensation  Act  of  1991  and  its 
extensions,  the  Federal  Employees  Compensation  Account,  and  the  Federal 
Unemployment  Benefits  and  Allowances  account  are  non-repayable.   Other  advances 
to  the  Extended  Unemployment  Compensation  Account  and  the  Federal  Unemployment 
Account  are  repayable,  with  interest,  to  the  general  fund  of  the  Treasury. 
Advances  made  to  the  Black  Lung  Disability  Trust  Fund  were  repayable  without 
interest  for  1989  and  1990,  but  are  repayable  with  interest  for  1991  and  beyond 
as  a  result  of  the  Consolidated  Omnibus  Reconciliation  Act  of  1985. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 

1992 $   236,990,000 

1993 $4,920,445,000 

1994 $3,055,400,000 

1995 $   994,200,000  1/ 

1996 $   369,000,000 


1/   Includes  "such  sums  as  may  be  necessary"  amount  of  $308,200,000  for  the 
Black  Lung  Disability  Trust  Fund. 

1997  Budeet  Request 

A  total  of  $373,000,000  will  be  available  for  advances  to  the  Black  Lung 
Disability  Trust  Fund.   The  requested  amount  is  required  to  provide  for  loan 
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interest  payments  on  Black  Lung  Trust  Fund  borrowed  amounts. 

Current  estimates  indicate  that  it  will  not  be  necessary  to  advance 
resources  to  any  other  account  covered  through  this  appropriation.   However,  if 
the  need  should  arise  due  to  unanticipated  changes  in  the  economic  situation, 
law  change  or  other  legitimate  reason,  advances  will  be  made  to  the  accounts  to 
the  extent  funds  are  available. 

1996 

It  is  estimated  that  $369,000,000  will  be  advanced  to  the  Black  Lung 
Disability  Trust  Fund.   This  amount  is  needed  to  provide  for  loan  interest 
payments  on  Black  Lung  Disability  Trust  Fund  borrowed  amounts  for  FY  1996. 

Current  estimates  indicate  that  it  will  not  be  necessary  to  advance 
resources  to  any  other  account  covered  through  this  appropriation.   However,  if 
the  need  should  arise  due  to  unanticipated  changes  in  the  economic  situation, 
law  change  or  other  legitimate  reason,  advances  will  be  made  to  the  accounts  to 
the  extent  funds  are  available . 

1995 

A  total  of  $994,200,000  in  advances  were  made  of  which  $573,300,000  in  non- 
repayable advances  was  for  the  Extended  Unemployment  Compensation  Account  to  pay 
benefits  attributable  to  the  extension  of  the  Emergency  Unemployment  Act  (P.L. 
103-6).   A  total  of  $375,100,000  in  repayable  advances  were  made  to  the  Black 
Lung  Disability  Trust  Fund,  of  which  $  308,200,000  was  funded  by  the  "such  sums 
as  may  be  necessary"  language  in  the  appropriation.   In  addition,  $45,800,000 
was  advanced  to  the  Federal  Unemployment  Benefits  and  Allowances  account. 


Changes  for  1997 

Activity  Changes: 

Built-in: 

Advances  to  the  Black  Lung  Disability 

Trust  Fund +$4.000.000 

Total  Built-in +$4,000,000 


25-051  96-23 
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SUMMARY  OF  ADVANCES 
($  In  Thousands) 


FY  1995 
Actual 

Amount 


FY  1996 

Conference 

Action 


FY  1997 

Estimate 

Amount 


Appropriation $686.000 

Total  Budget  Authority 994,200  1/ 

Obligations : 

Black  Lung  Disability  Trust 

Fund 375,100 

Federal  Unemployment  Benefits  and 

Allowances 45  ,  800 

Extended  Unemployment  Compensation 

Account 573  .  300 

Total  Obligations 994  ,  200 


$369.000 
369,000 

369,000 


$373.000 
373,000 


373,000 


1/   Included  in  the  1995  amount  is  $308,200,000  realized  by  utilizing  "such 
sums"  appropriation  language,  for  an  indefinite  appropriation  amount  for 
the  Black  Lung  Disability  Trust  Fund. 
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EMPLOYMENT  AND  TRAINING  ADMINISTRATION 
PROGRAM  OPERATIONS 
For  expenses  of  administering  employment  and   training  programs  and  for 
carrying  out  section  908  of   the  Social  Security  Act,    $84,707,000,    together 
with  not   to   exceed  $40,974,000,    which  may  be  expended  from  the  Employment 
Security  Administration   account   in   the  Unemployment  Trust  Fund.       (8  V.S.C. 
1184;    19  V.S.C.    2271-2321;   20  V.S.C.    6104, 29  V.S.C.    49-491-1,    50,    1501    et 
seq.;    42  V.S.C.    502-504,    1108,    2000-2000d-4 ,    3001    et  seq.;    Immigration  Act  of 
1990,    section  221(a)) . 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 
($  in  thousands) 


PO-3 


1995 

Comparable    1996 1997 

_FTE_   Amount   FTE    Amount   FTE    Amount 

A.  Appropriation 1,022   89,919    923   83,054    892   84,707 

Offsetting  collections  from: 

Reimbursements 11      908      3      235      3      235 

Trust  funds 498   44,929    454   40,793    433   40,974 

Comparative  transfer  to:   State 
Unemployment  Insurance  and 
Employment  Service  Operations,  -777 

B.  Gross  Budget  Authority 1,531   134,979   1,380  124,082   1,328   125,916 

Offsetting  collections  deduction: 

Reimbursements -11     -908   -_3  -235     .3     .235 

C.  Budget  Authority  before 

Committee 1,520   134,071   1,377   123,847   1,325   125,681 

Unobligated  balance  lapsing -51     -194 

D.  Total,  estimated  obligations . 1 ,469   133,877   1,377   123,847   1,325   125,681 
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Budget  authority: 

General  Funds 

Trus  t  Funds 

Total 

Full -Tine  Equivalent: 

General  Funds 

Trust  Funds 

Total 


SUMMARY  OF  CHANGES 
($  in  thousands) 


1996 

1997 

Net 

Change 

$83,054 

$84,707 

+$1,653 

40.793 

40.974 

+181 

123,847 

125,681 

+1,834 

923 

892 

-31 

454 

433 

-21 

1,377 


1,325 


■52 


Trust  Funds 
FTE    Amount 


General  Funds 

FTE     Amount 


Explanation  of  Change: 

Increases : 

A.   Built-in: 

Net  cost  of  with- in  grade 
promotions  effective  in 
1997 

Annualization  of  pay 
increase  effective  in 
January,  1996 

Federal  pay  raise  effective 
January,  1997 

To  reflect  increased  costs 
related  to  contributions 
to  Federal  Employees' 
Compensation  Fund 

To  provide  for  increased  non- 
personnel  service  costs: 

Travel 

Transportation 

Rent 

Communications 

Printing 


+$249 


+221 


+35 

+162 

+12 

+5 


+$620 


+87 

+1 

+399 

+28 

+12 


+$869 


+■666 


+2,374 


+122 
+1 

+561 
+40 
+17 
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Other  services. 


Trust  Funds 

General  Funds 
FTE   '  Amount 

Total 

FTE    Amount 

FTE    Amount 

+27 

+66 

+93 

Purchases  of  goods  and 
services  from 
government  accounts .... 

Operation  and  maintenance 
of  equipment 

Supplies 

Equipment 

Administrative  support 
services  (WCF) 

Subtotal 

B.   Program: 

To  provide  funds  for 
contractor  support  for 
JTPA  closeout  (1996  Base: 
0  FTE;  $0  Budget 
Authority) 


+10 

+11 
+13 
+19 

+55 


+1,613 


+26 

+27 
+33 
+48 

+136 
+3,541 


+36 

+38 
+46 
+67 

+191 
+5,154 


To  provide  additional  travel 
funds  for  transition  to  a 
new  workforce  development 
system  (1996  Base:   0  FTE; 
$4,193  Budget  Authority).. 

To  provide  additional 
training  funds  for 
transition  to  a  new 
workforce  development 
system  (1996  Base:   0  FTE; 
$1,052  Budget  Authority). 


+104 


+500 


+196 


+500 


+300 


Subtotal. 


Total  Increase. 


+69 

+173 

+1,786 


+131 

+827 

+4,368 


+200 
+1,000 
+6,154 
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PO-6 

Trust  Funds    General  Funds       Total 
FTE    Amount   FTE    Amount   FTE    Amount 

Decreases : 

A.   Program: 

To  comply  with  the  reduction 
in  FTE  required  by  P.O. 
103-226  (1996  Base:   1,377 
FTE;  $129,001  Budget 
Authority -21    -1,228   -31    -1,964   -52    -3,192 

To  reduce  administrative 
expenses  as  required  by 
E.O.  12837  (1996  Base: 
0  FTE;  $35,773  Budget 
Authority) -- 

Total  Decrease -21 

Total  Change -21 


-377 

-^=- 

-751 

-^ 

-1,128 

-1.605 

-31 

-2,715 

-52 

-4,320 

+181 

-31 

+1.653 

-52 

+1.834 
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PO-8 

BUDGET  AUTHORITY  BY  OBJECT  CLASS 
($  in  thousands) 

1995  1996 
Comparable    Conference 

Total  number  of  full-time 

permanent  positions 1,520  1,377 

Full-time  equivalent: 

Full-time  permanent 1,485  1,357 

Other 35  20 

Total 1.520  1,377 

Average  ES  salary $111,100  $111,500 

Average  GM/GS  grade 12 . 0  12.0 

Average  GM/GS  salary $51,830  $52,805 

Personnel  compensation: 

Permanent  positions $78,697  $72,912 

Positions  other  than 

permanent 1,465  950 

Other  personnel  compensation    1.314  1 , 131 
Subtotal,  personnel 

compensation 81,476  74,993 

Personnel  benefits 15,415  14,248 

Benefits  for  former  personnel.       45  45 

Travel  and  transportation 

of  persons 4 ,  380  4 ,  071 

Transportation  of  things 68  60 

Rental  payments  to  GSA 12,574  9.900 

Communications,  utilities,  and 

miscellaneous  charges 1,381  1,350 

Printing  and  reproduction 602  550 

Other  services 4 ,  237  3 ,  102 

Purchases  of  goods  and  services 

from  Government  accounts....     9,128  10,421 

Operation  and  maintenance  of 

equipment 2,100  1,274 

Supplies  and  materials 1,369  1,562 


1997 

Estimate 

Change 

1.325 

-52 

1,305 

-52 

20 

-- 

1,325 

-52 

$114,700 

+3,200 

12.0 

-- 

$55,373 

+2,568 

$73,523 


10,352 

1,271 
1,559 


+$611 


985 

+35 

1.132 

+1 

75,640 

+647 

14,351 

+103 

45 

-- 

4,367 

+296 

60 

-- 

10,075 

+175 

1,347 

-3 

549 

-1 

3,797 

+695 

-69 

-3 
-3 
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PO-9 

1995         1996  1997 

Comparable    Conference     Estimate     Change 

Equipment 1,294         2,269        2,266         -3 

Insurance  claims  and 

indemnities 2       2      2         .. 

Total,  budget  authority 

by  object 134,071       123,847      125,681     +1,834 

Working  Capital  Fund 
obligations  included 
above 8,819         9,206        9,138         -68 
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SIGNIFICANT  ITEMS  IN  1996 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES'  REPORTS 


Item  Action  Taken  or  to  Be  Taken 

1996  House  Report  (No.  104-209) 

No  specific  -actions  recommended. 
1996  Senate  Report  (No.  104-145) 

No  specific  actions  recommended. 
1996  Conference  Report  (No.  104-537) 

No  specific  actions  recommended. 
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PO-11 

AMOUNTS  IN  AUTHORIZING  LEGISLATION 
($  in  thousands) 

Legislation  Budget  Request 

1996  1997 

Authorizing  legislation  containing 
Indefinite  authority 

Job  Training  Partnership  Act 
(29  U.S.C.  1501  et.  seq.) 

Older  Americans  Act  of  1965,  as 
amended  (42  U.S.C.  3001  et.  seq.) 

National  Apprenticeship  Act  of  1937 
(29  U.S.C.  50) 

School -to- Work  Opportunities  Act 
(20  U.S.C.  6104) 

Trade  Act  of  1974,  as  amended 
(19  U.S.C.  2271-2321) 

Immigration  and  Nationality  Act,  as 

amended  (8  U.S.C.  1184)  8,227  8,212 

Wagner-Peyser  Act  of  1933,  as 

amended  (29  U.S.C.  49-491-1)  10,874  10,431 

Title  III  of  the  Social  Security 
Act  of  1935,  as  amended 
(42  U.S.C.  502-504)  21,863  22,694 

Title  IX  of  the  Social  Security 

Act  (42  U.S.C.  1108)  200 


$61,559 

$62,435 

356 

380 

16,129 

16,689 

2,208 

2,329 

2,431 

2,511 
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PO-12 

APPROPRIATION  HISTORY 
($  in  thousands) 

Budget 
Estimates  to       House         Senate 

Congress        Allowance       Allowance    Appropriation      FTE 

1987 112,722  112,031  117,804  112,934  1,656 

1988 117,022  120,321  117,882  114,554  1,668 

1989 118,896  118,896  122,044  119,099  1/  1,753 

1990 117,010  117,010  120,010  117,743  2/  1,725 

1991 120,781  124,781  125,781  122,178  3/  1,709 

1992 131,317  128,967  129,231  128,299  4/  1,708 

1993 136,295  132,030  132,358  131,713  5/  1,647 

199A 144,941  139,061  139,061  134,862  6/  1,600 

1995 142,225  141,489  135,349  134,07177  1.469 

1996 147,415  124,479  123,847  123.847  1,377 

1997 125,681  1-325 

1/    Reflects  $1,445  across-the-board  reduction  pursuant  to  P.L.  100-436. 
2/    Reflects  a  reduction  of  $703  pursuant  to  P.L.  99-177. 

3/  Reflects  reductions  of  $3,603  across-the-board  reduction  pursuant  to 
P.L.  101-517,  and  $1,588  pursuant  to  P.L.  99-177. 

4/    Reflects  a  reduction  of  $2,633  pursuant  to  P.L.  102-170.   Excludes 
comparative  transfer  of  $1,154  from  Labor  Management  Services. 

5/    Reflects  $1,057  across-the-board  reduction;  and  a  reduction  of  $10 
in  consultants  pursuant  to  P.L.  102-394. 

6/  Excludes  a  $2,475  comparative  transfer  to  the  Office  of  the  American 
Workplace,  and  a  $846  comparative  transfer  to  the  State  Unemployment 
Insurance  and  Employment  Service  Operations  account. 

7/    Reflects  a  comparative  transfer  of  $777  to  the  State  Unemployment 
Insurance  and  Employment  Service  Operations  account.   Reflects  a 
reduction  of  $196  for  procurement  pursuant  to  P.L.  103-333.   Reflects  a 
reduction  of  $501  pursuant  to  P.L.  104-19. 
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GENERAL  STATEMENT 

This  budget  request  provides  for  the  Federal  administration  of  all 
Employment  and  Training  Administration  (ETA)  programs. 

The  1997  request  provides  funds  for  1,325  full-time  equivalent  (FTE) 
staff  and  $125,681,000.   The  appropriation  contains  both  general  revenues  and 
trust  funds.   The  general  revenue  portion  of  the  appropriation  request 
finances  Federal  staff  and  related  costs  to  administer  the  Job  Training 
Partnership  Act  (JTPA) ,  as  amended;  the  Older  Americans  Act  of  1965,  as 
amended;  the  School- to-Work  Opportunities  Act;  and  the  National  Apprenticeship 
Act  of  1937.   The  Unemployment  Trust  Fund  (UTF)  finances  the  costs  of 
activities  related  to  the  Federal  administration  of  employment  security 
functions  under  Title  III  and  Title  IX  of  the  Social  Security  Act  of  1935,  as 
amended;  the  Wagner -Peyser  Act,  as  amended;  the  Immigration  and  Nationality 
Act,  as  amended;  and  the  Trade  Act  of  1974,  as  amended. 

Last  year,  the  President  proposed  to  overhaul  the  complex  and 
inefficient  structure  of  Federal  job  training  programs  through  the  G.I.  Bill 
for  America's  Workers.   This  proposal  would  consolidate  some  70  job  training 
programs,  including  JTPA,  into  a  single,  integrated  workforce  development 
system.   The  G.I.  Bill  for  America's  Workers  would  make  job  training  programs 
more  effective  by  cutting  bureaucracy  and  streamlining  administration  and 
accountability,  thereby  freeing  States  and  localities  to  focus  on  results 
rather  than  process. 

Congress  is  now  considering  legislation  based  on  the  principles  of  the 
G.I.  Bill.   House  and  Senate  passed  bills  differ,  but  final  legislation  should 
embody  the  President's  vision  of  fostering  individual  opportunity  by:   giving 
workers  the  resources  and  information  they  need  to  make  good  training  choices; 
providing  access  to  employment  services  through  customer- friendly  "One-Stop" 
career  centers;  and  designing  youth  programs  based  on  the  School-to-Work 
Opportunities  Act.   However,  because  the  new  legislation  will  not  take  full 
effect  until  fiscal  1998,  this  budget  proposes  funding  for  the  separate 
programs  that  will  remain  in  effect  until  then. 

ETA  has  already  begun  planning  for  closeout  of  JTPA  programs.   Since 
Governors  have  primary  responsibility  for  operating  most  JTPA  programs,  States 
will  be  responsible  for  closing  out  local  level  grants.   ETA  plans  to  provide 
training  and  technical  assistance  to  States  on  the  requirements  for  closing 
out  and  shutting  down  JTPA  programs,  once  new  workforce  development 
legislation  in  enacted,  which  is  expected  during  1996.   ETA  is  requesting  an 
additional  $500,000  to  provide  this  assistance. 

At  the  same  time  JTPA  is  being  closed  out,  ETA  is  planning  for 
transition  to  and  implementation  of  the  new  workforce  development  system. 
Phase- in  activities  will  impact  not  only  ETA,  but  also  State  and  local  area 
service  providers.   ETA  will  implement  a  collaborative  process  for  development 
of  rules,  regulations,  and  performance  measures  for  the  new  workforce 
development  system.   ETA  is  requesting  an  additional  $300,000  to  provide 
training  and  technical  assistance  to  States  on  the  requirements  of  the  new 
system. 
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PO-15 

Simultaneously,  ETA  is  preparing  to  reorganize  along  the  lines  of  the 
new  workforce  development  system.   ETA  staff  will  be  prepared  for  the  agency's 
new  mission  by  building  core  content  and  technical  competencies  through 
identifying  1)  the  skills  needed  for  the  future,  2)  the  current  skills  of  ETA 
staff,  and  3)  the  gaps  and  how  to  fill  them.   ETA  will  also  implement 
Operation  Soft  Landing,  transition  assistance  specifically  tailored  to  helping 
ETA  employees  through  restructuring.   ETA  is  requesting  $200,000  to  provide  a 
full  complement  of  on-the-job,  distance  learning  and  classroom  training  to 
retrain  ETA's  workforce. 

ETA  continues  to  reduce  administrative  overhead  positions  and  the 
streamlining  and  reinvention  efforts  begun  in  1994.   The  reduction  from  1996 
is  52  FTE.   ETA  will  continue  to  reduce  its  control  positions  and  increase  the 
number  of  positions  in  front-line  activities.   This  will  be  accomplished 
through  a  combination  of  increased  efficiency  and  continued  decentralization 
of  certain  support  functions.   It  is  important  to  note  that  ETA's  1997  FTE 
request  of  1,325  is  248  FTE  below  the  Agency's  1997  streamlining  goal  of  1,573 
FTE.   Since  1993,  ETA  has  reduced  staff  by  nearly  20%,  from  an  authorized 
level  of  1,647  to  1,325  requested  for  1997. 

The  ETA  Management  Team  continues  to  be  committed  to  fulfilling  the 
Agency's  goals  and  objectives  in  a  manner  that  ensures  responsiveness  and 
accountability  for  the  provision  of  high-quality  service  to  ETA's  State  and 
local  partners  and  to  America's  workers  and  employers. 
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ADULT  EMPLOYMENT  AND  TRAINING 


1996  1997  Difference 

Conference  Action  Estimate 1996/1997 

FTE      Amount  FTE      Amount  FTE     Amour 


313   $27,902,000  299   $28,445,000  -14   +$543,000 


Introduction 

This  budget  activity  finances  staff  for  leadership,  policy  direction  and 
administration  for  job  training  and  employment  assistance  for  disadvantaged 
adults  and  dislocated  workers,  including  the  JTPA  Title  II -A  Adult  Training 
Grants  program;  the  JTPA  Title  III  dislocated  worker  assistance  program;  the 
Trade  Adjustment  Assistance  program;  national  employment  and  training  programs 
for  special  targeted  groups  including  Native  Americans,  Migrant  and  Seasonal 
Farmworkers  and  Older  Americans;  and  related  program  administration  and 
support  activities. 

This  budget  activity  finances  a  portion  of  the  activities  of  the  Office 
of  Job  Training  Programs  (staff  working  with  disadvantaged  adults  and  special 
targeted  groups)  and  the  Office  of  Work-Based  Learning  (staff  working  with 
dislocated  workers) .   It  finances  a  portion  of  the  Office  of  Regional 
Management  and  a  portion  of  the  Office  of  Financial  and  Administrative 
Management  (OFAM) .   In  administering  programs  serving  adults,  the  National 
Office  and  Regional  Offices  work  jointly  and  with  State  and  local  service 
providers  to  ensure  that  the  programs  are  operated  effectively  and 
efficiently. 

The  JTPA  Title  II -A  Adult  Training  Grants  program  is  administered  by  the 
Office  of  Job  Training  Programs  (OJTP) .   The  program  provides  training  and 
services  for  the  economically  disadvantaged  and  others  who  face  significant 
employment  barriers.   Training  and  supportive  services  are  designed  to  provide 
these  individuals  with  marketable  skills  leading  to  productive  unsubsidized 
employment  in  the  private  sector.   OJTP  staff  develop  policy  guidance  and 
provide  policy  and  technical  direction  to  State  and  local  program 
administrators.   OJTP  staff  also  provide  technical  assistance  and  training  on 
best  practices,  program  design  and  implementation  and  strategies  for  effective 
program  delivery.   Regional  staff  conduct  on-site  reviews  and  provide 
technical  assistance  to  States  and  service  delivery  areas  (SDAs) . 

The  JTPA  Title  III  dislocated  worker  assistance  program  provides 
employment  and  training  for  workers  who  lose  their  jobs  in  mass  layoffs  or 
plant  closings,  and  others  who  have  been  laid  off  and  are  unlikely  to  return 
to  their  jobs.   The  program  is  administered  within  ETA  by  the  Office  of  Work- 
Based  Learning  (0WBL) .   0WBL  provides  leadership,  policy  direction  and 
administration  with  respect  to  Title  III  programs.   Regional  staff  conduct  on- 
site  reviews  and  provide  technical  assistance  to  States  and  SDAs. 
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OWBL  supports  and  participates  in  the  activities  of  the  Enterprise,  a 
unique  partnership  among  the  local,  State  and  federal  levels  of  the  system, 
led  by  an  Enterprise  Council  comprised  of  representatives  of  each  level  of 
government.   Enterprise  activities  provide  innovative  strategies  designed  to 
improve  the  quality  of  services  provided  to  customers  of  the  workforce 
development  system.   The  Enterprise  provides  training  and  technical  assistance 
to  members  and  to  "Pioneers",  state  and  local  organizations  which  are  not  yet 
able  to  meet  the  standards  for  Enterprise  membership. 

OWBL  is  responsible  for  policy  direction  and  implementation  of  One-Stop 
and  Labor  Market  Information  activities  which  are  operated  from  the  Employment 
Security  activity.   Within  OWBL,  the  Trade  Adjustment  Assistance  (TAA)  program 
determines  worker  eligibility  for  the  payment  of  trade  adjustment  assistance 
benefits,  training  and  job  search  and  relocation  allowances  to  workers  who 
have  been  adversely  affected  by  increased  imports  or  the  North  American  Free 
Trade  Agreement  (NAFTA).   National  Office  staff  conduct  fact-finding 
investigations  and  issue  certifications  in  response  to  worker  petitions  for 
TAA.   Regional  staff  assist  in  fact-finding  investigations. 

National  employment  and  training  programs  for  special  targeted  groups 
include  grants  and  contracts  in  partnership  with  operators  of  the  Native 
American,  farmworker,  older  workers,  and  people  with  disabilities  programs. 
The  goal  of  these  programs,  which  are  administered  by  OJTP,  is  to  alleviate 
the  chronic  unemployment  and  underemployment  experienced  by  these  groups. 
OJTP  staff  conduct  on-site  monitoring  and  technical  assistance  and  review 
grantee  plans  and  reports. 

This  activity  also  finances  a  portion  of  the  activities  of  the  Office 
of  Financial  and  Administrative  Management  (OFAM) ,  which  provides  financial 
and  administrative  support  to  the  entire  Agency  (offices  and  programs) ,  as 
described  in  this  budget  request.   Through  its  five  major  components,  OFAM 
performs  financial  management,  budget  formulation  and  execution,  accounting, 
grants  and  contract  management  and  oversight.   Staff  review  and  administer 
grant  and  contract  awards,  resolve  audits  and  process  debarment  and  suspension 
actions.   OFAM  also  supports  and  maintains  the  technology  and  human  resource 
functions  of  the  Agency.  /" 

Funding  and  FTE  for  this  activity  during  the  last  five  years  have  been 
as  follows: 


1992. 
1993. 
1994. 
1995. 
1996. 


Funding 

FTE 

$29,154,000 

395 

$30,695,000 

381 

$30,826,000 

382 

$30,221,000 

347 

$27,902,000 

313 
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1997  Budget  Request 

As  ETA  moves  to  an  Improved  workforce  development  system,  staff  will 
provide  leadership,  policy  direction,  and  administration  for  the  new  system 
which  will  continue  to  provide  training  and  employment  assistance  to 
unemployed  and  low-  income  job  seekers.   Staff  will  provide  technical 
assistance  to  promote  high  quality,  customer-driven,  outcome-based  services. 
This  new  environment  will  stress  reducing  administrative  barriers  and 
providing  for  informed  customer  choice.   Additionally,  staff  will  focus  on 
important  transition  activities,  such  as  closeout,  training,  simplified 
rulemaking  and  consulting  with  States  and  localities.   ETA  also  intends  to 
continue  its  emphasis  on  quality  initiatives  such  as  Simply  Better!  and  the 
Enterprise.   As  a  result  of  reduced  FTE  levels,  these  efforts  will  be 
supported  by  an  increased  utilization  of  automation  technologies  to 
disseminate  technical  assistance  materials  and  information  to  our  partners  and 
customers . 

ETA  will  continue  efforts  to  streamline  and  clarify  program  and 
administrative  requirements.   At  the  same  time,  policy  formulation  function 
will  be  maintained.   Special  emphasis  will  be  placed  on  processing  waiver 
requests,  grant  management  responsibilities,  and  expeditious  policy  responses. 
Staff  will  be  shifted  to  undertake  an  expanded  role  to  provide  program 
incentives  to  States  and  localities  to  adopt  successful  and  effective  program 
designs.   Title  II  performance  will  be  enhanced  through  extensive  capacity 
building  partnering  with  the  Department  of  Health  and  Human  Services,  the 
Department  of  Education  and  other  Federal  agencies  to  streamline  and  simplify 
administrative  and  operational  requirements,  and  to  provide  maximum 
flexibility  at  the  State  and  local  levels. 

Dislocated  worker  operations  encompass  over  $1  billion  in  block  grants 
to  the  50  States,  the  District  of  Columbia  and  Puerto  Rico  which  in  turn 
administer  programs  in  over  620  substate  areas.   Federal  responsibilities 
include:   (1)  coordination,  policy  guidance  and  technical  assistance  with  and 
for  the  State  and  local  managers;  (2)  monitoring  State  spending  and 
reallotting  unexpended  funds  as  required  by  statute;  (3)  and  reviewing  the 
biennial  plans  prepared  by  each  State  describing  their  efforts  to  provide 
early  intervention  and  quality  services  for  workers  who  have  been  permanently 
separated  from  their  jobs;  and  (4)  serving  as  the  principal  federal  contact 
for  information  about  the  Worker  Adjustment  and  Retraining  Notification  (WARN) 
Act.   Staff  will  continue  to  work  with  the  Enterprise  Council  to  increase 
customer  satisfaction  and  improve  program  delivery. 

ETA  is  also  responsible  for  the  Federal  management  and  oversight  of  the 
National  Reserve  Account  (NRA)  portion  of  the  funds  appropriated  under  Title 
III  of  JTPA.   This  includes  efforts  to  coordinate  and  integrate  the  Title  III 
programs  responding  to  layoffs  associated  with  defense,  clean  air,  NAFTA,  and 
disasters,  with  the  on-going  management  of  300  multi-year  projects  responding 
to  plant  closures  and  mass  layoffs.   Oversight  responsibilities  continue  for 
the  almost  $225  million  in  grants  which  have  been  previously  awarded  with 
funds  transferred  from  the  Department  of  Defense  to  assist  workers  being  laid 
off  as  a  result  of  defense  downsizing.   The  National  Reserve  effort  for  1997 
also  includes  oversight  of  national  capacity  building  and  technical  assistance 
efforts  linked  to  measurable  improvements  in  program  performance,  management 
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of  a  $25  million  demonstration  program  to  test  and  evaluate  innovative 
responses  to  worker  dislocation,  as  well  as  reviewing  and  responding  to  more 
than  300  new  proposals  for  assistance  that  are  submitted  each  year. 

In  1997,  TAA  staff  will  continue  to  make  determinations  on  both  regular 
TAA  and  NAFTA-TAA  petitions.   Anticipated  caseloads  are  approximately  1,800 
regular  TAA  investigations  and  500  NAFTA-TAA  cases.   TAA  staff  will  also 
continue  their  focus  on  evaluation  and  oversight  of  the  delivery  of  effective 
reemployment  services  to  trade -impacted  workers.   This  emphasis  on  the 
delivery  of  services  to  customers  will  be  achieved  without  additional  FTE  but, 
rather,  by  continued  improvement  in  the  TAA  and  NAFTA-TAA  work  processes. 

Regional  Offices  will  work  with  and  provide  assistance  to  the  States  in 
their  transition  to  new,  integrated  work  force  development  systems.   With 
fewer  Federal  staff  resources  available  for  adult  programs,  efforts  will  be 
focused  on  encouraging  collaboration  at  all  levels  and  in  all  phases  of  the 
development,  implementation  and  evaluation  of  employment  and  training  systems. 
Regions  will  work  with  the  States  to  help  them  make  the  most  effective  use  of 
resources  through  the  improvement  of  program  outcomes  and  the  quality  of 
services  to  participants,  focusing  on  continuous  improvement.   The  Regions 
will  work  with  the  States  to  reach  out  to  other  human  resource  stake  holders 
to  secure  their  participation  in  the  decision  making  process.   Regions  will 
continue  to  participate  with  their  State  and  local  partners  in  the  development 
of  continuous  improvement  instruments  and  to  provide  assistance  in  using  these 
instruments  to  understand  and  meet  customer  needs;  change  processes  to  improve 
the  quality  of  services;  measure  performance  results;  and  use  this  information 
to  pinpoint  problems  and  develop  program  improvements. 

With  respect  to  displaced  worker  programs  under  JTPA  Title  III,  Regions 
will  play  a  greater  role  in  designing,  implementing,  learning  from  and  using 
the  findings  from  demonstration  projects.   Regions  will  increase  monitoring  of 
NRA  grants,  working  with  States  on  plans  to  strengthen  program  operations  and 
improve  program  outcomes.   Special  emphasis  will  be  focused  on  programs  to 
assist  workers  displaced  due  to  base  closings  and  federal  reductions  in  force. 

OFAM  will  continue  to  provide  procurement  support  on  a  national,  state 
and  local  level.   Oversight  will  focus  on  program  performance,  grant  financial 
management,  procurement  and  other  fiscal  integrity  issues.   OFAM  will  also 
test  Alternative  Dispute  Resolution  techniques  other  than  mediation  in  the 
disputes  resolution  process.   All  new  network  systems  applications  development 
and  all  major  rewrites  of  existing  systems  will  be  adapted  to  the  Windows 
environment.   ETA  will  move  into  full  implementation  of  Operation  Soft  Landing 
-  transition  assistance  specifically  tailored  to  helping  employees  through 
restructuring  of  ETA.   A  full  complement  of  on-the-job,  distance  learning  and 
classroom  training  will  be  available  to  retrain  ETA's  workforce. 

The  1997  budget  includes  an  increase  of  $1,000,000  for  the  Program 
Operations  account  for  closeout  of  the  Job  Training  Partnership  Act  and 
transition  to  a  new  workforce  development  system.   Of  that  amount,  $464,000  is 
requested  for  this  budget  activity.   These  resources  are  needed  to  contract 
for  initial  closeout  activities  of  JTPA,  training  of  contract  and  Federal 
staff  in  closeout  activities  and  travel  for  Federal  staff  related  to 
transition  activities. 
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1996 

ETA  is  continuing  active  consultation  with  its  customers,  partners,  and 
stakeholders  with  respect  to  the  process  for  direction  and  improvement  of  the 
job  training  system  for  adults  (Title  II-A).   In  1996,  ETA  is  focusing  on 
enhancing  its  program  technical  assistance  and  training  efforts  in  three 
directions.   First,  it  is  continuing  efforts  to  develop  specific  training 
materials  and  programs  to  develop  staff  expertise.   Second,  OJTP  is 
identifying,  expanding  and  replicating  successful  program  strategies  and 
approaches  in  an  effort  to  close  the  performance  gap  between  effective  State 
and  local  programs  and  poorly  performing  programs.   Finally,  ETA  is 
facilitating  the  implementation  of  methodologies  for  benchmarking  and 
continuous  program  improvement,  through  such  quality  initiatives  as  Simply 
Better!  and  Enterprise.   Staff  continue  to  provide  guidance  and  technical 
assistance  to  the  JTPA  system  on  the  integration  of  these  programs  with 
School-to-Work  activities  and  One-Stop  career  centers. 

Special  emphasis  will  be  placed  on  processing  waiver  requests,  grant 
management  responsibilities,  and  expeditious  policy  responses.   Staff  will  be 
shifted  to  undertake  an  expanded  role  in  providing  program  incentives  to 
States  and  localities  to  adopt  successful  and  effective  program  designs. 
Title  II  performance  is  being  enhanced  through  extensive  capacity  building 
partnering  with  HHS ,  ED,  and  other  Federal  agencies  to  streamline  and  simplify 
administrative  and  operational  requirements  and  to  provide  maximum  flexibility 
at  the  State  and  local  levels. 

ETA  continues  to  provide  leadership,  policy  direction  and  administration 
of  dislocated  worker  assistance  programs  by  reinventing  the  Title  III  national 
reserve  account  application  process  with  our  State  and  local  partners.   Staff 
continue  to  work  with  the  Enterprise  Council  and  Pioneers  to  increase  customer 
satisfaction  and  improve  program  delivery. 

ETA  continues  to  provide  coordination,  policy  guidance  and  technical 
assistance  to  the  States,  the  District  of  Columbia  and  Puerto  Rico  as  they 
administer  nearly  $1  billion  in  block  grants  for  dislocated  worker  operations 
being  carried  out  in  more  than  620  substate  areas.   Federal  staff  monitor 
state  spending  and  the  reallotting  of  unexpended  funds  as  required  by  statute 
and  review  biennial  plans  which  describe  state  efforts  to  provide  early 
intervention  and  quality  services  for  workers  who  have  been  permanently 
separated  from  their  jobs. 

Within  reduced  staffing  levels,  regions  are  focusing  priority  on  working 
with  the  States  in  their  transition  to  new  workforce  development  systems  and 
on  building  reemployment  systems  in  each  State.  This  includes  assuring 
coordination  between  ES  and  JTPA  Title  III  for  the  provision  of  reemployment 
and  retraining  services  to  dislocated  workers  profiled  by  the  UI  program  and 
the  fostering  of  coordination  with  State  One-Stop  systems.   Some  staff  time  is 
also  being  devoted  to  oversight  and  provision  of  technical  assistance, 
including  on-site  assistance,  to  improve  program  quality  and  effectiveness  and 
to  improve  customer  services  in  the  JTPA  Title  III  dislocated  worker 
retraining  and  the  adult  disadvantaged  Title  IIA  JTPA  programs.   Resources  are 
also  being  dedicated  to  dissemination  and  replication  of  exemplary  systems  and 
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innovative  strategies,  and  on  technical  assistance  efforts  at  the  local 
service  delivery  level. 

Oversight  is  being  directed  to  such  integrity  areas  as  financial/cash 
management,  and  MIS  design.   Technical  assistance  continues  to  be  provided  to 
the  dislocated  worker  formula  and  discretionary  grant  programs,  including 
regular  NRA  funded  projects  and  Clean  Air,  Defense  Conversion  and  Defense 
Diversification  grants,  and  coordinating  ETA  programs  with  Federal  agencies 
implementing  reduction  in  force  procedures  and  military  base  closings. 

ETA  staff  continue  to  conduct  fact-finding  trips  and  issue 
determinations  on  regular  TAA  petitions.   Projected  input  is  about  1,400 
petitions,  for  which  more  than  90  percent  of  decisions  will  be  issued  within 
60  days  of  submission  (compared  to  a  51  percent  rate  in  1994) .   This  increase 
in  productivity  has  been  achieved  without  additional  FTE,  but  rather  through 
reengineering  the  certification  process  and  through  restructuring.   Semi- 
autonomous  work  groups  have  been  created  to  focus  on  investigations  and 
certifications,  regional  and  State  operations,  and  the  design  and  operation  of 
a  Management  Information  System  (MIS).   In  addition  to  regular  TAA  fact- 
finding, TAA  staff  will  process  approximately  350  NAFTA-TAA  petitions.   More 
than  90  percent  of  the  determinations  are  being  made  within  the  40-day  time 
frame  prescribed  in  the  NAFTA  Implementing  Legislation.   The  reengineering  of 
the  investigative  process  has  not  only  reduced  the  turnaround  time  on 
determinations,  but  has  also  enabled  OWBL  to  reallocate  staff  to  strengthen 
program  management  as  it  relates  to  regional  and  State  operations  and  to  the 
design  and  operation  of  an  effective  MIS.   As  a  result,  program  operations 
have  been  enhanced  in  the  areas  of  oversight,  tracking  outcomes,  and 
reporting. 

Contract  and  grant  award  and  administration  services  continue  in  OFAM. 
Emphasis  is  being  placed  on  finding  ways  to  encourage  future  compliance  by 
grantees  that  will  also  result  in  fewer  cases  appealed  and  shorter 
administrative  appeals/litigation  periods.   Efforts  are  focused  on  the  actions 
required  to  coordinate  the  closeout  of  JTPA  programs  and  the 
design/development  of  a  grants  management  system  that  will  ensure  fiscal 
integrity  under  a  new  program.   Steps  are  being  taken  to  begin  the  process  of 
consolidating  office  space  and  have  staff  share  common  facilities.   A  new 
network  operating  system  is  being  installed  and  Windows  is  being  installed  in 
the  ETA  National  Office.   OFAM  is  also  developing  a  new  performance  appraisal 
and  award  system  for  bargaining  unit  and  other  non-managerial  employees. 

1995 

In  Title  II-A,  priorities  emphasized  the  responsibilities  that  focused 
on  opportunities  for  Americans  to  obtain  first  jobs  and  new  jobs.   These 
included:   policy  guidance  and  direction  to  the  JTPA  system;  follow-up 
training  and  evaluation  of  technical  assistance  efforts;  coordination  of 
business  and  community-based  organizations'  support;  expanded  interagency 
coordination  with  other  Federal  agencies,  including  the  Departments  of  Health 
and  Human  Services,  Housing  and  Urban  Development,  Agriculture,  Education  and 
Justice,  on  major  initiatives;  leadership  and  participation  in  the  welfare 
reform  efforts;  full  development  of  an  integrated  technical  assistance  system 
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for  all  training  and  employment  programs,  including  JTPA  programs;  and 
streamlined  and  consolidated  guidance  on  State  planning. 

In  1995  ETA  carried  out  Federal  responsibilities  under  Title  III  of  the 
Job  Training 'Partnership  Act  and  responded  to  inquiries  regarding  the  Worker 
Adjustment  and  Retraining  Notification  (WARN)  Act.   Federal  staff  provided 
policy  guidance  and  technical  assistance  to  States  as  they  implemented  worker 
profiling  and  provided  reemployment  services  to  35  percent  more  permanently 
displaced  workers  than  in  the  prior  program  year.   ETA  administered  more  than 
$223  million  in  grants  from  the  Secretary's  National  Reserve  Account  to 
respond  to  plant  closures  and  mass  layoffs,  provided  oversight  of  more  than 
200  ongoing  NRA  projects  and  analyzed  and  awarded  grants  for  another  100  new 
projects   ETA  provided  staff  support  for  the  Federal-State-Local  Enterprise 
Council  which  coordinated  system  efforts  to  improve  overall  program 
performance  and  increase  customer  satisfaction. 

Regions  focused  major  emphasis  on  the  building  of  a  reemployment  system 
to  provide  worker  readjustment  services  to  dislocated  workers.   Regional  staff 
focused  on  assisting  State  and  local  delivery  systems  in  implementing  a  worker 
profiling  and  reemployment  services  system  for  dislocated  workers  referred 
from  UI  profiling.   Special  attention  was  also  given  to  the  provision  of 
technical  assistance  and  training  to  improve  the  effectiveness  and  efficiency 
of  the  dislocated  worker  program,  including  oversight  of  regular  NRA  grants 
and  Clean  Air,  Defense  Conversion  and  Defense  Diversification  grants.   The 
regions  worked  with  States  and  local  areas  to  provide  assistance  to  workers 
impacted  by  military  base  closings. 

Regional  Offices  continued  to  follow-up  on  the  implementation  of  the 
JTPA  amendments,  including  technical  assistance  to  improve  program  quality  and 
in  integrity  areas  such  as  financial/cash  management,  audit  resolution,  MIS 
design,  and  procurement. 

Within  OFAM,  grant  and  contract  activities  continued  to  increase. 
Efforts  were  made  to  further  streamline  the  procurement  process.   OFAM  worked 
to  ensure  the  fiscal  integrity  of  the  grants  management  process  through  the 
development  of  policies  and  systems  and  the  provision  of  technical  assistance 
as  well  as  financial  management  training.   ETA  developed  and  began  the 
implementation  of  an  overall  space  plan  for  its  national  office  components  in 
order  to  consolidate  space  and  reduce  rental  costs.   OFAM  initiated  a  new 
electronic  mail  system  and  implemented  a  pilot  to  improve  network  links  to 
Regional  Offices.   ETA  upgraded  word  processing  capacity  and  began  replacing 
obsolete  hardware  to  begin  conversion  to  a  Windows-based  software  environment. 
OFAM  implemented  a  new  performance  appraisal  and  awards  systems  for  managers 
and  supervisors  and  a  new  Employee  Recognition  Program. 
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Changes  in  1997 

Activity  Changes : 

Built-in: 

Within-grades  and  promotions $199,000 

Annual izat ion  of  pay  increase  effective  January,  1996  154,000 

Pay  increase  effective  January,  1997 547^000 

Federal  Employees'  Compensation  Fund 6,000 

Travel.  .  .  _ [  25^000 

Rent-  •  •  • 138,000 

Communications a.  000 

Printing \  2^000 

Other  services 19  qqq 

Purchases  of  goods  and  services  from  government  accounts 46 ,  000 

Operation  and  maintenance  of  equipment 10  000 

Supplies 11  [  000 

Equipment  13,000 

Total  Built-in:  $1,179,000 

FTE 

Net  Program  -$636,000 


FTE. 
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Preparing  for  Closeout  of  JTPA 

Proposal:   To  provide  technical  assistance  and  training  to  States  in  closing 
out  the  Job  Training  Partnership  Act. 

Rationale:   The  workforce  development  legislation  currently  being  deliberated 
by  Congress  provides  for  the  elimination  of  programs  administered  under  JTPA. 
Since  States  will  be  responsible  for  closing  out  local  level  grants,  it  will 
be  necessary  for  ETA  to  provide  technical  assistance  and  training  to  States  in 
preparing  for  the  closeout  process.   Requested  amounts  will  be  used  for 
contractor  support. 

Program  Effects:   The  timely  and  efficient  closeout  of  JTPA  is  vital  to  the 
ability  of  ETA,  States  and  service  providers  to  smoothly  and  effectively 
transition  into  new  responsibilities  under  the  workforce  development 
initiatives . 

Base: 

FTE-        —  Estimate:   -- 

Program  Increase: 

FTE:   —  Estimate:   +$350.000 
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Workforce  Development  System  Implementation 

Proposal:   To  provide  technical  assistance  and  training  to  States  In 
transition  to  the  new  workforce  development  system. 

Rationale :   The  workforce  development  legislation  currently  being  deliberated 
by  Congress  will  create  new  and  different  responsibilities  for  States  and 
local  service  providers.   It  will  be  necessary  for  ETA  to  provide  technical 
assistance  and  training  to  States  in  the  implementation  of  rules,  regulations 
and  performance  measures  for  the  new  consolidated  system.   Requested  funds 
will  be  used  for  travel  for  Federal  staff. 

Program  Effects :   The  timely  implementation  of  the  new  workforce  development 
system  is  vital  to  its  effectiveness  and  to  the  ability  of  ETA,  the  States  and 
local  service  providers  to  fulfill  their  respective  responsibilities. 

Base: 

FTE:    ii  Estimate:   S861.000 

Program  Increase: 

FTE:  Estimate:   +S69.000 


Federal  Staff  Training 

Proposal:   To  provide  additional  funds  for  training  of  Federal  staff. 

Rationale:   ETA  is  planning  a  major  reorganization  to  coincide  with  the 
implementation  of  the  new  workforce  development  system.   Requested  funds  will 
be  used  to  provide  skills  assessments,  transition  assistance  and  retraining 
for  ETA  in  skills  necessary  for  fulfillment  of  Federal  responsibilities  under 
the  workforce  development  system. 

Program  Effects:   Ensuring  that  ETA  staff  are  provided  with  mission-specific 
skills  necessary  for  implementation  of  the  workforce  development  system  as 
well  as  knowledges  related  to  career  transition  is  an  essential  element  of  the 
agency's  ability  to  effectively  fulfill  its  new  responsibilities  under  the  new 
system. 

Base: 

FTE:    zs.  Estimate:   S253.000 

Program  Increase: 

FTE:  Estimate:   +S45.000 
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Streamlining 

Proposal :   A  decrease  of  14  FTE  representing  the  activity's  1997  portion  of 
the  Government -wide  FTE  reduction. 

Rationale:   To  comply  with  the  reduction  in  FTE  required  by  P.L.  103-226. 

Program  Effects:   None.   The  reduction  of  14  FTE  will  be  absorbed  through 
increased  efficiency  in  staff  utilization,  increased  use  of  automation  and  the 
elimination  of  unnecessary  work  processes  and  reports. 

Base : 

FTE:   313  Estimate:   S29.081.000 

Program  Decrease: 

FTE:    ^1U  Estimate:     -$850.000 

Administrative  Expense  Reduction 

Proposal :   To  reduce  administrative  expenses  in  non-personnel  services 
categories . 

Rationale:   To  reduce  administrative  expenses  as  required  by  E.O.  12837. 

Program  Effects:   None.   The  $250,000  decrease  will  be  absorbed  through 
increased  efficiency. 

Base : 

FTE:   ^  Estimate:    $7.821.000 

Program  Decrease: 

FTE:  ZZm  Estimate:     -$250.000 
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YOUTH  EMPLOYMENT  AND  TRAINING 

1996  1997  •  Difference 

Conference  Action  Estimate 1996/1,997 

FTE      Amount  FTE      Amount  FTE     Amour 


320   $29,441,000  309   $29,990,000  -11   +$549,000 


Introduction 

This  budget  activity  finances  staff  for  leadership,  policy  direction  and 
administration  for  the  federally  administered  Job  Corps  program,  a 
decentralized  system  of  grants  to  States  for  job  training  and  employment 
assistance  for  youth  including  the  Youth  Training  Grants  Program  and  the 
Summer  Youth  Employment  and  Training  Program  (SYETP) ,  and  for  implementing  the 
School -to -Work  (STW)  system,  and  includes  related  program  administration  and 
support  activities. 

This  budget  activity  finances  the  activities  of  OJTP  (staff  working  with 
youth  programs),  the  Office  of  Job  Corps,  and  the  School-to-Work  Opportunities 
team.   In  administering  programs  serving  youth,  the  National  and  Regional 
offices  work  jointly  and  with  State  and  local  service  providers  to  ensure  that 
the  programs  are  operated  effectively  and  efficiently. 

The  Office  of  Job  Corps  administers  a  residential  training  program 
designed  to  increase  the  employability  of  disadvantaged  youth  and  young  adults 
ages  16-24.   Planning,  program  development,  and  executive  guidance  activities 
are  carried  out  at  the  National  Office  level,  along  with  the  management  of  a 
limited  number  of  operational  and  support  functions.   The  implementation  and 
management  of  core  program  activities  are  performed  by  Job  Corps  Regional 
Offices.   The  ten  Regional  Offices  issue  and  administer  contracts  for:   (1) 
the  operation  of  Job  Corps  centers;  (2)  outreach  and  admission  of  new 
students;  and  (3)  the  provision  of  job  development  and  placement  services  to 
students  upon  their  graduation. 

The  School-to-Work  Opportunities  Act  reflects  the  Administration's 
effort  to  begin  the  reform  of  education  and  the  preparation  of  youth  for  the 
workplace.   It  is  a  joint  venture  administered  by  the  Departments  of  Education 
and  Labor  to  assist  States,  communities,  employers  and  other  stakeholders 
bring  about  systemic  change  in  the  way  young  people  are  educated,  trained  and 
prepared  for  future  learning  and  careers.   The  National  School-to-Work  Office, 
which  is  jointly  staffed  by  ETA's  School-to-Work  Opportunities  team  and  their 
counterparts  in  the  Department  of  Education,  manages  the  implementation  of  the 
School-to-Work  Opportunities  Act.   The  principal  responsibilities  of  the 
National  School-to-Work  Office  are  to:   (1)  provide  leadership  in 
communicating  and  establishing  the  STW  vision  nationwide;  (2)  manage  grant  and 
contract  competitions;  (3)  manage  STW  grants  and  waiver  requests;  (4)  provide 
and  arrange  for  technical  assistance  to  grantees;  (5)  pursue  integrated 
strategies  that  reinforce  the  linkages  between  job  training,  education  reform 
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and  economic  development;  and,  (6)  work  with  States  to  design  and  implement  a 
performance  measurement  system. 

SYETP  provides  temporary  summer  jobs  with  public  and  non-profit 
employers.   The  Youth  Training  Grants  program  is  a  year-round  program  with  in- 
school  and  out -of- school  components  serving  economically  disadvantaged,  hard 
to  serve  youth.   The  goal  of  these  programs  is  to  provide  meaningful  work 
experience  and  enriched  educational  activities  for  youth,  and  to  encourage 
school  completion  and  enhance  citizenship  skills.   Staff  develop  policy 
guidance  and  provide  technical  assistance  and  training  to  State  and  local 
programs  on  effective  program  strategies.   ETA  Regional  staff  provide 
technical  assistance  to  States  and  SDAs  through  on-site  visits,  conferences, 
and  meetings  designed  to  facilitate  cooperation  between  the  private  and  public 
sector. 

This  activity  also  finances  a  portion  of  the  activities  of  OFAM  which 
provides  financial  and  administrative  support  to  the  entire  Agency  (offices 
and  programs),  as  described  in  this  budget  request. 

Funding  and  FTE  for  this  activity  during  the  last  five  years  has  been  as 
follows: 


1992 

1993 

1994 

1995 

1996 

1997  Budget  Request 

The  Office  of  Job  Corps  (OJC)  will  implement  and  oversee  training 
operations  at  119  Job  Corps  Centers,  including  five  new  centers  that  will  be 
activated  during  program  year  1996,  which  begins  on  July  1,  1996.   OJC  will 
also  plan  and  implement  related  program  services,  including:   outreach  and 
admission  of  new  students;  job  development  and  placement  services  to  departing 
students;  student  pay  and  allowances;  student  transportation  services;  and 
construction  and  repair  of  Job  Corps  facilities.   The  operation  of  Job  Corps 
centers  and  the  provision  of  related  services  is  accomplished  through  issuance 
of  contracts  and  interagency  agreements. 

In  1997,  OJC  will  place  special  emphasis  on  the  following  initiatives: 
(1)  forging  stronger  operational  linkages  between  Job  Corps  and  State  and 
local  workforce  development  programs;  (2)  forming  partnerships  with  employers 
as  a  means  to  update  vocational  training  curricula  and  to  enhance  job 
placement  efforts;  (3)  increase  efforts  to  raise  the  effectiveness  of 
persistently  poor  performing  Job  Corps  centers;  (4)  stimulate  greater  student 
interest  in  academic  courses  by  making  language  and  math  skills  more  relevant 


Funding 

FTE 

$28,486,000 

379 

$29,434,000 

369 

$30,904,000 

380 

$31,815,000 

349 

$29,441,000 

320 
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to  vocational  training;  (5)  broaden  the  contractor  base  through  steps  to 
encourage  greater  interest  on  the  part  of  the  business  community  in  bidding  on 
Job  Corps  contracts;  and  (6)  prepare  to  activate  four  new  centers  in  program 
year  1997. 

1997  will  be  the  fourth  full  year  for  the  School-to-Work  Opportunities 
initiative.   In  1997,  the  focus  of  staff  activities  will  transition  from 
running  grant  competitions  to  overseeing  and  enhancing  the  implementation  of 
the  initiative  by  working  with  existing  State  and  local  grantees.   By  1997,  it 
is  expected  that  approximately  49  States  will  have  State  Implementation 
grants  and  over  100  local  areas  will  have  direct  grants  from  the  Federal 
government.   National  staff  activities  will  focus  on  (1)  participation  in  site 
visits  to   and  overseeing  the  progress  of,  State  Implementation  grants;  (2) 
monitoring  the  progress  of  various  national  projects  such  as  the  National 
School-to-Work  Learning  Center  and  STV  performance  and  evaluation  activities; 
and  (3)  focusing  on  risk  management  strategies  to  ensure  grantees  are 
efficiently  and  effectively  implementing  their  STW  systems.   Regional  staff 
will  continue  to  actively  participate  on  Multi-Regional  Teams  to  assist  States 
and  local  areas  in  building  their  STW  systems.   This  will  involve  coordinating 
the  provision  of  technical  assistance  and  information  to  public  and  private 
organizations  at  the  State  and  local  level.   A  significant  amount  of  staff 
time  will  be  devoted  to  assisting  grantee  efforts  to  increase  employer 
involvement  in  STW  and  to  reach  out  to  out-of -school  youth.   The  Regions  will 
continue  to  have  Project  Officer  responsibilities  for  local,  urban/rural  and 
Native  American  STW  grants. 

Activities  undertaken  for  the  SYETP  and  Youth  Training  Grants  programs 
will  include  active  consultation  with  customers,  partners,  and  stakeholders  in 
a  process  for  the  direction  and  improvement  of  the  job  training  system  as  it 
pertains  to  serving  youth.   Technical  assistance  activities  will  be  enhanced 
to  include  the  development  of  specific  training  materials  to  provide  staff 
expertise  on  youth  programs,  peer-to-peer  assistance  networks,  identification 
and  replication  of  successful  youth  program  strategies,  and  implementation  of 
methodologies  for  benchmarking  and  continuous  program  improvement.   As  a 
result  of  reduced  FTE  levels,  these  efforts  will  be  supported  by  an  increased 
utilization  of  automation  technologies  to  disseminate  technical  assistance 
materials  and  information  to  our  partners  and  customers  and  to  provide  a 
medium  to  share  information  on  promising  practices.   Regional  staff  will 
assist  States  in  efforts  to  strengthen  linkages  between  SYETP  and  Youth 
Training  Grants  programs.   Regions  will  continue  working  with  States  and  SDAs 
to  maximize  the  number  of  economically  disadvantaged  youth  participating  in 
summer  youth  programs  and  to  encourage  the  full  utilization  of  all  available 
funding.   The  summer  program  will  focus  on  work  experience,  as  well  as 
educational  activities  and  contextual  learning. 

In  the  area  of  policy  formulation  and  leadership,  the  Department  will 
streamline  and  clarify  program  and  administrative  requirements  for  youth  to 
focus  on  improved  outcomes .   The  Department  will  work  closely  with  the 
Department  of  Education  to  ensure  that  the  needs  of  out-of -school  youth  are 
effectively  addressed  in  conjunction  with  the  STW  partnerships  which  continue 
to  evolve  at  the  local  level.   Improvement  initiatives  for  youth  will  be 
implemented.   These  include  outcome -based  performance  standards,  customer 
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satisfaction  techniques  and  replication  of  model  programs  and  best  practices 
in  serving  disadvantaged  youth,  especially  out-of-school  youth. 

The  1997  budget  includes  an  increase  of  $1,000,000  for  the  Program 
Operations  account  for  closeout  of  JTPA  and  transition  to  a  new  workforce 
development  system.   Of  that  amount,  $267,000  is  requested  for  this  budget 
activity.   These  resources  are  needed  to  contract  for  closeout  of  JTPA, 
training  of  contract  and  Federal  staff  in  closeout  activities  and  travel  and 
training  for  Federal  staff  related  to  transition  activities. 

1996 

In  1996,  OJC  is  implementing  and  overseeing  operations  at  115  Job  Corps 
Centers,  including  the  newly  activated  center  in  New  Haven,  Connecticut.   An 
additional  four  new  centers  are  under  development  and  are  scheduled  for 
activation  in  1997. 

In  1996,  OJC  will  emphasize  the  following  initiatives:   1)  continuation 
of  targeted  efforts  to  identify  and  resolve  problems  at  the  poorest  performing 
Job  Corps  centers;  2)  conduct  a  study,  in  cooperation  with  the  Office  of 
Inspector  General,  to  identify  the  qualities  and  practices  that  best 
contribute  to  effective  Job  Corps  center  operations;  3)  conduct  a  special 
outreach  drive  for  new  students  in  order  to  counter  the  temporary  decrease  in 
enrollment  that  resulted  from  the  implementation  of  stringent  zero  tolerance 
policies  against  violence  and  drug  abuse;  and  4)  implement  a  new  13  week  post- 
placement  follow-up  service  for  recently  graduated  students. 

In  1996,  a  new  STW  State  Implementation  grant  competition  will  be  run. 
As  many  States  as  are  ready  (16-20)  will  receive  State  Implementation  grants, 
bringing  the  total  number  of  States  in  the  implementation  phase  of  STW  to  at 
least  38.   Federal  staff  will  be  visiting  each  of  these  states  to  assess 
progress  and  determine  technical  assistance  needs.   States  that  do  not  receive 
State  Implementation  grants  will  receive  extensions  of  their  State  Development 
grants.   In  1996,  additional  grant  competitions  will  also  be  held  for  Local 
Partnership  grants,  Urban/Rural  Opportunities  grants  and  Grants  for  Indian 
Youth.   Along  with  managing  these  new  grant  competitions,  Federal  staff  will 
continue  to  work  with  existing  grantees  to  assist  them  with  their  system 
building  activities.   Federal  staff  will  also  oversee  the  implementation  of 
the  performance  measurement  system,  designed  in  consultation  with  the  States, 
and  numerous  other  national  program  activities .   Regional  staff  continue  to 
concentrate  on  the  development  and  implementation  of  STW  systems  in  the 
States,  actively  participating  in  Multi  Regional  Teams  that  coordinate  the 
provision  of  technical  assistance  and  information  to  public  and  private 
organizations  at  the  State  and  local  level.   The  ETA  Regions  are  working  to 
increase  employer  involvement  in  the  STW  system  and  reaching  out  to  increase 
out-of-school  youth  involvement  in  the  STW  system.   Regional  Offices  have 
assumed  Grant  Officer's  Technical  Representative  responsibilities  for  over  70 
STW  grants . 

Activities  undertaken  for  the  SYETP  and  the  Youth  Training  Grants 
program  include  a  shift  in  emphasis  from  prescriptive  regulatory  direction  to 
program  leadership  and  guidance  to  States  and  SDAs ,  and  to  providing  technical 
assistance  to  the  JTPA  system  on  the  integration  of  these  programs  with  STW 
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and  One-Stop  career  centers.   ETA  is  concentrating  on  identifying,  replicating 
and  disseminating  information  on  promising  and  effective  program  strategies 
for  out-of-school  youth  to  build  improved  programs  to  prepare  participants  for 
the  workforce.   Efforts  are  being  undertaken  to  develop  a  framework  for 
identifying  promising  strategies  for  serving  out-of-school  youth  and 
developing  state-of-the-art  technological  mechanisms  for  storing  and 
disseminating  information  on  them.   ETA  is  developing  relationships  with  the 
Department  of  Education  to  improve  awareness  of  issues  pertaining  to  and 
improvement  of  strategies  for  serving  out-of-school  youth.   In  1996,  SYETP 
will  focus  on  work  experience  as  well  as  educational  enrichment  and  contextual 
learning.   Regional  staff  will  work  with  States  and  SDAs  to  maximize  the 
number  of  economically  disadvantaged  youth  participating  in  the  SYETP. 


In  1995,  OJC:   1)  implemented  stringent  new  zero  tolerance  policies 
against  violence  and  drug  abuse;  2)  took  strong  measures  to  address  problems 
at  seriously  under-performing  centers,  including  the  closing  of  the  Knoxville 
Job  Corps  Center;  and  3)  revised  screening  and  admissions  procedures  to  place 
more  emphasis  on  Job  Corps  employability  services  and  downplay  the  social 
rehabilitation  aspects. 

The  National  School- to-Work  Office  managed  grant  competition  and 
national  program  activity  in  1995: 

o     19  States  and  a  total  of  $77  million  were  awarded  in  State 

Implementation  Grants  in  September,  1995,  increasing  the  total  number  of 
Implementation  States  to  27. 

o    The  25  States  not  receiving  Implementation  Grants  received  continuations 
of  their  Development  Grants  to  enable  them  to  continue  designing  and 
planning  their  STW  systems. 

o    Continuations  will  be  granted  to  Grants  to  Indian  Youth  and  the  Insular 
Territories  that  were  awarded  with  1994  funds  and  have  demonstrated 
sufficient  progress  in  developing  their  STW  systems. 

In  late  1995,  a  comprehensive  national  activities  strategy  was  designed 
and  approved  by  the  STW  Steering  Committee.   The  national  program  strategy  is 
comprised  of  three  overarching  areas  of  investment:   technical  assistance; 
public  outreach;  and  measuring  progress.   Through  these  areas  of  investment,  a 
comprehensive  system  of  technical  assistance  and  information  dissemination 
will  enhance  the  capacity  of  State  and  local  grantees,  employers,  labor 
organizations,  and  other  agencies  of  the  Departments  of  Labor  and  Education  to 
implement  STW  systems.   This  effort  will  support  a  national  system  that  will 
become  institutionalized  beyond  the  federal  presence,  and  reinforces  the 
integration  of  education  reform,  workforce  preparation  and  economic 
development . 

An  innovative  aspect  of  this  national  strategy  is  the  creation  of  the 
National  School- to-Work  Learning  and  Information  Center.   This  center  provides 
information,  assistance,  and  training  to  implement  STW  systems.   The  Center 
utilizes  the  latest  information  technology  both  to  help  build  the  capacity  of 
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the  STW  initiative  and  to  develop  and  implement  State  and  local  systems  across 
the  nation.   Its  services  are  available  to  State  and  local  STW  offices, 
employers,  schools,  labor,  parents,  students,  and  to  the  public  at  large.   In 
addition,  a  comprehensive  performance  measurement  system  will  be  designed  in 
conjunction  with  the  States. 

Activities  undertaken  for  SYETP  and  the  Youth  Training  Grants  program 
included:   policy  guidance  and  direction  to  the  JTPA  system;  follow-up 
training  and  evaluation  of  technical  assistance  efforts  and  coordination  of 
business  and  community-based  organizations'  support;  full  development  of  an 
integrated  capacity  building  system;  and  guidance  on  State  planning.   Enhanced 
educational  activities  in  SYETP  and  the  promotion  of  contextual  learning  in 
conjunction  with  STW  continued  as  a  major  focus  for  Regional  staff. 

Changes  in  1997 

Activity  Changes: 

Built-in: 

Within- grades  and  promotions $202,000 

Annualization  of  pay  increase  effective  January,  1996  155,000 

Pay  increase  effective  January,  1997 553,000 

Federal  Employees'  Compensation  Fund 7,000 

Travel 45,000 

Rent 124,000 

Communications 9,000 

Printing 2.000 

Other  services 22,000 

Purchases  of  goods  and  services  from  government  account  62,000 

Operation  and  maintenance  of  equipment 9,000 

Supplies 11,000 

Equipment  22.000 

Total  Built-in:  $1,223,000 

FTE 

Net  Program  -$674,000 

FTE -11 

Preparing  for  Closeout  of  JTPA 

Proposal:   To  provide  technical  assistance  and  training  to  States  in  closing 
out  the  Job  Training  Partnership  Act. 

Rationale:   The  workforce  development  legislation  currently  being  deliberated 
by  Congress  provides  for  the  elimination  of  programs  administered  under  JTPA. 
Since  States  will  be  responsible  for  closing  out  local  level  grants,  it  will 
be  necessary  for  ETA  to  provide  technical  assistance  and  training  to  States  in 
preparing  for  the  closeout  process.   Requested  amounts  will  be  used  for 
contractor  support. 


737 


PO-32 

Program  Effects:   The  timely  and  efficient  closeout  of  JTPA  is  vital  to  the 
ability  of  ETA,  States  and  service  providers  to  smoothly  and  effectively 
transition  into  new  responsibilities  under  the  workforce  development 
initiatives. 

Base: 

FTE:    2^.  Estimate: 

Program  Increase: 

FTE:  Estimate:   +S150.000 


Workforce  Development  System  Implementation 

Proposal :   To  provide  technical  assistance  and  training  to  States  in 
transition  to  the  new  workforce  development  system. 

Rationale:   The  workforce  development  legislation  currently  being  deliberated 
by  Congress  will  create  new  and  different  responsibilities  for  States  and 
local  service  providers.   It  will  be  necessary  for  ETA  to  provide  technical 
assistance  and  training  to  States  in  the  implementation  of  rules,  regulations 
and  performance  measures  for  the  new  consolidated  system.   Requested  funds 
will  be  used  for  travel  for  Federal  staff. 

Program  Effects:   The  timely  implementation  of  the  new  workforce  development 
system  is  vital  to  its  effectiveness  and  to  the  ability  of  ETA,  the  States  and 
local  service  providers  to  fulfill  their  respective  responsibilities. 

Base: 

FTE:    ^  Estimate:   SI. 539. 000 

Program  Increase: 

FTE:    ^  Estimate:    +$70.000 


Federal  Staff  Training 

Proposal :   To  provide  additional  funds  for  training  of  Federal  staff. 

Rationale:   ETA  is  planning  a  major  reorganization  to  coincide  with  the 
implementation  of  the  new  workforce  development  system.   Requested  funds  will 
be  used  to  provide  skills  assessments,  transition  assistance  and  retraining 
for  ETA  in  skills  necessary  for  fulfillment  of  Federal  responsibilities  under 
the  workforce  development  system. 
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Program  Effects:   Ensuring  that  ETA  staff  are  provided  with  mission- specific 
skills  necessary  for  Implementation  of  the  workforce  development  system  as 
well  as  knowledges  related  to  career  transition  is  an  essential  element  of  the 
agency's  ability  to  effectively  fulfill  Its  new  responsibilities  under  the  new 
system. 

Base: 

FTE:    2Z.  Estimate:    S255.000 

Program  Increase: 

FTE:   22.  Estimate:    +S47 .  000 

Streamlining 

Proposal:   A  decrease  of  11  FTE  representing  the  activity's  1997  portion  of 
the  Government -wide  FTE  reduction. 

Rationale:   To  comply  with  the  reduction  in  FTE  required  by  P.L.  103-226. 

Program  Effects:   None.   The  reduction  of  11  FTE  will  be  absorbed  through 
increased  efficiency  in  staff  utilization,  increased  use  of  automation  and  the 
elimination  of  unnecessary  work  processes  and  reports. 

Base : 

FTE:   320  Estimate:   $30.664.000 


Program  Decrease: 

FTE:   ^11  Estimate:    -S6A9.000 


Administrative  Expense  Reduction 

Proposal :   To  reduce  administrative  expenses  in  non-personnel  services 
categories . 

Rationale:   To  reduce  administrative  expenses  as  required  by  E.O.  12837. 

Program  Effects:   None.   The  $292,000  decrease  will  be  absorbed  through 
increased  efficiency. 

Base : 

FTE:  22.  Estimate:    $9.382.000 

Program  Decrease: 

FTE:  Estimate:     -S292.000 
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EMPLOYMENT  SECURITY 

1996                          1997  Difference 

Conference  Action  Estimate 1996/1997 

FTE      Amount                FTE      Amount  FTE 


478   $43,224,000  458   $43,597,000  -20   +$373,000 


Introduction 

This  budget  activity  finances  staff  for  leadership,  policy  direction  and 
administration  of  Employment  Service  (ES),  alien  labor  certification, 
Unemployment  Insurance  (UI) ,  One-Stop  Career  Center  and  Labor  Market 
Information  (LMI)  programs,  and  includes  related  administrative  and  support 
functions . 

U.S.  Employment  Service  (USES)  staff  provide  leadership,  policy 
guidance,  technical  assistance  and  training,  and  Federal  oversight  for  the 
administration  and  operation  of  the  Federal -State  public  employment  service 
system.   Major  responsibilities  include  policy  direction,  technical  assistance 
and  review  of  the  administration  of  the  Wagner-Peyser  program  and  other 
legislated  mandates.   In  addition,  USES  administers  the  alien  labor 
certification  program.   ETA  Regional  Offices  provide  oversight  and  technical 
assistance  at  the  State  and  local  level  for  Employment  Service  programs,  and 
process  and  certify  petitions  for  alien  labor  certification. 

Under  the  Federal-State  UI  system,  Unemployment  Insurance  Service  (UIS) 
staff  provide  overall  leadership  for  the  administration  of  unemployment 
compensation  (UC)  programs.   Major  responsibilities  include:   setting  overall 
policy  for  administration  of  the  program;  promoting  efficient  and  effective 
methods  of  administration;  determining  administrative  fund  requirements; 
reviewing  State  legislation,  regulations  and  procedures  to  ensure  conformity 
with  Federal  law;  establishing  performance  criteria;  and  monitoring  State 
performance.   ETA  Regional  Office  staff  also  conduct  on-site  reviews  and 
provide  technical  assistance  to  States  and  State  Employment  Security  Agencies 
(SESA) . 

National  and  Regional  Office  staff  are  working  jointly  to  design  and 
implement  a  One-Stop  Career  Center  system  by  providing  technical  assistance  to 
States.   Staff  develop  guides  and  technical  assistance  materials,  review  and 
approve  grant  proposals  for  One-Stop  Career  Centers,  and  oversee  the 
implementation  of  such  centers.   These  staff  also  have  responsibility  for 
research,  development  and  implementation  activities  under  America's  Labor 
Market  Information  System  (ALMIS) .   ETA  staff  also  share  responsibility  with 
the  cognizant  States  for  the  on- going  development  of  America's  Talent  Bank 
with  a  particular  emphasis  on  the  integration  of  LMI  products  and  services 
within  the  operations  of  the  One-Stop  Implementation  States. 

This  activity  also  finances  a  portion  the  activities  of  0FAM  which 
provides  financial  and  administrative  support  to  the  entire  Agency  (offices 
and  programs),  as  described  in  this  budget  request. 
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Fundine 

FTE 

$44,829,000 

575 

$46,833,000 

565 

$47,184,000 

566 

$46,855,000 

525 

$43,224,000 

478 

Funding  and  FTE  for  this  activity  during  the  last  five  years  has  been  as 
follows : 


1992 

1993 

1994 

1995 

1996 

1997  Budget  Request 

USES  efforts  will  continue  to  support  the  goals  of  Employment  Service 
Revitalization  --  the  development  of  a  customer- focused,  outcome -driven 
approach  to  the  delivery  of  high  quality  services  to  all  customers,  job 
seekers  and  employers  alike.   The  focus  of  this  effort  will  be  to  work  in 
partnership  with  States  to  implement  ES  Revitalization  as  specified  by  each 
State's  initiative  and  to  implement  technical  support  capabilities  developed 
in  cooperation  with  the  States.   These  revitalization  efforts  and  related 
technical  assistance  support  are  a  key  part  of  assisting  States  to  integrate 
ES  into  the  One-Stop  Career  Center  system. 

Technical  assistance  and  oversight  of  State  ES  programs  will  be  provided 
by  the  Regional  Offices,  with  a  focus  on  improving  customer  service  through 
the  revitalization  of  the  ES  system  and  participating  in  providing 
reemployment  services  to  dislocated  workers.   Financial  and  cash  management 
assistance  as  well  as  programmatic  assistance  will  be  emphasized  in  the  base 
grant  activities  and  to  ES  cost  reimbursable  activities  at  the  local  level, 
including  rebuilding  and  LMI  system  that  serves  a  full  range  of  customers. 

In  addition,  the  monitor  advocate  responsibilities  related  to  the 
migrant  and  seasonal  farmworkers  will  continue.   Emphasis  will  be  placed  on 
integrating  Monitor  Advocate  services  into  the  One-Stop  Career  Center  system 
as  part  of  the  process  of  integrating  ES  into  One-Stop.   The  integration  of 
monitor  advocate  and  other  ES -based  farmworker  services  into  the  One -Stop 
system  will  be  aided  by  technical  assistance  resources  developed  under  the 
cooperative  agreements  to  the  workforce  development  system. 

In  the  labor  certification  program,  emphasis  will  be  placed  on 
implementing  streamlined  case  processing  procedures  and  prevailing  wage 
methodologies.   Emphasis  will  continue  on  enhanced  automation  and  centralizing 
programs.   The  pilot  program  which  relies  exclusively  on  automated  processing 
will  expand.   Labor  certification  staff  will  focus  on  training  State 
associates  on  these  procedures  and  on  conducting  follow-up  activities  to 
assure  consistency. 
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The  H-2A  foreign  agricultural  labor  program  plans  to  implement  a 
streamlining  initiative  to  save  time  and  reduce  costs  for  employers  and  reduce 
Federal/State  staff  while  safeguarding  key  labor  protections. 

Emphasis  will  be  placed  on  targeted  backlog  reduction  in  regions  with  a 
high  demand  for  permanent  labor  certification.   The  backlog  in  these  regions 
is  fueled  by  an  upward  trend  in  applications  filed  and  increasing  case 
complexity.   In  addition,  an  increase  in  the  H-2A  workload  is  expected. 
Increased  H-2A  applications  are  primarily  associated  with  increased  INS 
enforcement  activities.   The  workload  for  H-2B,  F  and  D  visa  categories  are 
expected  to  remain  at  1996  levels. 

Regions  will  continue  to  meet  the  statutory  time  requirement  for 
processing  H-1B  immigration  workload.   There  will  be  further  growth  of 
permanent  case  backlogs  at  an  estimated  average  of  600  cases  per  month,  for  an 
annual  increase  in  backlogs  of  7,200,  due  to  increased  complexity  of  permanent 
applications,  and  an  anticipated  continuing  increase  in  the  permanent  and  H-1B 
attestation  workload.   The  total  alien  certification  workload  for  1997  is 
estimated  at  180,000  applications:   permanent  (40,000)  and  attestations 
(140,000  including  H-1B,  H-2A,  H-2B,  F  and  D  visa  categories).   Regional 
offices  will  be  actively  involved  in  the  continued  implementation  of  the 
results  of  the  reengineering  efforts. 

As  a  part  of  an  improved  oversight  effort,  UI  staff  will  implement  major 
portions  of  the  UI  PERFORMS  system,  which  is  an  improved  oversight  mechanism 
that  pulls  together  the  various  UI  performance  measurement  systems  into  a 
comprehensive  approach  to  bringing  about  continuous  improvement  in  State 
operational  performance.   This  undertaking  has  significant  implications  in  the 
way  that  data  is  collected,  used  and  validated.   In  the  Regions,  special 
emphasis  will  be  placed  on  insuring  that  the  UI  PERFORMS  performance 
measurement  system  is  operational  in  each  State.   Regional  staff  will  be 
proactive  in  utilizing  performance  data  from  this  system  in  reviewing  State  1>I 
benefits  and  tax  performance,  identifying  weaknesses,  and  working  with  the 
State  to  improve  performance  levels. 

UI  staff  will  help  the  States  interpret  the  reporting  requirements 
supporting  the  performance  measures,  and  institute  validation  for  an  increased 
number  of  reports.   Federal  monitoring  and  technical  assistance  for  the  new 
reporting  requirements  will  continue  throughout  1997.   UI  staff  will  oversee 
work  on  the  Denials  pilot  to  measure  the  accuracy  of  decisions  to  deny  UI 
benefits.   Regions  will  continue  the  oversight  and  technical  assistance 
emphasis  begun  in  1996  to  ensure  that  States  continue  to  operate  effective  UI 
programs.   Federal  oversight  and  technical  assistance  will  continue  for  States 
with  performance  below  the  Secretary's  standards  for  appeals  processing  and  at 
States  with  continuing  poor  performance  in  preparing  nonmonetary 
determinations,  in  order  to  assure  claims  are  properly,  fairly  and  timely 
adjudicated.   Regions  will  continue  to  work  with  States  on  the  Federal  UC 
programs  associated  with  military  downsizing  and  especially  with  Federal 
agency  dislocations  projected  for  1997  as  well  as  worker  profiling  and 
reemployment  services  for  dislocated  workers. 
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UI  staff  will  continue  to  oversee  the  work  of  the  Information  Technology 
Support  Center  (ITSC).   The  ITSC  will  assist  State  development  of  information 
technology  applications  and  will  act  as  a  clearinghouse  for  sharing  technical 
expertise  and  information  among  State  and  Federal  partners.   Additionally,  the 
ITSC  will:   (1)  perform  system  design  and  development  for  the  SESAs;  (2) 
foster  information  and  technology  exchange;  and  (3)  provide  technical  training 
to  the  SESAs.   During  1997,  the  UI  staff  and  the  ITSC  will  assist  the  States 
in  making  the  transition  to  telephone  and  other  remote  means  of  initial 
claims -taking  from  in-person  filing.   This  initiative  is  a  major  part  of  ETA's 
goal  of  easy  and  convenient  UI  claims  filing.   Regional  staff  will  assist  the 
States  in  implementing  telephone  initial  claims  processing  and  instituting  the 
voluntary  withholding  of  taxes  effective  July  1,  1997. 

No  additional  FTE  are  requested  to  support  the  continuing  planning  and 
implementation  activities  associated  with  One-Stop  Career  Center  system- 
building  and  America's  Labor  Market  Information  System  (ALMIS) .   This  system- 
building  program  --  with  its  attributes  of  universality,  integration  of 
services,  customer  choice,  and  program  and  financial  accountability  -- 
continues  to  attract  significant  interest  among  the  nation's  governors  and 
local  elected  officials.   As  of  February  1996,  16  States  have  received  One- 
Stop  Implementation  grants.   In   1997,  the  Department  plans  to  continue 
funding  for  States  which  received  Implementation  grants  in  1995  and  1996,  and 
continue  with  award  of  new  Implementation  grants.   A  small  number  of  Local 
Learning  Laboratories  may  also  be  funded  or  refunded.   The  contours  of  the 
1997  investment  strategy  will  be  shaped  by  the  final  1996  funding  level  (and 
the  number  of  supportable  new  Implementation  grants) ,  and  further  defined  by 
the  potential  emergence  of  workforce  development  legislation  in  the  spring  of 
1996  and  the  potential  consolidation  of  One-Stop  funding  into  one  or  more 
State  block  grants.   Regional  Offices  will  continue  to  devote  significant 
resources  in  1997  to  States  and  local  areas  as  they  further  develop  and 
implement  One -Stop  Career  Centers  and  build  the  accompanying  Labor  Market 
Information  system  infrastructure.   Regional  Offices  will  continue  with 
Project  Officer  responsibilities  for  all  One-Stop  and  LMI  grants.   Regional 
offices  are  active  participants  in  the  overall  policy  development  that 
accompanies  the  transition  of  States  to  the  new  workforce  initiative 
strategies  that  encompass  the  One-Stop  concept.   The  regions  will  provide  on- 
site  technical  assistance  and  oversight  as  necessary. 

The  1997  request  includes  an  increase  of  $1,000,000  in  the  Program 
Operations  account  for  closeout  of  JTPA  and  transition  to  a  new  workforce 
development  system.   Of  that  amount,  $173,000  is  requested  for  this  budget 
activity.   These  resources  are. needed  for  travel  and  training  for  Federal 
staff  related  to  transition  activities. 

1996 

National  Office  efforts  continue  to  support  the  goals  of  ES 
Revitalization.   Implementation  of  technical  support  capabilities  are  focusing 
on  the  following  areas:   a  national  information  clearinghouse;  customer 
satisfaction  and  input;  local  office  facilities;  local  office  leadership;  job 
matching  and  front-line  staff  training.   Technical  assistance  and  oversight  of 
State  ES  programs  is  being  provided  by  the  Regional  Offices,  with  a  focus  on 
improving  customer  service  through  the  revitalization  of  the  State  ES  system 
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and  participating  in  providing  reemployment  services  to  dislocated  workers. 
Financial  and  cash  management  assistance  as  well  as  programmatic  assistance 
continues  to  emphasize  in  the  base  grant  activities  and  to  cost  reimbursable 
activities  at  both  the  State  and  local  levels,  including  rebuilding  an  LMI 
system  that  serves  a  full  range  of  customers.   In  addition,  the  monitor 
advocate  responsibilities  related  to  the  migrant  and  seasonal  farmworkers 
continues . 

In  the  labor  certification  programs,  emphasis  is  being  placed  on 
reducing  the  mounting  permanent  case  backlog  and  working  with  the  States  to 
streamline  and  reduce  processing  duplication.   The  Division  of  Foreign  Labor 
Certification  is  also  seeking  innovative  methods  to  improve  the  speed  and 
accuracy,  while  reducing  costs,  of  prevailing  wage  surveys.   Additionally, 
streamlining  processing  steps,  while  enhancing  recruitment  of  U.S.  workers, 
are  priorities  in  the  H-2A  agricultural  labor  certification  program. 

Regions  continue  to  meet  the  statutory  time  requirement  for  processing 
nonpermanent  immigration  workload;  however,  increased  complexity  and  an 
increase  in  the  attestation  workload,  together  with  reduced  staffing,  is 
resulting  in  the  continued  growth  of  permanent  case  backlogs  at  an  average  of 
250  cases  per  month.   The  alien  certification  workload  for  1996  is  estimated 
to  reach  a  total  of  170,000  applications  for  permanent,  H-1B,  H-2A,  H-2B,  F, 
and  D  visa  categories.   Regional  staff  are  beginning  the  planning  and  initial 
implementation  of  recommendations  coming  out  of  the  alien  certification 
reengineering  efforts. 

UI  staff  will  continue  to  work  to  better  serve  its  customers  by  linking 
the  UI  program  to  the  rest  of  the  employment  and  training  system  through  the 
ongoing  Worker  Profiling  and  Reemployment  Services  (WPRS)  program,  and  by 
creating  linkages  with  reemployment  service  providers.   The  WPRS  initiative  is 
designed  to  decrease  the  number  of  long-term  or  structurally  unemployed 
workers  by  identifying  potential  long-term  unemployed  workers  early  in  their 
unemployment.   Once  identified,  these  workers  can  be  targeted  for  job  search 
assistance  and  counselling  early  on.   The  long-term  dislocated  workers 
identified  in  the  profiling  process  will  be  referred  to  reemployment  service 
providers  including  ES/EDWAA  offices  or  One-Stop  Career  Centers. 

UI  staff  will  oversee  the  work  of  the  Information  Technology  Support 
Center  (ITSC)  and  participate  in  decision-making  through  the  steering 
committee.   In  1996,  UI  staff  and  the  ITSC  will  evaluate  the  current  network 
infrastructure  alternatives  to  support  the  electronic  transfer  of  claims,  and 
wage  and  benefit  information.   Additionally,  ITSC  will  recommend  alternative 
configurations  for  a  UI  communications  network. 

The  Advisory  Council  on  Unemployment  Compensation  (ACUC)  will  complete 
its  final  report  to  Congress  on  the  status  of  the  unemployment  insurance 
system  and  its  recommendations  for  improvement.   Staff  efforts  will  support 
the  production  of  this  report  including  arranging  Council  meetings,  preparing 
briefing  material  for  Council  members,  overseeing  research  projects  and 
studies  regarding  the  UI  system,  and  performing  other  analytical  and 
administrative  functions. 
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UI  National  and  Regional  staff  will  begin  to  implement  the  UI  PERFORMS 
system,  a  comprehensive  approach  to  effecting  continuous  improvement  in 
operational  performance  which  comprises  redesigned  performance  measurement 
systems,  new  performance  standards,  the  validation  of  reporting  data,  and  a 
new  closed  loop  performance  planning  cycle.   UI  PERFORMS  embraces  the 
following,  measurement  components:   Benefits  Accuracy  (formerly  Benefits 
Quality  Control),  Denials,  Tax  Performance  System  (formerly  Revenue  Quality 
Control),  Benefits  Timeliness  and  Quality  (formerly  Quality  Appraisal 
redesigned  under  the  Performance  Measurement  Review  project)  ,  and  Data 
Validation  (formerly  Workload  Validation) .   As  part  of  this  improved  oversight 
mechanism,  staff  will  implement  performance  measures  for  Benefits  Timelapse 
Quality  nationwide  in  1996.   Staff  will  help  the  States  interpret  the  new 
reporting  requirements  supporting  the  performance  measures,  and  validate  the 
new  reports.   The  Tax  Performance  System  will  become  fully  operational  in 
1996. 

Regional  oversight  of  the  State  and  Federal  UC  programs  and  the  States' 
collection  of  employer  taxes  is  being  maintained  to  ensure  that  the  States 
continue  to  operate  effective  UI  programs.   Heightened  Federal  oversight  and 
technical  assistance  in  1996  is  being  focused  on  States  with  poor  performance 
in  appeals  and  nonmonetary  determinations  processing  in  order  to  ensure  claims 
are  properly,  fairly  and  timely  adjudicated.   Other  areas  of  attention  include 
working  with  States  on  the  Federal  UC  programs  associated  with  military 
downsizing  and  Federal  agency  dislocations  and  the  worker  profiling  and 
reemployment  system  to  facilitate  early  identification  and  referral  of 
dislocated  workers  to  reemployment  services. 

ETA  continues  investments  in  One-Stop  system-building  and  America's 
Labor  Market  Information  System.   As  of  February  1996,  a  total  of  54  States 
and  jurisdictions  have  received  these  grants.   The  projected  1996  funding 
level  will  support  continuation  grants  to  the  16  States  which  received  grants 
in  1994  and  1995,  and  underwrite  the  award  of  a  number  of  new  workforce 
preparedness  grants  to  States.   Staff  are  working  with  State  partners  in  a 
number  of  system-building  workgroups  with  a  "One-Stop  focus,"  including 
performance  measures,  customer  tracking,  and  employer  services.   The  1996 
resource  level  continues  to  support  major  ALMIS  activities  (including  the 
development  of  core  products,  consumer  reports,  and  common  systems  language, 
implementation  and  expansion  of  America's  Talent  Bank,  and  other  LMI  research 
and  development  activities  now  underway  in  the  States)  .   Regional  Offices  are 
devoting  significant  staff  resources  to  the  States  and  local  areas  that  are 
developing  and  implementing  One-Stop  Career  Centers  and  accompanying  Labor 
Market  Information  system-building  efforts.   Regional  staff  have  assumed 
Project  Officer  responsibilities  for  One-Stop  grants  in  each  State  and  are 
directing  the  Labor  Market  Information  State  consortia  efforts  to  support  the 
One-Stop  systems.   The  regions  are  providing  on-site  assistance  and  oversight 
and  are  organizing  and  conducting  training  sessions  as  necessary. 
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USES  efforts  were  focused  on  ES  RevitalizaCion.   Building  on  the 
national  ES  Revitalization  consensus,  each  State  developed  a  specific  plan  for 
improvement.   A  new  relationship  among  States  was  facilitated  through  six 
cooperative  agreements  that  support  the  development  of  national  technical 
support  resources  that  can  be  shared  by  all  the  States. 

Emphasis  continued  on  increasing  the  number  of  jobs  listed  with 
America's  Job  Bank  through  automation  enhancements,  Department  of  Defense 
participation  in  defense  conversion  activities,  increased  employer 
satisfaction  and  increased  State  participation  in  the  system.   Regional  Office 
staff  provided  assistance  and  oversight  of  State  ES  programs.   Financial  as 
well  as  programmatic  assistance  was  accorded  to  base  grant  activities  and  to 
ES  cost  reimbursable  activities  at  both  the  State  and  local  levels.   In 
addition,  the  monitor  advocate  responsibilities  related  to  services  to  migrant 
and  seasonal  farmworkers  were  carried  out. 

In  the  labor  certification  programs,  teams  that  include  National, 
Regional,  and  State  staff  were  formed  to  reengineer  alien  labor  certification 
processes.   Input  and  recommendations  were  obtained  from  the  States  on 
processing  requests  for  permanent  certifications  and  revised  prevailing  wage 
methodologies.   To  achieve  greater  consistency  among  the  States  in  case 
processing  and  prevailing  wage  determinations,  two  national  conferences  were 
held  to  train  State  associates.  ETA  continued  to  emphasize  accurate  and  timely 
processing  of  labor  certification  applications  and  prevailing  wage  requests 
from  employers . 

Regions  met  the  statutory  time  requirement  for  processing  non-permanent 
labor  certification  workload.   Total  labor  certification  workload  required  the 
processing  of  150,000  applications  for  permanent,  H-1A,  H-1B,  H-2A,  H-2B,  F 
and  D  visas.   At  the  same  time,  staff  resources  were  devoted  to  developing 
reengineering  plans  for  alien  labor  certification  processes  to  make  them  more 
efficient  and  effective. 

UIS  assisted  the  States  in  establishing  profiling  systems  mandated  by 
P.L.  103-152,  the  Extended  Unemployment  Compensation  (EUC)  Act  of  1991.   The 
profiling  systems  are  designed  to  identify  which  claimants  are  likely  to 
exhaust  their  entitlement  to  UI  benefits  and  are  likely  to  need  reemployment 
assistance  to  return  to  suitable  employment.   These  systems  are  intended  to 
target  the  long-term  unemployed  for  the  proper  training  and  job  search 
assistance  so  that  these  claimants  are  returned  to  work  earlier  than  they 
normally  would  be  in  the  absence  of  such  assistance. 

To  assist  the  States  in  the  development  of  profiling  systems,  UIS 
established  the  ITSC.   In  addition  to  assisting  States  develop  profiling 
applications,  the  ITSC  acts  as  a  clearinghouse  for  States  where  they  can  tap 
the  technical  expertise  of  Federal  and  other  State  ADP  personnel.   This  center 
performs  technical  assistance  and  technology  transfer  functions  for  States  to 
enable  them  to  achieve  efficient  and  cost-effective  use  of  ADP  resources. 
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UI  staff  continued  to  support  the  Advisory  Council  on  Unemployment 
Compensation  (ACUC) .   ETA  provided  support  for  the  Council's  operation  and 
research  needs.   The  Council  is  mandated  by  the  EUC  Act  of  1991  (P.L.  102-164) 
to  report  and  make  recommendations  to  the  President  and  Congress  on  the  status 
of  the  UI  system,  and  has  submitted  its  interim  report  on  February  1,  1995. 

In  addition,  UIS  staff  improved  the  oversight  of  and  fostered  improved 
performance  in  the  operations  of  both  Federal  and  State  UI  programs.   UIS's 
performance  measurement  systems  which  capture  information  on  quality, 
timeliness,  accuracy,  and  completeness  were  augmented  and  improved  during  1995 
as  a  result  of  multi-year  endeavors.   The  UIS  staff  continued  to  integrate  the 
work  on  revised  and  added  performance  measures  into  a  comprehensive 
performance  enhancement  system  designed  to  address  recommendations  of  the 
General  Accounting  Office  (GAO)  and  DOL's  Office  of  Inspector  General  (OIG) . 
Regional  UI  activities  focused  on  ensuring  SESA  conformity  with  UI  laws  and 
regulations  including  trust  fund  adequacy.   Regional  staff  provided  technical 
assistance  to  the  States  in  implementing  worker  profile  systems  for  UI 
claimants  who  were  dislocated  workers.   Regional  staff  reviewed  the  State 
benefit  payment  control  systems,  internal  security,  and  fraud  prevention  and 
detection  systems.   Reviews  of  program  outcomes  and  UI  Program  Budget  Plan 
corrective  actions  were  also  conducted.   Federal  UI  oversight  was  strengthened 
for  the  Unemployment  Compensation  for  Federal  Employees,  Unemployment 
Compensation  for  Ex-servicemembers ,  Disaster  Unemployment  Assistance,  and  TAA 
programs. 

As  part  of  the  improved  oversight  effort,  the  Performance  Measurement 
Review  project  evaluated  the  results  of  the  field  tests  and  prepared  to 
implement  the  quality  measures  that  were  successfully  field  tested. 

The  integrity  of  the  UI  system  continued  to  be  maintained  through  a 
Benefits  Quality  Control  (BQC)  program  and  related  activities  such  as  benefit 
payment  control.   UIS  also  continued  to  handle  the  Federal  and  State 
legislative  review  requirements  and  provide  technical  assistance  to  the 
States. 

During  the  second  year  of  One-Stop  funding  availability,  Implementation 
grants  were  awarded  to  10  States.   Each  of  these  States  was  also  a  beneficiary 
of  a  "one-time"  augmentation  of  LMI  funds.   In  addition,  the  Department 
awarded  planning  and  development  grants  to  23  additional  States. 

ETA  staff  were  engaged  in  preparing  solicitations  for  the  competition, 
participating  in  review  panels,  and  organizing  meetings.   Staff  also  continued 
to  provide  general  oversight  and  guidance  to  the  States,  universities  and 
other  partners  engaged  in  research  and  development  activities  under  America's 
Labor  Market  Information  System  (ALMIS) .   Regions  worked  with  States  who  had 
received  implementation  or  planning  grants  to  assist  them  in  establishing  One- 
Stop  Career  Center  Systems  and  in  building  the  accompanying  Labor  Market 
Information  Systems.   The  Regional  offices  took  on  project  officer 
responsibilities  to  enhance  their  effectiveness  in  these  areas.   Staff 
provided  technical  assistance  and  oversight  to  State  ES  programs. 
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Changes  in  1997 

Activity  Changes : 

Built-in: 

Within- grades  and  promotions $310,000 

Annualization  of  pay  increase  effective  January,  1996  237,000 

Pay  increase  effective  January,  1997 846,000 

Federal  Employees'  Compensation  Fund .■ 12,000 

Travel 30,000 

Transportation 1,000 

Rent 174,000 

Communications 14,000 

Printing 3,000 

Other  services 42,000 

Purchases  of  goods  and  services  from  government  accounts 81,000 

Operation  and  maintenance  of  equipment 15,000 

Supplies 17,000 

Equipment  23^000 

Total  Built-in:  $1,805,000 

FTE 

Net  Program -$1,432,000 

FTE -20 


Workforce  Development  System  Implementation 

Proposal :   To  provide  technical  assistance  and  training  to  States  in 
transition  to  the  new  workforce  development  system. 

Rationale :   The  workforce  development  legislation  currently  being  deliberated 
by  Congress  will  create  new  and  different  responsibilities  for  States  and 
local  service  providers.   It  will  be  necessary  for  ETA  to  provide  technical 
assistance  and  training  to  States  in  the  implementation  of  rules,  regulations 
and  performance  measures  for  the  new  consolidated  system.   Requested  funds 
will  be  used  for  travel  for  Federal  staff. 

Program  Effects:   The  timely  implementation  of  the  new  workforce  development 
system  is  vital  to  its  effectiveness  and  to  the  ability  of  ETA,  the  States  and 
local  service  providers  to  fulfill  their  respective  responsibilities. 


SI. 044. 000 
+$104.000 


Base: 

FTE:   ; 

— 

Program 

Increase : 

FTE: 

■  - 
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Federal  Staff  Training 

Proposal :   To  provide  additional  funds  for  training  of  Federal  staff. 

Rationale:   ETA  Is  planning  a  major  reorganization  to  coincide  with  the 
Implementation  of  the  new  workforce  development  system.   Requested  funds  will 
be  used  to  provide  skills  assessments,  transition  assistance  and  retraining 
for  ETA  in  skills  necessary  for  fulfillment  of  Federal  responsibilities  under 
the  workforce  development  system. 

Program  Effects:   Ensuring  that  ETA  staff  are  provided  with  mission-specific 
skills  necessary  for  implementation  of  the  workforce  development  system  as 
well  as  knowledges  related  to  career  transition  is  an  essential  element  of  the 
agency's  ability  to  effectively  fulfill  its  new  responsibilities  under  the  new 
system. 

Base: 

FTE:    zjl  Estimate:    $386.000 

Program  Increase : 

FTE:   22.  Estimate:   +$69.000 

Streamlining 

Proposal :   A  decrease  of  20  FTE  representing  the  activity's  1997  portion  of 
the  Government -wide  FTE  reduction. 

Rationale:   To  comply  with  the  reduction  in  FTE  required  by  P.L.  103-226. 

Program  Effects:   None.   The  reduction  of  20  FTE  will  be  absorbed  through 
increased  efficiency  in  staff  utilization,  increased  use  of  automation  and  the 
elimination  of  unnecessary  work  processes  and  reports. 

Base: 

FTE:   478  Estimate:   $45.029.000 

Program  Decrease : 

FTE:   j_20  Estimate:   -$1.228.000 
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Administrative  Expense  Reduction 

Proposal:   To  reduce  administrative  expenses  in  non-personnel  services 
categories. 

Rationale:   To  reduce  administrative  expenses  as  required  by  E.O.  12837. 

Program  Effects:   None.   The  $377,000  decrease  will  be  absorbed  through 
increased  efficiency. 

Estimate:   S12.08fr.000 
Estimate:     -S377.000 


Base : 

FTE:   - 

Program 

Decrease 

FTE:   -• 
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1997 

Estimate 

FTE 

Amount 

197 

$16,689 

,000 

APPRENTICESHIP  SERVICES 


1996                         1997  Difference 

Conference  Action                 Estimate  1996/1997 

FTE      Amount  FTE      Amount  FTE     Amount 

198   $16,129,000  197   $16,689,000  -1   +$560,000 


Introduction 

The  National  Apprenticeship  Act  of  1937  (Public  Law  75-308)  established 
a  system  for  developing  and  expanding  the  Nation's  skilled  worker  resources 
through  employment  and  training.   Apprenticeship  is  a  work-based  learning 
system  in  which  apprenticeship  programs,  involving  actual  jobs,  are  sponsored 
by  individual  employers,  employer  associations,  or  jointly  by  employers  and 
labor  unions.   The  Bureau  of  Apprenticeship  and  Training  (BAT),  has  offices  in 
110  cities  in  the  50  States.   Working  with  State  Apprenticeship  Councils  in  27 
States,  the  District  of  Columbia,  Puerto  Rico  and  the  Virgin  Islands,  BAT 
registers  programs  and  apprentices  and  provides  technical  assistance  to 
current  and  potential  sponsors  and  related  organizations.   State  Labor 
Commissioners,  related  local,  State,  and  Federal  agencies,  employers, 
community  based  organizations  (CBOs) ,  employee  associations  and  unions  promote 
apprenticeship  to  safeguard  the  welfare  of  working  apprentices. 

The  basic  features  of  apprenticeship  have  broad  application  for 
meaningful  high  skill  employment,  with  pay  by  the  employer  increasing  as 
skills  increase.   These  features  include:   structured  on- job- training  and 
related  instruction,  formal  recognition  of  accomplishments  with  portable 
credentials  upon  completion,  private  sponsorship  tailored  to  the  workplace  and 
a  sponsor/apprentice  agreement  specifying  process,  duration  and 
skill/competency  outcomes.   Apprenticeship  is  voluntary  -  there  are  no  Federal 
grants  to  employers  or  apprentices,  and  all  graduates  are  in  good  paying  jobs 
during  their  apprenticeship  and  continue  in  good  paying  jobs  after  graduation. 

BAT  provides  technical  assistance  to  reduce  artificial  barriers  for 
women  and  minorities  entering  apprenticeship  and  ensures  that  they  are 
afforded  equal  employment  opportunity  (EEO)  in  apprenticeship.   BAT  staff 
encourages  EEO  by  providing  technical  assistance  and  by  monitoring  the 
selection  of  apprentices  through  compliance  reviews  of  the  sponsors. 

The  Federal  Committee  on  Apprenticeship  (FCA)  is  a  group  of  21 
representatives  of  employers,  labor,  and  the  public  who  provide  assistance, 
advice,  and  counsel  to  the  Secretary  and  the  Assistant  Secretary  in  the 
development  of  policies,  legislation,  and  regulations  affecting  apprenticeship 
and  other  training  strategies. 
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Funding  for  this  activity  during  the  last  five  years  has  been  as 
follows : 

Funding  FTE 

1992 $17,001,000  243 

1993 $17,217,000  243 

1994 $17 ,  312 ,  000  226 

1995 $17,460,000  223 

1996 $16,129,000  198 

1997  Budget  Request 

The  Bureau  expects  registered  apprenticeship  and  participation  of 
targeted  groups  to  increase  due  to  increased  promotional  activities  and 
efforts.   Bureau  field  staff  will  continue  working  with  the  Administration's 
workforce  development  initiatives  to  improve  the  transition  from  school-to- 
work,  clarify  skill  standards,  integrate  information  on  registered 
apprenticeship,  and  other  training  and  employment  within  labor  markets  in  the 
One-Stop  Career  Centers. 

Industry  promotion  and  the  expansion  of  apprenticeship  and  other 
workplace  training  will  continue  as  a  top  priority  in  1997.   Promotional 
materials  and  brochures  are  out-of-date  and  out-of-print.   To  carry  out 
marketing  and  expansion  plans,  additional  funds  are  requested  to  support  the 
updating  of  promotional  materials,  develop  and  implement  a  marketing  strategy, 
and  to  provide  direct  technical  assistance  and  consulting  services  to  industry 
and  labor. 

To  carry  out  the  mission  of  tue  agency,  BAT  is  entering  into  the  next 
phase  of  reengineering  by  forming  a  Senior  Leadership  Team  (Regional  Directors 
and  National  Office  managers),  and  empowered  work  teams  (national,  State, 
local  and  field  staff)  through  which  it  will  achieve  both  programmatic  and 
organizational  goals  and  provide  products  and  services  to  our  internal  and 
external  customers.  BAT  will  continue  to  implement  the  Bureau's  reinvention 
efforts  outlined  in  the  Design  Team  Report.  The  comprehensive  report  addresses 
how  to  provide  better  services  at  less  cost,  and  how  the  consolidation  and 
restructuring  of  the  National  Apprenticeship  System  can  be  run  "more  like  a 
business  than  a  bureaucracy."   The  goal  is  to  assist  the  Department  in 
improving  the  skills  of  working  men  and  women  while  assuring  that  business  and 
industry  are  globally  competitive. 

Special  projects  will  continue  to  provide  technical  assistance  to  women 
and  minorities  to  assist  entry  into  apprenticeship  and  non- traditional 
occupations.  They  are  also  expected  to  yield  an  increase  in  skilled  women  and 
minorities,  as  well  as  to  provide  information  as  to  the  effectiveness  of 
alternative  approaches  to  better  support  targeted  groups. 
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The  following  table  provides  data  on  the  number  of  programs  and 
apprentices  as  well  as  on  quality  reviews: 


Apprentices  (EOY) 

Total  End-of-Year  355,000  360,000  365,000 

Women  29,367  30,000  31,025 

Minorities  94,285  95,000  97,500 

Programs  (EOY) 

Total  33,933        34,700        36,100 

Total  Quality  Reviews 

EEO  Activity  1,290        1,300         1,400 

Programs  1,025         1,100         1,200 

The  1997  request  includes  an  increase  of  $1,000,000  in  the  Program 
Operations  account  for  closeout  of  JTPA  and  transition  to  a  new  workforce 
development  system.   Of  that  amount,  $72,000  is  requested  for  this  budget 
activity.   These  resources  are  needed  for  travel  and  training  for  Federal 
staff  related  to  transition  activities. 

1996 

The  Bureau  expects  to  achieve  an  increase  in  registered  apprenticeship 
(actual  jobs)  and  targeted  groups  in  apprenticeship,  and  retention  in 
apprenticeship  programs  will  increase  over  the  1995  levels.   In  addition,  the 
Bureau  is  expanding  its  management  information  systems,  AIMS,  to  track  other 
training  activities  associated  with  apprenticeship  for  which  the  Bureau  has 
responsibility. 

Specific  projects  continue  to  increase  the  participation  and  retention 
rates  of  women  and  minorities  in  apprenticeship.  These  include: 

o    BAT  partnerships  with  HUD,  Commerce,  EPA,  Education,  State  and  local 
officials,  industry  and  labor,  and  CBOs  are  expected  to  enhance  the 
expansion,  quality  and  diversity  in  registered  apprenticeship  and  other 
workplace  training  programs. 

o    Continuation  of  the  three  competitive  grant  awards  to  CBOs  to  determine 
optimum  technical  assistance  to  improve  the  selection,  training  and 
completion  of  minorities  and  women  in  high-skilled  jobs. 

o    Continuation  of  the  grants  to  CBOs  administered  jointly  with  the  Women's 
Bureau  to  provide  technical  assistance  to  employers  and/or  unions  for 
women  to  improve  entry  and  retention  in  apprenticeship  programs  in  non- 
traditional  occupations. 

o    Continuation  of  the  contract  with  the  International  Union  of  Operating 
Engineers  to  train  women/minorities  in  heavy  equipment  construction 
occupations,  offer  workshops  on  managing  diversity  in  the  work-place,' 
and  develop  materials  to  promote  registered  apprenticeship  training  in 
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the  building  and  construction  trades  occupations.  Also  a  grant  to 
develop  new  modular  preapprenticeship  training  for  minorities  in 
automotive  machine  trades . 

The  Bureau  continues  to  support  and  carry  out  the  Administration's 
workforce  development  initiatives,  including  school -to-work,  voluntary  skill 
standards,  and  one-stop  centers  to  integrate  them  into  State  and  local 
apprenticeship  and  training  systems,  where  feasible.   Also,  other  projects  and 
activities  are  being  developed  by  work  teams  established  for  each  of  BAT's 
programs  and  organizational  priorities. 

During  1996,  the  Federal  Committee  on  Apprenticeship  is  providing 
assistance,  advice  and  counsel  to  the  Secretary  and  the  Assistant  Secretary  in 
the  development  and  implementation  of  administration  policies  on  legislation 
and  regulations  affecting  apprenticeship;  determining  the  proper  and  most 
effective  role  of  the  apprenticeship  concept  of  training  in  meeting  future 
skilled  worker  training  needs;  carrying  out  of  program  responsibilities  in  the 
apprenticeship  and  journeyworker  training  areas;  and  providing  recommendations 
on  a  broad  range  of  activities  to  improve  and  expand  the  apprenticeship 
system. 

To  address  the  Reinvention  mandate,  the  Bureau  will  use  the 
Union/Management  Policy  Team  to  update  and  implement  both  Phase  I  and  Phase  II 
of  the  project.   To  assure  a  more  integrated  apprenticeship  program  among 
States,  the  Bureau  will  address  joint  planning  and  reporting  by  bringing  State 
Apprenticeship  Agencies  presently  reporting  to  their  Governor  into  the  federal 
reporting  system.   This  action  will  provide  more  complete  data  to  manage  the 
system  and  measure  performance. 

1995 

BAT  staff  contributed  significantly  to  the  DOL's  workforce  investment 
strategies,  particularly  with  regard  to  school-to-work  and  One-Stop  Centers. 
BAT  also  continued  the  partnership  with  the  uniformed  services  to  provide 
quality  apprenticeship  opportunities  to  our  enlisted  men  and  women.   Jointly 
with  our  State  partners,  BAT  designed  and  implemented  a  standardized  planning 
process  and  format  for  developing  State/regional  apprenticeship  and  training 
plans . 
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Specific  projects  continued  to  address  diversity  in  apprenticeship. 
Projects  started  or  ongoing  in  1995  include: 

o    BAT  contributed  to  the  training  of  public  housing  residents  as  a  partner 
in  the  Step-Up  program  with  HUD,  DOJ ,  HHS ,  and  local  authorities.   To 
date,  there  are  20  public  housing  authorities  with  Apprenticeship 
Standards  that  include  the  Step-UP  component:   Alabama-Huntsville; 
Arizona -Phoenix,  Chandler,  Nogales;  Delaware -Wilmington;  Florida-Ft. 
Lauderdale;  Illinois-Chicago,  Joliet;  Maryland-Baltimore;  Michigan- 
Detroit;  Minnesota-Minneapolis-St .  Paul;  New  York- Albany,  Cohoes , 
Schenectady,  Troy,  Watervliet;  Texas -Dallas ;  Wisconsin-Milwaukee;  West 
Virginia-Huntington.   Step-UP  enables  welfare  recipients,  low  income 
earners,  women,  and  minorities,  to  learn  marketable  skills. 

o    In  partnership  with  the  uniformed  services,  BAT  provided  a  smooth 

transition  of  servicemembers/apprentices  into  civilian  work.  Also,  a 
grant  was  provided  to  develop  new  modular  preapprenticeship  training  for 
minorities  in  automotive  machine  trades,  and  for  two  research  projects 
to  examine  specific  issues  relevant  to  BAT  operations  and  planning  with 
regard  to  EEO  and  apprenticeship  outcomes. 

o    Three  competitive  grants  were  awarded  to  CBOs  to  determine  optimum 

technical  assistance  to  improve  the  selection,  training  and  completion 
of  minorities  and  women  in  high-skilled  jobs. 

o    Jointly  with  the  Women's  Bureau,  BAT  provided  grants  to  CBOs  to  provide 
technical  assistance  to  employers  and/or  unions  for  women  to  improve 
entry  and  retention  in  apprenticeship  programs  in  nontraditional 
occupations . 

o    To  enable  community  based  organizations  to  provide  technical  assistance 
to  employers  and  employee  groups,  BAT  and  the  International  Union  of 
operating  Engineers  continued  a  contract  to  train  women/minorities  in 
the  heavy  equipment  construction  occupations,  and  developed  a  trainer's 
manual  and  workshop- on  managing  diversity  in  the  work-place.   The 
diversity  training  workshop  mancrai__was  distributed  to  approximately  80 
organizations,  unions  and  individuals  throughout  the  country. 


BAT's  senior  leadership  received  supporting  empowerment  training  on  the 
skills  leaders  need  to  ensure  a  high-performance  work  environment  and 
organization.   In  addition,  eight  BAT  staff  were  certified  as  trainers  for 
training  in  techniques  for  an  empowered  workforce. 


In  April  1995,  the  Bureau  formed  a  design  team  to  follow  through  on  the 
reinvention  plan  developed  in  the  previous  year.   Established  using 
reinvention  principles,  the  Team  conducted  a  wide  ranging  series  of  activities 
which  sought  input  from  Bureau  staff,  customers,  and  partners  in  the 
apprenticeships.   The  draft  design  plan  was  released  in  October  1995  and 
additional  input  was  sought.   The  plan  provides  direction  for  the  Bureau's 
role  in  the  apprenticeship  system  based  on  the  principles  of  staff 
empowerment,  teamwork,  high  performance  work  organizations  and  continuous 
quality  improvement. 
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High  involvement  training  was  provided  to  75  percent  of  BAT  staff.   This 
was  the  first  phase  of  training  designed  to  bring  about  cultural  change 
necessary  to  become  a  high  performance  organization.   Due  to  extra  travel 
dollars  provided  for  this  activity,  for  the  first  time  all  BAT  staff  were  able 
to  participate  in  and  benefit  from  ETA  developed  training.   The  remaining  25 
percent  will  receive  the  training  in  the  first  half  of  1996. 

The  BAT  Policy  Team  continued  to  pursue  reinvention  efforts  of  lowering 
decision  making,  empowering  employees,  improving  customer  service  and 
streamlining  operations.   The  Team  has  continuously  solicited  input  from  all 
BAT  associates  and  has  received  over  144  comments/suggestions  with  over  20 
percent  of  the  staff  providing  input.   The  Team  submitted  five  separate 
reports  plus  a  comprehensive  report  of  all  activities  with  over  35 
recommendations.   Grant  Officer  Technical  Representative/Contracting  Officer 
Technical  Representative  training  was  provided  to  at  least  one  BAT  staff 
member  in  each  region,  and  the  Union-Management  Pairs  Team  provided  leadership 
and  support  to  ensure  the  mission  and  goals  of  reinvention  and  quality 
partnership  were  communicated  and  administered  successfully  within  the  Office. 

The  Federal -State  Registered  Apprenticeship  Liaison  Committee  played  a 
leadership  role  in  improving  communications,  sharing  information,  discussing 
issues,  and  undertaking  joint  activities,  such  as  regular  national  level 
meetings  and  conference  calls,  regional  and  State  planning  and  strategy 
sessions,  establishment  of  subcommittees  to  undertake  a  cost/benefit  study  of 
apprenticeship  and  a  coordinated  marketing  strategy.   Activities  are  underway 
to  provide  opportunity  for  State  apprenticeship  agencies  to  be  included  in  the 
National  Automated  Data  Communication  System.   Also,  the  National 
Apprenticeship  System  will  be  improved  through  the  cooperative  efforts  of  the 
Bureau  of  Apprenticeship  and  State  Apprenticeship  agencies. 

The  Secretary's  Federal  Committee  on  Apprenticeship  (FCA)  met  three 
times  in  1995.   They  held  their  first  out  of  town  meeting  in  Ann  Arbor, 
Michigan,  where  they  participated  in  the  Instructors  Training  Program  of  the 
United  Association  of  Journeymen  and  Apprentices  of  the  Plumbing  and 
Pipefitting  Industry  of  the  U.  S.,  and  Canada  at  the  Washtenaw  Community 
College.   More  than  1,500  people  were  involved  in  the  program. 

The  Committee's  main  theme  during  its  meetings  was  to  review  and  endorse 
the  major  elements  of  Strategic  Plan  I  and  II  for  promoting  and  expanding 
apprenticeship  in  the  United  States.   The  FCA  charter  was  renewed  for  two 
years . 
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PO-51 
Changes  in  1997 

Activity  Changes: 

Built-in: 

Within-grades  and  promotions $116,000 

Annual izat ion  of  pay  increase  effective  January,  1996  89,000 

Pay  increase  effective  January,  1997 313,000 

Federal  Employees'  Compensation  Fund 6,000 

Travel 17,000 

Rent 95,000 

Communications 6,000 

Printing 1,000 

Other  services A, 000 

Purchases  of  goods  and  services  from  government  accounts 25,000 

Operation  and  maintenance  of  equipment 2,000 

Supplies 4,000 

Equipment 8,000 

Total  Built-in:  $686,000 

FTE 

Net  Program -$126,000 

FTE -1. 

Workforce  Development  System  Implementation 

Proposal :   To  provide  technical  assistance  and  training  to  States  in 
transition  to  the  new  workforce  development  system. 

Rationale :   The  workforce  development  legislation  currently  being  deliberated 
by  Congress  will  create  new  and  different  responsibilities  for  States  and 
local  service  providers.   It  will  be  necessary  for  ETA  to  provide  technical 
assistance  and  training  to  States  in  the  implementation  of  rules,  regulations 
and  performance  measures  for  the  new  consolidated  system.   Requested  funds 
will  be  used  for  travel  for  Federal  staff. 

Program  Effects:   The  timely  implementation  of  the  new  workforce  development 
system  is  vital  to  its  effectiveness  and  to  the  ability  of  ETA,  the  States  and 
local  service  providers  to  fulfill  their  respective  responsibilities. 

Base : 

FTE:   z^.  Estimate:    $589,000 

Program  Increase: 

FTE:   ii  Estimate:   +$43,000 
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PO-52 

Federal  Staff  Training 

Proposal:   To  provide  additional  funds  for  training  of  Federal  staff. 

Rationale:   ETA  is  planning  a  major  reorganization  to  coincide  with  the 
implementation  of  the  new  workforce  development  system.   Requested  funds  will 
be  used  to  provide  skills  assessments,  transition  assistance  and  retraining 
for  ETA  in  skills  necessary  for  fulfillment  of  Federal  responsibilities  under 
the  workforce  development  system. 

Program  Effects:   Ensuring  that  ETA  staff  are  provided  with  mission-specific 
skills  necessary  for  implementation  of  the  workforce  development  system  as 
well  as  knowledges  related  to  career  transition  is  an  essential  element  of  the 
agency's  ability  to  effectively 7ulfi.ll  its  new  responsibilities  under  the  new 
system. 

Base: 

FTE:   zz  Estimate:   $103.000 

Program  Increase: 

FTE:    --  Estimate:    +S29.000 


Streamlining 

Proposal :   A  decrease  of  one  FTE  representing  the  activity's  1997  portion  of 
the  Government -wide  FTE  reduction. 

Rationale :   To  comply  with  the  reduction  in  FTE  required  by  P.L.  103-226. 

Program  Effects:   None.   The  reduction  of  one  FTE  will  be  absorbed  through 
increased  efficiency  in  staff  utilization,  increased  use  of  automation  and  the 
elimination  of  unnecessary  work  processes  and  reports. 


Base : 

FTE:   198  Estimate:   $16.815.000 


Program  Decrease: 

FTE:   J.  Estimate:     -$55.000 
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Administrative  Expense  Reduction 

Proposal:   To  reduce  administrative  expenses  in  non-personnel  services 
categories . 

Rationale :   To  reduce  administrative  expenses  as  required  by  E.O.  12837. 

Program  Effects:   None.   The  $143,000  decrease  will  be  absorbed  through 
increased  efficiency. 

Base: 

FTE:   ^  Estimate:    $4.438.000 

Program  Decrease: 

FTE:  ZZm  Estimate:     -$143.000 
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P0-54 

EXECUTIVE  DIRECTION 


1996                         1997  Difference 

Conference  Action                  Estimate 1996/1997 

FTE      Amount  FTE      Amount  FTE     Amount 

68    $7,151,000              62    $6,960,000  -6   -$191,000 


Introduction 

The  Executive  Direction  activity  provides  overall  policy  leadership; 
supervision  and  direction;  designs,  develops  and  implements  program  research 
and  evaluation  projects;  and  plans  and  implements  pilots  and  demonstrations; 
provides  administrative  and  program  management;  and  conducts  legislative 
relations  for  the  Employment  and  Training  Administration.   This  activity 
consists  of  two  distinct  functional  offices:   the  Office  of  the  Assistant 
Secretary  and  the  Office  of  Policy  and  Research  <,0PR)  . 

The  Office  of  the  Assistant  Secretary  provides  overall  direction  and 
leadership  for  all  ETA  activities.   This  includes  policy  planning  and 
implementation,  achievement  of  approved  program  and  staffing  levels, 
development  of  legislative  proposals,  implementation  of  legislative  changes, 
financial  control  improvements,  and  the  design  of  organizational  development 
for  effective  administration  of  all  ETA  programs. 

OPR  provides  the  principal  staff  capability  for  ETA's  planning,  policy 
and  legislative  functions,  research  and  demonstration  programs,  performance 
standards  development,  and  program  evaluation. 

Funding  and  FTE  for  this  activity  during  the  last  five  years  has  been  as 
follows : 

Funding  FTE 

1992 $8,829,000  103 

1993 $7,534,000  78 

1994 $8,636,000  90 

1995 $7,720,000  76 

1996 $7,151,000  68 
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1997  Request 

The  Assistant  Secretary's  Office  will  continue  to  provide  overall 
direction  and  leadership  in  the  development  of  improved  training  and 
employment  programs  nationwide.   The  major  objectives  of  the  Office  include: 

o  Advising  the  Secretary  in  the  formulation  and  execution  of  policies, 
programs,  and  systems,  and  in  the  establishment  of  national  priorities 
for  training  and  employment. 

o   Directing  the  development  of  operational  and  strategic  policy,  and 
administering  the  operations  of  ETA  programs. 

o   Directing  the  development  and  administration  of  programs  for  management 
improvement  and  technical  assistance  for  the  program  delivery  agents. 

o   Directing  the  administrative,  financial,  and  management  systems  and 
services  for  ETA. 

A  major  effort  will  be  to  work  with  Congress  to  implement  new 
legislation  that  will  create  a  new  workforce  development  system,  while  at  the 
same  time  closing  out  the  old  training  and  employment  system.   OPR  will 
continue  to  develop  and  manage  policy,  legislative,  research,  demonstration, 
and  evaluation  activities  that  promote  the  growth  of  an  improved,  integrated 
workforce  development  system. 

In  program  evaluation,  staff  will  continue  implementation  of  the 
evaluation- -begun  in  1993- -of  the  net  impact  of  the  Job  Corps  program.   Staff 
will  also  continue  evaluations  of  Department  and  Administration  initiatives  on 
Worker  Profiling  and  Reemployment  Services,  Lifelong  Learning,  One-Stop  Career 
Center  systems,  school- to-work  transition,  and  improving  service  effectiveness 
for  out-of -school  youth. 

In  pilots  and  demonstrations,  major  efforts  are  expected  to  support 
Administration  priorities  through  launching  three  major  new  initiatives- - 
Opportunity  Areas  for  Out-of -School  Youth,  Jobs  for  Residents  of  Enterprise 
Zones  and  Empowerment  Communities,  and  support  to  State-based,  employer- 
sponsored  training  (Incumbent  Workers  Demonstration). 

OPR  will  continue  to  implement  and  analyze  the  Standard  Participant 
Individual  Record  that  is  used  to  measure  outcomes  for  adults  and  youth  in 
ETA-supported  training  programs.   OPR  will  also  continue  work  on  customer- 
service  measurement  for  ETA-supported  programs  that  was  launched  in  1995. 

OPR's  responsibilities  in  skill  assessment  and  analysis  will  continue  to 
emphasize  production  of  a  new  skills/occupation  system  (0*Net)  and 
identification  of  cross -functional  generic  skill  requirements  that  are 
applicable  to  high-performance  work  settings. 

The  1997  request  includes  an  increase  of  $1,000,000  in  the  Program 
Operations  account  for  closeout  of  JTPA  and  transition  to  a  new  workforce 
development  system.   Of  that  amount,  $24,000  is  requested  for  this  budget 
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PO-56 

activity.   These  resources  are  needed  for  travel  and  training  for  Federal 
staff  related  to  transition  activities. 

1996 

OPR  is  continuing  to  develop  and  manage  policy,  legislative,  research, 
demonstration,  and  evaluation  activities  that  underpin  growth  of  an  improved, 
integrated  workforce  development  system. 

In  program  evaluation,  staff  continues  to  implement  the  evaluation  of 
the  net  impact  of  the  Job  Corps  program  begun  in  1993.   Staff  will  also 
continue  evaluations  of  Departmental  and  Administration  initiatives  on  Worker 
Profiling  and  Reemployment  Services,  Lifelong  Learning,  One -Stop  Career  Center 
systems,  school -to -work  transition,  and  improving  service  effectiveness  for 
out -of -school  youth. 

In  pilot  and  demonstration  initiatives,  efforts  are  continuing  to 
support  development  of  the  new  workforce  development  system,  including  pilots 
and  demonstrations  in  improving  services  to  at-risk  youth- -including  a  major 
effort  to  pilot  test  the  Opportunity  Areas  for  Out-of -School  Youth  that  would 
be  launched  as  a  major,  initiative  in  1997,  and  a  lifelong  learning  • 
demonstration  for  adult  workers. 

OPR  is  continuing  work  on  implementing  and  analyzing  the  Standard 

Participant  Individual  Record  that  is  used  by  a  number  of  ETA  programs  for 

adults  and  youth.   OPR  will  continue  work  begun  in  1995  on  customer- service 
measurement  for  ETA  programs . 

OPR's  new  responsibilities  in  skill  assessment  and  analysis  are 
emphasizing  developing  a  prototype  occupational  information  network  (0*Net)  to 
replace  the  outdated  occupational  titles  methodology  and  identifying  cross- 
functional  generic  skill  requirements  applicable  to  high-performance  work 
settings . 

1995 

Using  staff  analysis,  research  and  evaluation  findings  and 
consultations,  OPR  identified  and  analyzed  policy  issues  and  options  that 
underpin  growth  of  an  improved,  integrated  workforce  development  system  that 
supports  Departmental  and  Administration  priorities. 

In  program  evaluation,  staff  continued  implementation  of  the  evaluation 
of  the  net  impact  of  the  Job  Corps  program  begun  in  1993.   Staff  also 
continued  evaluations  of  Departmental  and  Administration  initiatives  on  worker 
Profiling  and  Reemployment  Services,  Lifelong  Learning.  One-Stop  Career  Center 
systems,  school- to-work  transition,  and  improving  service  effectiveness  for 
out-of -school  youth. 

In  pilot  and  demonstration  initiatives,  efforts  supported  development  of 
the  a  new  workforce  development  system,  including  pilots  and  demonstrations  in 
improving  services  to  at-risk  youth  and  launching  a  lifelong  learning 
demonstration  for  adult  workers. 
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PO-57 
Changes  in  1997 

Activity  Changes: 

Built-in: 

Within-grades  and  promotions $42,000 

Annual izat ion  of  pay  increase  effective  January,  1996  31,000 

Pay  increase  effective  January,  1997 115,000 

Federal  Employees'  Compensation  Fund 2,000 

Travel 5,000 

Rent 30,000 

Communications 2,000 

Printing 9,000 

Other  services 6,000 

Purchases  of  goods  and  services  from  government  accounts 13,000 

Operation  and  maintenance  of  equipment 2,000 

Supplies 3,000 

Equipment 1.000 

Total  Built-in:  $261,000 

FTE 

Net  Program  ». -$452,000 

FTE -6 


Workforce  Development  System  Implementation 

Proposal :   To  provide  technical  assistance  and  training  to  States  in 
transition  to  the  new  workforce  development  system. 

Rationale:   The  workforce  development  legislation  currently  being  deliberated 
by  Congress  will  create  new  and  different  responsibilities  for  States  and 
local  service  providers.   It  will  be  necessary  for  ETA  to  provide  technical 
assistance  and  training  to  States  in  the  implementation  of  rules,  regulations 
and  performance  measures  for  the  new  consolidated  system.   Requested  funds 
will  be  used  for  travel  for  Federal  staff. 

Program  Effects:   The  timely  implementation  of  the  new  workforce  development 
system  is  vital  to  its  effectiveness  and  to  the  ability  of  ETA,  the  States  and 
local  service  providers  to  fulfill  their  respective  responsibilities. 

Base  : 

FTE:    ^  Estimate:    $160.000 

Program  Increase: 

FTE:    --  Estimate:    +$14.000 
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PO-58 

Federal  Staff  Training 

Proposal :   To  provide  additional  funds  for  training  of  Federal  staff. 

Rationale:   ETA  is  planning  a  major  reorganization  to  coincide  with  the 
implementation  of  the  new  workforce  development  system.   Requested  funds  will 
be  used  to  provide  skills  assessments,  transition  assistance  and  retraining 
for  ETA  in  skills  necessary  for  fulfillment  of  Federal  responsibilities  under 
the  workforce  development  system. 

Program  Effects:   Ensuring  that  ETA  staff  are  provided  with  mission- specific 
skills  necessary  for  implementation  of  the  workforce  development  system  as 
well  as  knowledges  related  to  career  transition  is  an  essential  element  of  the 
agency's  ability  to  effectively  fulfill  its  new  responsibilities  under  the  new 
system. 

Base: 

FTE:    zs.  Estimate:    $55.000 

Program  Increase: 

FTE:    ii  Estimate:   +$10.000 

Streamlining 

Proposal:   A  decrease  of  six  FTE  representing  the  activity's  1997  portion  of 
the  Government -wide  FTE  reduction. 

Rationale:   To  comply  with  the  reduction  in  FTE  required  by  P.L.  103-226. 

Program  Effects:   None.   The  reduction  of  six  FTE  will  be  absorbed  through 
increased  efficiency  in  staff  utilization,  increased  use  of  automation  and  the 
elimination  of  unnecessary  work  processes  and  reports. 

Base : 

FTE:    68  Estimate:   $7.412.000 


Program  Decrease: 

FTE:    ^6  Estimate:    - $410. 000 
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Administrative  Expense  Reduction 

Proposal :   To  reduce  administrative  expenses  in  non-personnel  services 
categories . 

Rationale:   To  reduce  administrative  expenses  as  required  by  E.O.  12837. 

Program  Effects:   None.   The  $66,000  decrease  will  be  absorbed  through 
increased  efficiency. 

Base : 

FTE:  zz.  Estimate:   S2.0A8.000 

Program  Decrease: 

FTE:   --  Estimate:     -566.000 
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PO-60 

ADVISORY  AND  ASSISTANCE  SERVICES 
($in  thousands) 

1996        1997 

Type  of  Services 

Consultants 

I.  Personnel  Appointments: 

a.  Consultants  and  Experts $150         $150 

b.  Advisory  Commission  Members  

II.  Non-personnel  Appointments: 

c.  Consultants  and  experts  (contract) 

d.  Management  and  Professional  Support  Services.  .  .  . 

e.  Studies,  analyses,  and  evaluations 

f.  Engineering  and  technical  services 

Total 150         150 

Justification  of  1997  Request 

Executive  Direction  ($150)  : 

Funds  in  ETA's  Program  Operations  account  are  available  on  an  "as-needed 
basis"  to  provide  for  consultant  and  expert  services  to  the  Assistant 
Secretary  on  the  role,  responsibilities,  and  activities  of  ETA. 
Implementation  of  the  Administration's  workforce  investment  strategy 
(Comprehensive  Worker  Adjustment  program,  One -Stop  Career  Centers,  Skill 
Standards,  and  School- to-Work  Opportunities)  will  require  resources  to  be  used 
on  consultant  services . 

In  previous  years,  funds  were  utilized  to  provide  consultant  and  expert 
services  for  Secretary's  Commission  on  Achieving  Necessary  Skills,  develop  and 
implement  JTPA  legislation,  review  activities  of  ETA  Regional  Offices,  and 
assist  in  developing  and  implementing  the  Unemployment  Insurance  Quality 
Control  program. 


766 


DETAIL  OF  FULL-TIME  EQUIVALENT  EMPLOYMENT 
($  in  thousands) 


PO-61 


1995 

actual 


1996 
estimate 


1997 
estimate 


Executive  level  I 

Executive  level  II 

Executive  level  III 

Executive  level  IV 1 

Executive  level  V -- 

Subtotal 1 

Executive  level  salary $108 

ES-6 

ES-5 2 

ES-4 13 

ES-3 4 

ES  -  2 

ES-1 __3 

Subtotal 22 

ES  salary $2,620 

GS/GM-15 91 

GS/GM- 14 129 

GS/GM- 13 384 

GS-12 349 

GS-11 117 

GS-10 

GS-9 45 

GS-8 1 

GS-7 80 

GS-6 76 

GS-5 103 

GS-4 17 

GS-3 5 

GS-2 1 

GS-1 

Ungraded 9 

Subtotal 1,413 

GM/GS  salary $77,434 

Total  end  of  year  1/ 1,436 

Total  full-time  equivalent  (FTE)  1/ 1,529 


1 

1 

$111 

$114 

2 

2 

12 

12 

3 

3 

3 

3 

20 

20 

$2,148 

$2,181 

87 

86 

119 

118 

360 

358 

326 

324 

111 

110 

43 

43 

7 

7 

77 

76 

71 

71 

94 

93 

17 

17 

3 

3 

1 

1 

1,316 

1,307 

$71,603 

$72,207 

1,337 

1,328 

1,380 

1,328 

\J      Includes  reimbursables . 
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OFFICE  OF  THE  AMERICAN  WORKPLACE 
SALARIES  AND  EXPENSES 

Page  No. 

Appropriation  language 1 

Amounts  available  for  obligation 2 

Budget  authority  by  activity 3 

Budget  authority  by  object  class 4 

Significant  items  in  FY  1996  House  and  Senate 

Appropriations  Committees '  reports 5 

Amounts  in  authorizing  legislation 6 

Appropriation  history 7 

Justification: 

Appropriation 8 

General  statement 9 

Activities: 

Office  of  Workplace  Programs 10 

Labor-Management  Standards 14 

Detail  of  full-time  equivalent  employment 18 


25-051  96-25 
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OFFICE  OF  THE  AMERICAN  WORKPLACE 
SALARIES  AND  EXPENSES 

No  appropriation  is  being  requested  for  this  account  in  FY  1997.   Labor- 
Management  Standards,  13(c)  enforcement,  and  related  administrative  functions 
are  transferred  to  the  Employment  Standards  Administration. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 
($  In  Thousands) 


Appropriation 

A.  Subtotal,  Appropriation 

Comparative  Transfer  to: 

Departmental  Management, 
Salaries  and  Expenses 
Administration  and  Management.. 

Departmental  Management, 

Salaries  and  Expenses 

Civil  Rights 

Offsetting  collections  from: 

Reimbursements 

B.  Gross  Budget  Authority 

C.  Budget  Authority  Before 

Committee 

Unobligated  Balance  expiring 

O.      Total,  Estimated  obligations 


FY  1995 
Comparable 


400        $31,279 


31,279 


397  31,079 

397  31,079 

~  -495 


FY  1996  1/ 


FTE 


Amount 


284        $24,192 
284  24,192 


284  24,192 


284  24.192 


FY  1997 


FTE 


397        $30,584  284         $24,192 


1/  Includes  $24,192,000  in  budget  authority  in  FY  1996  for  Labor-Managment  Standards,  13(c)  enforcement 
and  related  administrative  functions  transferred  to  the  Employment  Standards  Administration. 
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BUDGET  AUTHORITY  BY  OBJECT  CLASS 
($  In  Thousands) 


Total  number  of  full-time 
permanent  positions 

Full-time  equivalent: 

Full-time  permanent  positions 

Other  positions 

Total 

Average  ES  Salary 

Average  GM/GS  grade 

Average  GM/GS  salary 

Personnel  compensation: 

Permanent  positions 

Other  personnel  compensation.... 

Subtotal,  personnel  compensation... 

Personnel  benefits 

Travel  and  transportation  of 

persons , 

Transportation  of  things 

Rental  payments  to  GSA 

Communications,  utilities  and 

miscellaneous  charges 

Printing  and  reproduction 

Other  services 

Purchases  of  goods  and  services 

from  Government  accounts , 

Supplies  and  materials , 

Equipment 

Total  budget  authority  by  object 

Working  Capital  Fund  obligations 
included  above 


FY  1996 

FY  1995 

Conference 

FY  1997 

Comparable 

Action  1/ 

Estimate 

397 


284 


397 

0 

397 

284 

0 

284 

$116,333 

11.02 

$51,882 

$116,333 

8.62 

$56,171 

$19,119 
194 

$15,122 
146 

19,313 

15,268 

3,668 

2,751 

1,214 

16 

2,960 

1,010 

11 

2,220 

224 

71 
200 

168 

54 

140 

2,142 

116 

1,155 

2,080 

87 

403 

$31,079 

$24,192 

(2,142) 

(2,080) 

Change 


-284 


•284 

0 

-284 


-$15,122 
-146 


-15,268 

-2,751 

-1,010 

-11 

-2,220 

-168 

-54 

-140 

-2,080 

-87 

-403 


-$24,192 
(-2,080) 


1/  Includes  $24,192,000  in  budget  authority  in  FY  1996  for  Labor-Management  Standards,  13(c)  enforc 
and  related  administrative  functions  transferred  to  the  Employment  Standards  Administration. 
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SIGNIFICANT  ITEMS  IN  1996 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES'  REPORTS 


FY  1996  House  Report  (No.  104-209) 

"...the  Committee  provides  that  up  to 
$5,600,000  of  the  amounts  available  to 
the  Department  of  Labor  for  fiscal  year 
1996  may  be  allocated  for  this  purpose, 
subject  to  the  normal  reprogramming 
requirements  of  the  Committee." 


Action  Taken  or  to  Be  Taken 


The  Department  of  Labor  will  allocate 
up  to  $5.6  million  in  FY  1996  for  the 
Teamsters  election.  Funding  sources 
are  still  being  considered  from  with- 
in the  Department. 


FY  1996  Senate  Report  (No.  104-145) 

"The  Committee  has  provided  no  funding 
for  this  agency  for  1996.  The  Office  of 
Labor-Management  Standards  is  funded  in 
the  'Employment  Standards  Administration 
salaries  and  expenses'  account.   The 
Secretary  may  exercise  his  discretion 
in  placing  this  Office  in  whatever 
Department  of  Labor  organization  he 
feels  is  most  appropriate." 

"...the  Committee  provides  that  up  to 
$5,600,000  of  the  amounts  available  to 
the  Department  of  Labor  for  fiscal  year 
1996  may  be  allocated  for  this  purpose, 
subject  to  the  normal  reprogramming 
requirements  of  the  Committee." 


The  Department  of  Labor  is  transfer- 
ring the  Office  of  Labor-Management 
Standards  to  the  Employment  Standards 
Administration  in  FY  1996. 


The  Department  of  Labor  will  allocate 
up  to  $5.6  million  in  FY  1996  for  the 
Teamsters  election.  Funding  sources 
are  still  being  considered  from  with- 
in the  Department 


FY  1996  Conference  Report  (No.  104-537) 
No  specific  actions  recommended. 
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AHQOn-S   IN  AUrHDRIZIMG  LEGISLftTICM 

($  In  Thousands) 

Budget  Request 
1-rf-t**-*™  FY  1996  1/      FY  1997 

hihhnriT^    laylalafinn    rvmtxinirtj 

Urban  Mass  Transportation  Act  of  1964/ 
as  amended  (P.L.  88-365),  (P.L.  102-240) 
1601  et.  seq. 

Rail  Passenger  Service  Act  of  1970, 
as  amended  (P.L.  91-518),  45  U.S.C. 
501  et.  seq. 

Airline  Deregulation  Act  of  1978 
(P.L.  95-504) ,  49  U.S.C.  1301  et.  seq. 

An  Act  to  create  a  Department  of  Labor 
(P.L.  62-426),  37  Stat.  736;  5  U.S.C.  611 

Labor-Management  Reporting  and 
Disclosure  Act  of  1959,  as  amended 
(PL.  86-257),  29  U.S.C.  401 
et.  seq 

Civil  Service  Reform  Act  of  1978 
(P.L.  95-454),  5  U.S.C.  7101 

Total $  24,192 


1/  Includes  $24,192,000  in  budget  authority  in  PY  1996  for 
Labor -Management  Standards,  13(c)  enforcement  and  related 
administrative  functions  transferred  to  the  Employment 
Standards  Administration. 
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APPROPRIATION  HISTORY 
($  In  Thousands) 


1987 

1988 

1989 

1/ 

1990 

2/ 

1991 

3/4/ 

1992 

5/ 

1993 

6/7/ 

1994 

7/ 

1995 

8/9/10/ 

1996 

11/ 

1997 

Budget 

Estimates 

to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 
62,275 

FTE 

62,275 

62,275 

62,275 

955 

82.073 

81,192 

80.192 

76,776 

975 

73,059 

73,059 

73,059 

72,182 

975 

75,207 

74,207 

74,207 

73,949 

980 

30,924 

30,924 

30,924 

29,921 

460 

30,902     . 

30,902 

30,902 

30,258 

431 

26,485 

26,220 

28,920 

29,824 

406 

27,309 

27,309 

27,309 

29,784 

391 

34,200 

30,411 

32,225 

31,394 

400 

24,192 

_ 

_ 

_ 

284 

1/  Reflects  $877,000  across  the  board  reduction  pursuant  to  P.L.  100-436. 

2/  Reflects  a  reduction  of  $258,000  pursuant  to  P.L.  99-177,  and 
a  reduction  of  $1,000,000  pursuant  to  P.L.  101-166. 

3/  Reflects  a  reduction  of  $1,003,000  pursuant  to  P.L.  101-517. 

4/  Reflects  the  transfer  of  Pension  and  Welfare  Benefits  Administration  to  a  new  account. 

5/  Reflects  a  reduction  of  $644,000  pursuant  to  P.L.  102-170. 

6/  Reflects  $864,000  across-the  board  reduction  pursuant  to  P.L.  102-394. 

7/  Reflects  the  transfer  of  $2,475,000  and  26  FTE  from  the  Employment  and  Training  Administration 
for  OAW  statutory  programs  and  activities  in  the  Office  of  the  American  Workplace. 

8/  Reflects  a  reduction  of  $93,000  pursuant  to  Executive  Order  12837; 
and  a  reduction  of  $170,000  pursuant  to  P.L.  103-226. 

9/  Reflects  a  reduction  of  $77,000  for  awards,  and  a  reduction  of  $19,000  for 
procurement  pursuant  to  P.L.  103-333. 

10/  Reflects  a  reduction  of  $115,000  pursuant  to  P.L.  104-19. 

1 1/  Includes  $24,192,000  in  budget  authority  in  FY  1996  for  Labor-Management  Standards,  13(c)  enforce 
and  related  administrative  functions  transferred  to  the  Employment  Standards  Administration. 
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General  Statement 

The  Office  of  the  American  Workplace  (OAW)  was  established  in  July  1993 
to  provide  a  national  advocate  for  the  creation  of  high  performance  workplace 
practices  and  policies  and  to  safeguard  the  internal  democracy  and  financial 
integrity  of  American  labor  unions.   OAW  includes  two  budget  activities:  (1) 
the  Office  of  Workplace  Programs  (OWP) ,  which  includes  the  Office  of  the 
Assistant  Secretary  for  the  American  Workplace,  the  Office  of  Work  and 
Technology  Policy,  the  Office  of  Labor-Management  Programs,  the  Public  Affairs 
Team,  and  the  Administrative  Management  and  Technology  Team;  and  (2)  the 
Office  of  Labor-Management  Standards  (OLMS) . 

The  primary  mission  of  OWP  is  to  encourage  the  development  of  work 
organization,  human  resource  practices,  technology,  and  performance 
measurements  that  enhance  business  competitiveness  and  the  skill,  involvement, 
and  commitment  of  front  line  workers;  to  promote  innovative  relations  between 
managers,  labor  unions,  and  professional  organizations  and  workers;  and  to 
administer  statutory  programs  to  certify  employee  protection  provisions  of 
various  Federally-sponsored  transportation  programs. 

The  OLMS  mission  continues  to  be  its  statutory  role  of  administering  and 
enforcing  provisions  of  the  Labor-Management  Reporting  and  Disclosure  Act  of 
1959,  as  amended  (LMRDA)  and  related  laws,  which  primarily  establish  standards 
for  labor  union  democracy  and  financial  integrity  and  require  reporting  and 
public  disclosure  of  financial  reports  filed  by  labor  unions  and  others.   OLMS 
strives  to  ensure  union  democracy  and  financial  integrity  by  correcting  and 
eliminating  criminal  violations  of  the  LMRDA  and  related  laws  and  assisting 
unions  in  achieving  statutory  compliance. 

In  FY  1997,  no  appropriation  is  being  requested  for  this  account.   In  FY 
1996,  $24,192,000  in  budget  authority  for  the  Office  of  Labor-Management 
Standards,  13(c)  enforcement  and  related  administrative  functions  are 
transferred  to  the  Bnployment  Standards  Administration. 
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OrriCK  OF  WORKPLACE  PROGRAMS 
(S  In  Thousands) 

Ft    1996  1/  FY  1997  Difference 

Confsrsnce  Action  Estimate rY96/FY97 

OS        Amount  fte       Amount  FTE.       Amount 

0  $0  0  $0  0  $0 

1/  office  of  Workplace  Programs,  with  exception  of  the  statutory  functions, 
Is  eliminated  in  FY  1996. 

Introduction 

The  Office  of  Workplace  Programs  (OWP)  consists  of  the  immediate  Office 
of  the  Assistant  Secretary,  the  Public  Affairs  Team,  the  Administrative 
Management  and  Technology  Team  and  two  program  offices:   (1)  the  Office  of 
Work  and  Technology  Policy  (OWTP)  and  (2)  the  Office  of  Labor-Management 
Programs  (OLMP) .   The  mission  of  the  Office  of  Workplace  Programs  is  to 
encourage  the  development  of  work  organization,  human  resource  practices, 
technology,  and  performance  measurements  that  enhance  business  competitiveness 
and  the  skill,  involvement,  and  commitment  of  front  line  workers;  to  promote 
innovative  relations  between  managers,  labor  unions,  and  professional 
organizations  and  workers;  and  to  administer  statutory  programs  to  certify 
employee  protection  provisions  of  various  Federally-sponsored  transportation 
programs . 

The  Office  of  Workplace  Programs  was  established  as  a  new  budget 
activity  when  the  Office  of  the  American  Workplace  was  created  by  Secretary 
Reich  in  July  1993.   Funding  for  this  new  activity  was  provided  by 
reorganizing  resources  already  appropriated  to  the  Department.   The  funding 
and  FTE  history  shown  below  for  FY  1993  reflect  amounts  comparable  to  those 
shown  for  FY  1994.   The  FY  1994  summary  includes  resources  from  Team  21,  the 
Office  of  Labor-Management  Standards  and  the  Employment  and  Training 
Administration  to  fund  certain  activities  assumed  by  OWP  when  the  Office  of 
the  American  Workplace  was  created. 

Funding  for  this  activity  has  been  as  follows: 

Funding         FTE 

1993  $7,184,000        77 

1994  $7,215,000        77 

1995  $7,197,000        77 

1996  $0         0 

FY  1997  Budget  Request 

In  FY  1997,  no  funding  is  requested  for  this  activity. 

FY  1996 

The  Task  Force  on  Excellence  in  State  and  Local  Government  Through  Labor 
Management  Cooperation,  with  the  assistance  of  OLMP  staff,  completed  its  work. 
The  final  report  of  the  Task  Force  will  be  published  on  April  30,  1996.   This 
14  member  Task  Force,  co-chaired  by  former  Governor  Florio  of  New  Jersey  and 
Mayor  Jerry  Abramson  of  Louisville,  Kentucky,  is  unanimous  in  its  view  that 
public  workplaces  must  change  from  traditional  ways  of  doing  business  and  move 
towards  workplace  cooperation,  participation  and  quality  improvement. 
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In  January,  1996,  the  Department  implemented  new  Guidelines  for  the 
administration  of  the  Transit  Employee  Protection  Program,  omn  nily  referred 
to  as  Section  13  (c)  .  The  Guidelines  were  revised  to  expedite  the 
certification  process  and  make  it  more  predictable.  Under  the  new  Guidelines, 
strict  time  frames  are  set  for  certification  which  will  occur  within  sixty 
days  of  the  date  the  Department  begins  processing  an  application.  The 
Department  will  continue  processing  claims  which  are  submitted  pursuant  to  the 
certified  protections.  Additional  efforts  will  focus  on  increasing  the 
efficiency  of  the  claims  responsibilities  and  administering  its  remaining 
responsibilities  pursuant  to  the  Airline  Rehire  Program. 

FY  1995 

In  1995,  CMP  continued  to  encourage  the  development  of  work 
organizations,  human  resource  practices,  technology,  and  performance 
measurements  that  enhance  business  competitiveness  and  the  skill,  involvement, 
and  commitment  of  front  line  workers;  and  to  promote  innovative  relations 
between  managers,  labor  unions,  and  professional  organizations  and  workers. 
In  that  regard,  OWP: 

(1)  released  the  "Responsible  Restructuring  Guide"; 

(2)  announced  research  results  supporting  high  performance  practices  in 
conjunction  with  researchers  from  Harvard  Business  School  and  Ernst  &  Young; 

(3)  co-sponsored  with  the  New  York  Society  of  Securities  Analysts  a 
presentation  to  analysts  and  portfolio  managers  by  a  panel  of  CEOs  who  have 
successfully  adopted  high  performance  practices; 

(4)  expanded  the  Best  Practices  Clearinghouse  data  base  making  it 
available  on  the  Internet; 

(5)  wrote  the  Department's  contribution  to  the  Capital  Allocation 
Subcommittee  of  the  Competitiveness  Policy  Council; 

(6)  arranged  and  crafted  the  Secretary's  presentation  to  the  Securities 
and  Exchange  Commission  on  securities  law  reform; 

(7)  drafted  the  Department's  contribution  to  the  Administration's 
document  on  regulatory  reform  for  small  business; 

(8)  coordinated  the  Department's  participation  in  the  White  House 
Conference  on  Small  Business ; 

(9)  completed  the  report  on  the  Task  Force  on  Excellence  in  State  and 
Local  Government  Through  Labor-Management  Cooperation; 

(10)  assisted  with  providing  grant  money  for  the  creation  of  Labor 
Institute  for  Work  Place  Change  at  the  George  Meany  Center  for  Labor  Studies; 

(11)  completed  the  four-week  Labor  Leadership  Institute  at  the  George 
Meany  Center  (the  Department  will  acquire  training  materials  developed  by  the 
Institute  to  share  with  others  who  seek  to  provide  their  membership  and  staff 
with  the  skills  necessary  to  create  High  Performance  Work  Places) ; 

(12)  completed  five  train- the  trainer  modules  for  the  Reinventing 
Government  effort  (they  were  also  modified  for  private  sector  use)  ; 

(13)  responded  to  over  1200  letters  to  the  President  and  the  Secretary 
regarding  collective  bargaining  disputes,  labor  relations  issues, 
congressional  inquires,  and  employment  policy  matters; 
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(14)  successfully  implemented  the  process  associated  with  Executive  Order 
12954  (Striker  Replacement)  until  court  action  halted  the  enforcement  of  this 
Order; 

(15)  provided  weekly  reports  to  the  White  House  and  detailed  monthly 
reports  to  the  Department  on  strikes,  collective  bargaining  disputes  and  major 
negotiations ; 

(16)  represented  the  Department  on  OECD  initiatives  concerning  corporate 
governance  and  flexible  enterprises  (high  performance  companies) ; 

(17)  co-sponsored  with  INC.  Magazine  and  Ernst  &  Young  a  presentation  by  a 
panel  of  CEOs  on  why  they  share  information  with  their  workers; 

(18)  collaborated  with  OSTP  on  a  data  base  of  US  high  performance  service 
providers; 

(19)  continued  to  publish  "The  American  Workplace",  a  bi-monthly  four -page 
newsletter  that  reaches  more  than  20,000  CEOs,  plant  managers,  human  resource 
professionals,  union  leaders  and  members,  trade  association  and  government 
officials; 

(20)  conducted  outreach  through  trade  associations  and  business 
organizations  to  promote  high  performance  workplace  practices  among  U.S. 
businesses; 

(21)  sponsored  academic  research  on  the  relationship  of  high  performance 
practices  to  financial  performance  (5  studies) ; 

(22)  developed  revised  guidelines  to  administer  the  transit  employee 
protection  program  establishing  a  60  day  deadline  for  certifications; 

(23)  co-hosted  a  National  Transit  Labor-Management  Cooperation  Conference; 

(24)  certified  employee  protection  for  over  1000  transit  applications  and 
resolved  49  employee  protection  claims  under  Federal  Transit  Act. 

Workload  Accomp] i  nhmpnt 

1995      1996        1997 

Rnylnyae    Protect  inma    Pmrpimin 

Federal  Transit  Act 

Urban  Program  Certification 

Actions  Processed 

Rural  Program  Certification 

Actions  Processed 

Airline  First-Right-of-Hire 

Program  Inquiries 

Claims  (Determinations) 

Arbitrated 

1/  In  FY  1996,  the  statutory  functions  are  transferred  to  the  Employment 
Standards  Administration. 


1024 

1,200  2/ 

530 

530 

100 

105  3/ 

49 

77  4/ 

780 


2/  The  increase  from  1,024  to  1,200  Certification  Actions  in  FY  1996  reflects 
the  increased  number  of  grants  anticipated  to  be  issued  for  Federal  Transit 
Administration  for  grants. 

3/  The  increase  from  100  to  105  in  the  number  of  Airline  First  of  Hire  program 
inquiries  is  anticipation  baspd  on  past  trends. 

4/  The  increase  from  49  to  77  Claims  Determinations  is  based  on  the  revised 
guidelines  which  are  expected  to  generate  more  claims. 
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OFFICE  OF  LABOR-MANAGEMENT  STANDARDS 
($  In  Thousands) 

FY  1996  1/  FY  1997  Dif fe 

Conference  Action  RflHmnl-fl FY96/FY97 

FJ£  tammt-  £^£  gJBUBt  FXE  hwrnf 

284       $24,192  ---  -284     -$24,192 

1/  Includes  $24,192,000  and  266  FTE  for  Labor-Management  Standards,  13(c) 
and  administrative  functions  transferred  to  the  Employment  Standards 
Administration . 

BilagadHBfcifla 

The  principal  law  administered  by  the  Office  of  Labor-Management 
Standards  (OLMS)  is  the  Labor-Management  Reporting  and  Disclosure  Act  of  1959, 
as  ■■ended  (LMRDA) .   The  LMRDA  applies  to  private  sector  unions  and,  by  virtue 
of  the  Postal  Reorganization  Act,  to  unions  in  the  U.S.  Postal  Service. 
Provisions  in  the  Civil  Service  Reform  Act  of  1978  (CSRA)  and  Section  1017  of 
the  Foreign  Service  Act  (FSA)  apply  similar  standards  to  nn-inmn  in  the  Federal 
sector. 

The  LMRDA  is  the  primary  Federal  law  which  governs  the  relationship 
between  a  union  and  its  members.   The  LMRDA  establishes  certain  basic  rights 
for  union  members;  requires  proper  handling  and  safeguarding  of  union  funds 
and  assets;  provides  for  the  reporting  and  disclosure  of  financial 
transactions  and  administrative  practices  of  unions,  employers,  and  labor 
relations  consultants;  prevents  abuse  in  the  administration  of  union 
trusteeships;  and  imposes  standards  on  the  frequency  and  conduct  of  union 
officer  elections. 

In  carrying  out  its  statutory  responsibilities  to  ensure  union  democracy 
and  fiscal  integrity,  OLMS's  objectives  are  to  detect  and  correct  violations 
of  the  law  through  pro-active  compliance  audit  and  investigative  programs, 
civil  litigation,  criminal  prosecution,  and  voluntary  compliance.   OLMS 
performs  four  types  of  activities  (investigations,  compliance  audits, 
reports/public  disclosure,  and  compliance  assistance)  and  achieves  a  balanced 
enforcement  program  by  appropriately  allocating  resources  among  these  four 
activities  which  are  discussed  below: 

Tnvfi»fi  gat  ions 

OLMS  conducts  both  civil  and  criminal  investigations  to  determine  if 
violations  have  occurred.   Investigation  of  union  officer  elections  (civil) 
and  the  hand!  i ng  of  union  funds  (criminal)  are  the  program's  two  major 
enforcement  activities. 

Title  IV  of  the  LMRDA  establishes  basic  rules  for  unions  to  follow  when 
electing  their  officers.   OLMS  investigates  officer  elections  upon  receipt  of 
a  timely  filed  complaint  from  a  member  and  must  complete  its  investigation 
within  60  days  as  required  by  the  LMRDA.   If  warranted,  OLMS  may  take  legal 
action  to  set  aside  the  challenged  election  and  order  a  new  election  imHo-i- 
OLMS  supervision.   Since  these  investigations  are  initiated  only  an  a 
complaint  basis,  OLMS  can  exercise  no  control  over  the  number  or  type  of 
election  complaints  it  investigates.   Consequently,  the  staff  resources 
devoted  to  the  election  program  vary  each  year  in  response  to  the  complaint 
workload . 

Under  Section  501(c)  of  the  LMRDA,  it  is  a  Federal  crime  for  a  labor 
union  officer  or  employee  to  embezzle  funds  of  the  union.   OLMS  conducts 
complaint-based  and  agency- initiated  criminal  investigations  to  protect  and 
safeguard  union  funds  and  assets.   Union  officers  and  employees  may  be  barred 
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f rem  holding  union  office  or  employment  for  up  to  13  years  if  convicted  of 
certain  crimes,  itw-IiiH-jtvj  embezzlement,  and  in  many  cases  are  ordered  by  a 
U.S.  District  Court  to  make  restitution  to  the  union. 

OIKS  also  investigates  possible  criminal  and  civil  violations  of  other 
sections  of  the  LMRDA  involving  bonding,  illegal  loans  to  union  officers  and 
employees,  trusteeships,  and  other  matters. 

flamliaPBB  Audits 

OLMS  conducts  compliance  audits  to  uncover  embezzlements  and  other 
criminal  and  civil  violations  of  the  law  and  uses  streamlined  approaches 
called  the  rv-mpi  -i  «tw-p  Audit  Program  (CAP)  and  International  Compliance  Audit 
Program  (I -CAP)  rather  than  the  traditional  type  of  financial  audit.   CAP  and 
I-CAP  also  give  QLMS  the  opportunity  to  provide  compliance  assistance  directly 
to  union  officials  to  help  them  correct  problems  detected  during  the 
compliance  audit  and  to  prevent  any  future  LMRDA  violations.   Because  of  the 
size  and  nature  of  the  international  unions  involved,  I-CAP  compliance  audits 
require  considerable  staff  resources. 

Since  CAP  and  I-CAP  audits  are  agency-initiated,  the  resources  devoted  to 
these  programs  fluctuate  annually  depending  on  other  workload  priorities, 
particularly  embezzlement  investigations  and  union  officer  election 
investigations  which  are  complaint-based. 

Reports /Public  Disclosure 

The  approximately  37,000  labor  organizations  covered  by  the  LMRDA  and 
CSRA  are  required  to  file  annual  financial  reports  with  OLMS.   Despite  OLMS 
voluntary  compliance  efforts,  same  unions  fail  to  file  annual  financial 
reports  and  OLMS  must  take  appropriate  steps  to  secure  the  reports.   In  order 
to  ensure  that  the  information  in  the  financial  reports  is  complete  and 
accurate,  OLMS  also  reviews  reports,  identifies  reporting  errors;-  and  seeks 
amended  reports  as  necessary. 

Other  entities  and  individuals  (employers,  labor  relations  consultants, 
union  officers  and  employees,  and  surety  companies)  are  also  required  to  file 
reports  under  certain  circumstances.   OLMS,  if  necessary,  conducts 
investigations  to  determine  if  reports  or  amended  reports  are  due.   OLMS 
maintains  public  disclosure  facilities  at  its  National  Office  and  each  field 
office  where  required  reports  can  be  reviewed  or  copies  purchased  by  union 
members,  other  enforcement  agencies,  the  public,  employers,  and  other 
interested  parties.   OLMS  receives  and  processes  over  10,000  disclosure 
requests  annually. 

Compliance  Assist^T";? 

Compliance  assistance  plays  a  central  role  in  the  OLMS  enforcement 
strategy.   The  ultimate  objectives  of  compliance  assistance  are  to  reduce  the 
need  for  investigations  and  remedial  actions,  and  encourage  union  members  to 
exercise  their  rights  under  the  law.   Additionally,  well-planned  compliance 
assistance  and  liaison  activities  result  in  increased  awareness  of  possible 
statutory  violations.  OLMS  compliance  assistance  activities  include 
seminars /workshops,  mailings,  personal  visits,  distribution  of  explanatory 
publications,  and  liaison  with  international  union  officials.   Compliance 
assistance  is  also  provided  directly  to  union  officials  during  OLMS 
enforcement  activities  and  compliance  audit  programs. 

Funding  and  FTE  for  this  activity  during  the  last  five  years  has  been  as 
follows : 


PimHing         FTE 


1992 
1993 
1994 
1995 
1996 


$25, 097 , 

,000 

369 

$25,010, 

,000 

337 

$22,369, 

,000 

322 

$23,997, 

,000 

320 

$24,192, 

,000 

284 
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FY  1997  ffiifrmt;  Rflq1"""- 

In  FY  1997,   no  funding  is  requested  for  this  activity. 

FY_129_£ 

The  resources  provided  for  this  activity  in  FY  1996  total  $24,192,000  and 
284  FTE. 

OLMS  continues  to  conduct  statutorily  required  civil  and  criminal 
investigations,  with  investigations  of  union  officer  elections  (civil)  and  the 
handling  of  union  funds  (criminal)  the  two  major  enforcement  activities.  OLMS 
will  also  expend  a  substantial  part  of  its  resources  to  conduct  agency- 
initiated  compliance  audits  to  uncover  criminal  and  civil  violations  of  the 
law,  using  streamlined  pro-active  compliance  audit/investigative  programs  (CAP 
and  I-CAP) . 

OLMS  emphasizes  timely  filing  of  statutorily  required  reports  by  labor 
organizations  and  contdimea  to  conduct  investigations  to  determine  if 
employers  and  consultants  have  engaged  in  activities  which  require  reports  to 
be  filed  under  the  LMRDA.  The  OLMS  public  disclosure  functions  will  be 
improved  by  using  the  new  internal  procedures  and  emphasizing  customer 
service . 

The  number  of  planned  financial  report  audits  is  substantially  decreased 
to  150  in  FY  1996  from  399  in  FY  1995.  The  routine,  low  priority  desk  audits 
of  LM-3/4  labor  organization  reports  is  being  discontinued  as  a  result  of 
staff  reductions  in  the  national  office  and  program  streamlining.   Planned 
audits  for  FY  1996  and  FY  1997  are  higher  priority  desk  audits  of  reports 
filed  by  international  unions  and  other  desk  audits  needed  in  support  of 
enforcement  activity. 

Education  and  compliance  assistance  activities  will  play  a  central  role 
in  the  OLMS  enforcement  strategy  in  order  to  (1)  help  unions  comply  with  the 
law  and  thereby  reduce  the  need  for  investigations  and  remedial  actions;  and 
(2)  encourage  members  to  exercise  their  rights  under  the  law.   Compliance 
assistance  is  also  provided  directly  to  union  officials  during  OLMS 
enforcement  activities  and,  in  particular,  as  an  integral  part  of  the  agency's 
audit/investigative  programs  (CAP  and  I-CAP) . 

To  supplement  traditional  compliance  assistance  activities,  OLMS 
continues  its  emphasis  an  liaison  with  international  union  officials  to 
address  specific  LMRDA  requirements  and  improve  ongoing  compliance  by 
affiliated  local  unions. 

FY  1995 

During  FY  1995,  OLMS  emphasized  a  balanced  program  of  enforcement  of  the 
civil  and  criminal  provisions  of  the  LMRDA  and  related  statutes.   In  the 
criminal  enforcement  area,  OLMS  conducted  275  embezzlement  investigations;  153 
indictments  and  other  criminal  actions  were  returned;  and  148  convictions  and 
pre-trial  diversion  agreements  were  obtained. 

In  the  civil  enforcement  area,  OLMS  received  155  election  complaints  and 
29  trusteeship  complaints.   Civil  action  was  taken  in  15  cases  while  29 
additional  cases  were  settled  by  voluntary  compliance.  OLMS  also  supervised 
42  union  officer  elections  and  conducted  4  compliance  audits  of  international 
unions  and  519  CAP  audits  of  local  unions.   OLMS  closed  3,619  delinquent  union 
financial  report  ra««  and  48  employer,  consultant,  and  union  officer  and 
employee  reporting  investigations  during  FY  1995.   Finally,  OLMS  staff 
conducted  830  compliance  assistance  and  liaison  activities  in  order  to  promote 
voluntary  compliance  with  the  LMRDA  and  to  complement  the  OLMS  civil  and 
criminal  enforcement  programs. 
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Audita 

Financial  report  audits 

International  compliance  audits 

Compliance  audits 

InYMtigat.innn 

Election  investigations 

Embezzlement  investigations 

Onion  officer/employee  and  employer/ 

consultant  investigations 

Trust—hip  investigations 

Delinquent  report  investigations 

Basic  and  special  investigations 

Deficient  financial  report 

investigations 

Miscellaneous 

Supervised  elections 

Reports  processed 

Reports  disclosed 

International  and  national  union 

liaison  activities 

Compliance  assistance  contacts/ 

activities 

Inquiries 

Freedom  of  information  act  requests . . . 

Legislative  reviews 

Interpretations  and  policy  rulings .... 
Field  Inspections  

1/  In  FY  1996,  Labor-Managment  Standards  is  transferred  to  the 
Employment  Standards  Administration. 


1995 

Vrtiial 

1996 

EfH-inu.t-|f|  1/ 

1997 
Estimate 

399 

4 

519 

150 

7 
400 

... 

155 
275 

180 
300 

— 

48 

29 

3,619 

218 

75 

15 

3,000 

200 

::: 

42 

45 

35 

,400 

36 

,000 

31 

,195 

32 

,000 

70 

100 

760 

600 

66 

,293 

70 

,000 

178 

200 

71 

80 

59 

60 

0 

0 
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OFFICE  OF  THE  AMERICAN  WORKPLACE 

DETAIL  OF  RILL-TIME  EQUIVALENT  EMPLOYMENT 

($  In  Thousands) 


FY  1995 
Actual 


FY  1996 
Estimate  1/ 


FY  1997 
Estimate 


Total  -  GM/GS  Salary 

Total  end  of  year 

Total.  Full-time  equivalent  (FTE).. 


337 

281 

$17,484 

$14,773 

340 

284 

3S1 

284 

1/  Includes  $24,192,000  in  budget  authority  in  FY  1996  for  the  Labor-Management  Standards,  13(c)  enforcement 
and  related  administrative  functions  transferred  to  the  Employment  Standards  Administration. 
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PENSION  AND  WELFARE  BENEFITS  ADMINISTRATION 
SALARIES  AND  EXPENSES 

Page  No. 

Agency  organization  chart • 1 

Appropriation  language  and  explanation  of  language  change 2 

Amounts  available  for  obligation 3 

Summary  of  changes * 

Budget  authority  by  activity 6 

Budget  authority  by  object  class 1 

Significant  items  in  FY  1996  House  and  Senate 

Committees '  reports •  •  •  8 

Amounts  in  authorizing  legislation 9 

Appropriation  history 10 

Justification: 

Appropriation H 

General  statement ** 

Activities: 

Enforcement  and  compliance 14 

Policy,  regulation  and  public  services 23 

Program  oversight 28 


Detail  of  full-time  equivalent  employment. 


30 


New  positions  requested 

Advisory  and  assistance  services 31 


32 
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PENSION  AND  WELFARE  BENEFITS  ADMINISTRATION 
SALARIES  AND  EXPENSES 

For  necessary   expenses  for  Pension   and  Welfare  Benefits   Administration, 
$85,449,000  of  which  $9,000,000,    to  remain  available   through  September  30,    1998, 
shall   be  for  expenses   of  revising   the  processing  of  employee  benefit  plan 
returns    (18  O.S.C.    664,    1027,    1954/   29  O.S.    C.    1001-1144;   5   O.S.C.    8401   et. 
seq.,   Department   of  Labor  Appropriations  Act). 1/ 

Explanation  of  Language  Change 

XJ   Thia  change  appropriates  $9,000,000  for  design  and  development  of  data 
processing  procedures  necessary  for  more  efficient  submission  and  processing  of 
Form  5500  data.   Funds  would  be  available  for  two  years  to  allow  sufficient  time 
to  design,  develop  and  implement  this  ADP  project. 
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moors  available  for  oblioatiom 
($  In  Thousands) 


FT  199S 
Comparable 

FTE   1/     Amount 


Appropriation S21      $69,454 

Cash  awards  reduction  pursuant 

to  P.L.  103-333 -143 

Reduction  of  administrative  and 

travel  expanses  pursuant  to 

P.L.  104-19 -380 


FT  1996 

FT 

1997 

FTE       Amount 

FTE 

Amount 

608        67,497 

6S2 

$85,449 

A.  Subtotal,  Appropriation 621       68,931 

offsetting  collections  from 

Reimbursements **3 

B.  Gross  Budget  


Authority 621       69,024 

Offsetting  collections 
deduction: 
Reimbursements -93 

c.  Budget  Authority  Before  


Committee 621        68,931 

Unobligated  balance 

expiring -94 

D.    Total,    Estimated  


obligations 621  68,837 


1/   Reflect*   the  authorised  FTE   ceiling    (not  the)  actual   FTE  used)    to  aaka   it 
comparable  to   fiacal    years    1996   and    1997. 
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SVHHAPY  OF  Changes 
($  In  Thousands) 


Budoet  Authority: 

General  Funds 

Total 

Full-Tlme  Equivalent: 

General  Funds 

Total 


$67,497 


$67,497 


$85,449 


$85,449 


Net  Change 


►$17,952 


►$17,952 


General  Funds 


Explanation  of  Change: 

Increases : 

A.   Built-in: 

Annualization  of  FY  1996  pay  raise. 

Pay  raise  effective  in  January 
1997 

Federal  Employees'  Compensation 
Act  (FECA) 

Travel  and  transportation  of 
persons 

Transportation  of  things 

GSA  space  rental 

Communications,  utilities  and 
other  rent 

Printing  and  reproduction 

Other  services 

Supplies  and  materials 

Equipment 

Subtotal 


♦  331 

-1,198 

♦  101 

♦57 
♦1 

♦  107 

♦  15 

♦  10 

♦  580 


►2,417 
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B.   Program: 

To  provide  funding  for  enforcement 
of  401  (k)  plans 

To  provide  funding  for  Form  5500 
processing  enhancements 

To  provide  funding  for 
enhancements  to  the  agency's 
public  education  and  participant 
assistance  programs 

Subtotal 

Total  Increase 


-4,400 
►11,000 


►2,000 


►19,817 


Decreases: 

A.  Built-in: 

B.  Program: 

To  comply  with  reductions 

in  FTE  required  by  P.L.  103-226... 

To  reduce  administrative  expenses 
as  required  by  E.O.  12837 

Total  Decrease 

Total  Change 


-1,306 


-1,865 
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SIGNIFICANT  ITEMS  IN  1996 
BOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES' 


BM 


Action  Taken  or  to  be  Taken 


1996  Bouse  Report  (No.  104-209): 
Economically  Targeted  Investments 


Prohibits  the  Department  of  Labor  from 
taking  any  steps  to  promote 
economically  targeted  investments 
(BTI's)  by  private  pension  funds  covered 
by  ERISA.   This  bill  language  blocks  the 
Department  from  engaging  in  ETI- 
promotion  activities,  including  the 
funding  of  a  clearinghouse  on  the 
subject. 


1996  Senate  Report  (No.  104-145): 
Economically  Targeted  Investments 


Deleted  without  prejudice  bill  language 
included  by  the  House  (sec.  104)  to 
restrict  activities  promoting 
economically  targeted  investments 
(ETI's)  by  private  pension  funds  covered 
by  ERISA.   However,  the  Senate  bill  does 
not  include  any  funding  for  the 
continuation  of  the  clearinghouse  on  so- 
called  economically  targeted 
investments. 
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AMOUNTS  IN  AUTHORIZING  LEGISLATION 
(S  In  Thousands) 


Legislation  Budget  Request 

1996  1997 


Authorizing  legislation  containing 
Indefinite  authority 


Employee  Retirement  Income  Security 
Act  of  1974  (P.L.  93-406)  , 
29  U.S.C.  1001  et.  seq $65,052        $82,936 

Federal  Employees'  Retirement 
System  Act  of  1986  (P.L.  99-335), 
5  U.S.C.  8401  et.  seq $2,445         $2,513 
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APPROPRIATION  HISTORY 
(S  In  Thousands) 


Budget  Estimates      House        Senate  FTE 

to  Congress     Allowance    Allowance   Appropriation  Celling 


1991 

1/ 

$58,077 

$58,077 

$58,077 

$56,404 

605 

1992 

2/ 

63,784 

63,784 

62,784 

62,010 

605 

1993 

U 

66,688 

63,756 

64,051 

63,836 

619 

1994 

AJ 

63,755 

64,408 

64,058 

63,959 

605 

1995 

1/6JU 

71,302 

66,388 

69,454 

68,931 

621 

1996 

68,000 

65,198 

65,198 

67,497 

608 

1997 

85,449 

652 

1/  Reflects  a  reduction  of  $1,672  pursuant  to  P.L.  101-517 
and  $1  pursuant  to  P.L.  99-177. 

2/  Reflects  a  reduction  of  $1,274  pursuant  to  P.L.  102-170. 

3/  Reflects  $514  across-the-board  reduction;  and  a  reduction  of  $5 
in  consultants  pursuant  to  P.L.  102-394. 

kj   Reflects  a  reduction  of  $99  pursuant  to  P.L.  103-211. 

%J    Reflects  a  reduction  of  $733  pursuant  to  Executive  Order  12837  and 
a  reduction  of  $329  pursuant  to  Executive  Order  12839. 

6/   Reflects  a  reduction  of  $143  for  awards  and  a  reduction  of  $409  for 
procurement  pursuant  to  P.L.  103-333. 

2/  Reflects  a  reduction  of  $380  pursuant  to  P.L.  104-19. 

NOTE:   In  fiscal  years  1984-1992  funding  for  PWBA  was  appropriated  in  the 
Labor-Management  Services  account. 
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f^NERAL  STATEMENT 

The  Pension  and  Welfare  Benefits  Administration  (PWBA)  is  responsible  for 
the  enforcement  of  Title  1  of  the  Employee  Retirement  Income  Security  Act  of 
1974  (ERISA)  in  both  civil  and  criminal  areas.   The  primary  mission  of  PWBA  is 
to  protect  the  pension  and  welfare  benefits  of  participants  in  employee  benefit 
plans.   Employee  benefit  plans  provide  income  and  services  which  individuals 
rely  on  for  their  quality  of  life,  often  to  a  critical  degree.   The  financial 
security  of  an  individual  or  family  may  be  jeopardized  if  pension,  health,  or 
other  benefits  are  not  paid  as  promised.   Health  benefit  plans  provide  for  the 
provision  of  covered  medical  services  to  workers  and  their  families  which 
individuals  would  rarely  otherwise  be  able  to  afford.   When  these  plans  fail, 
the  burden  often  falls  on  public  programs  to  provide  affected  individuals  with 
necessary  services.   As  a  result,  PWBA  directly  affects  the  livelihood  of  over 
150  million  people  who  participate  in  ERISA  covered  plans,  and  protects  the  U.S. 
economy's  single  largest  source  of  capital  for  investment—pension  funds. 

PWBA  is  also  responsible  for  enforcement  of  sections  8477  and  8478  of  the 
Federal  Employees'  Retirement  Security  Act  of  1986  (FERSA),  P.L.  99-335.   FERSA 
established  strict  fiduciary,  prohibited  transaction,  and  bonding  requirements 
to  protect  the  integrity  of  the  Thrift  Savings  Plan. 

In  administering  its  responsibilities  under  ERISA  and  FERSA,  PWBA  (1) 
ensures  workers  get  the  information  they  need  to  protect  their  benefit  rights; 
(2)  assists  plan  officials  to  understand  the  requirements  of  the  relevant 
statutes  in  order  to  meet  their  legal  responsibilities;  (3)  develops  policies 
and  regulations  that  encourage  the  growth  of  employment-based  benefits;  and  (4) 
deters  and  seeks  to  correct  violations  of  the  relevant  statutes  through 
voluntary  compliance,  and  civil  and  criminal  enforcement  actions. 

The  Pension  and  Welfare  Benefits  Administration  account  provides  funds  for 
the  following  budget  activities:   (a)  Enforcement  and  Compliance;  (b)  Policy, 
Regulation  and  Public  Services;  and  (c)  Program  Oversight. 

The  Enforcement  and  Compliance  activity  conducts  criminal  and  civil 
investigations,  performs  reviews  to  ensure  compliance  with  the  fiduciary 
provisions  of  ERISA  and  FERSA,  and  assures  compliance  with  applicable  reporting 
requirements,  as  well  as  accounting,  auditing,  and  actuarial  standards.   This 
activity  seeks  the  restoration  of  plan  losses  that  result  from  violations  of 
ERISA,  assesses  civil  penalties  under  ERISA,  and  conducts  quality  reviews  of 
plan  accountants'  workpapers.   It  also  conducts  liaison  activities  with  the 
Financial  Accounting  Standards  Board  and  the  American  Institute  of  Certified 
Public  Accountants,  including  referrals  of  deficient  accountants'  work. 

The  Policy,  Regulation  and  Public  Services  activity  conducts  policy, 
research  and  legislative  analyses  on  pension,  health,  and  other  employee  benefit 


ssues;  promulgates  regulations  and  interpretations  regarding  reporting  and 
isclosure,  fiduciary,  and  coverage  provisions;  issues  individual  and  class 


rights  under  ERISA  and  in  obtaining  benefits  under  employee  benefit  plans,  and 
provides  assistance  in  response  to  requests  from  members  of  Congress  (including 
constituent  requests),  as  well  as  technical  assistance  to  about  a  dozen 
legislative  committees  with  jurisdiction  affecting  ERISA  and  FERSA. 

The  Program  Oversight  activity  provides  overall  policy  direction, 
leadership,  and  management  of  the  agency,  as  well  as  Providin9  a    i°™^™L 
support  in  the  areas  of  budget,  debt  collection,  personnel,  labor  and  employee 
relations,  and  technical  training  related  to  PWBA's  enforcement,  policy, 
legislative,  and  regulatory  functions. 
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The  fiscal  year  1997  budget  request  for  the  Pension  and  Welfare  Benefits 
Administration  provides  for  a  total  of  652  FTE  and  $85,449,000.   Included  in 
this  request  are  four  program  increases  totalling  $17,400,000  and  44  FTE  and  two 
program  decreases  totalling  $1,865,000  and  13  FTE. 

One  program  increase  for  $4,400,000  and  44  FTE  is  requested  in  order  for 
PWBA  to  be  responsive  to  the  changing  financial  environment  presented  by  the 
rapid  growth  of  401 (k)  plans,  participants,  and  assets  in  recent  years.   The 
number  of  401 (k)  plans  has  increased  from  17,000  plans  covering  7.5  million 
people  in  1984  to  140,000  plans  covering  22  million  people  in  1992.   Asset 
amounts  for  401 (k)  plans  grew  from  $92  billion  in  1984  to  $553  billion  in  1992. 
PWBA  has  seen  a  significant  increase  in  the  number  of  complaints  concerning 
misuse  of  401(k)  plan  funds.   In  FY  1995,  PWBA's  efforts  to  investigate 
allegations  of  fraud  and  misconduct,  particularly  in  the  failure  to  properly 
administer  employee  401 (k)  contributions,  uncovered  a  disturbing  pattern  of 
abuse.   As  a  result  of  its  increased  efforts,  PWBA  launched  a  national  Employee 
Contribution  Project  to  specifically  address  the  failure  of  some  employers  to 
remit  employee  contributions  to  401 (k)  pension  benefit  and  health  care  plans. 
In  the  first  six  months  since  the  ECP  was  initiated,  $3.3  million  was  returned 
to  401(k)  plans  and  $192,000  to  health  care  plans.   On  November  28,  1995,  the 
Secretary  of  Labor  launched  a  public  awareness  campaign  to  help  workers  protect 
their  plans  from  employer  misuse.   Prior  to  the  November  announcement,  PWBA 
received  an  average  of  five  inquiries  per  day  on  401(k)  plans.   During  the 
initial  two  weeks  following  the  announcement,  PWBA  received  an  average  of  105 
inquiries  per  day.   Currently,  PWBA  is  receiving  an  average  of  35  inquiries  per 
day.   During  the  period  11/28/95  through  February  29,  1996,  PWBA  opened  176  new 
401(k)  investigations  for  a  total  of  602  401(k)  investigations  since  the 
Employee  Contributions  Project  was  implemented  in  March  1995.   The  additional 
investigative  resources  requested  will  enable  PWBA  to  fully  implement  the  401 (k) 
Employee  Contribution  Project  and  maintain  a  viable  enforcement  program.   With 
the  additional  resources  requested,  PWBA  will  do  much  more  to  safeguard  employee 
pensions. 

Two  program  increases  totalling  $11,000,000  (of  which  $9,000,000  is  to 
remain  available  for  two  years)  are  requested  to  develop,  implement  and  operate 
a  new  system  devoted  exclusively  to  processing  Form  5500  Series  reports  on 
employer  benefit  plans.   The  new  system,  to  be  developed  and  operated  by  non- 
governmental contractors,  would  also  improve  the  quality  and  accuracy  of 
processed  data,  speed  their  use  in  safeguarding  pensions,  and  be  less  costly  to 
operate,  yielding  a  projected  net  savings  to  the  Federal  government  of 
approximately  $57,000,000  over  the  five-year  life  cycle  of  the  system.   This 
projected  savings  does  not  include  additional  savings  that  would  be  realized  as 
a  result  of  PWBA's  efforts  to  encourage  the  electronic  filing  of  Form  5500 
Series  reports. 

The  fourth  program  increase  for  $2,000,000  is  requested  to  allow  for 
necessary  enhancements  to  PWBA's  public  education  and  assistance  programs. 
As  401 (k)  and  similar  participant-directed  pension  plans  grow,  it  is  incumbent 
upon  participating  employees  to  be  more  aware  of  issues  and  options  regarding 
retirement  income.   To  this  end,  PWBA  is  now  challenged  to  educate  and  empower 
the  public  so  they  can  adequately  face  their  growing  responsibility  to  take 
control  of  their  retirement  security.   These  additional  resources  will  enhance 
the  agency's  participant  education  and  assistance  efforts  by  funding  the 
following  initiatives:   (1)  expanded  accessibility  to  the  public  through 
electronic  and  telephonic  communications  and  conferencing,  as  well  as 
interactive  participation  through  the  Internet  and  other  media;  (2)  design, 
publishing  and  distribution  of  printed  materials  advising  the  public  on  ways  to 
detect  irregularities  concerning  pension  contributions;  (3)  development  and 
placement  of  public  service  announcements  to  inform  the  public  about  basic 
retirement  savings  issues  and  specific  tips  for  protecting  existing  retirement 
funds;  and  (4)  development  of  other  related  educational  materials  and  outreach 
programs. 
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ENFORCEMENT  AND  COMPLIANCE 

FY  1996  FY  1997  Difference 

Estimate  Estimate  FY96/FY97 

FTE      Amount  FTE      Amount  FTE    toount 

485   $52,083,000  529   $67,430,000  +44    +$15,347,000 

Introduction 

The  Pension  and  Welfare  Benefits  Administration  (PWBA)  administers  the 
Department  of  Labor's  responsibilities  under  Title  I  of  the  Employee  Retirement 
Income  Security  Act  of  1974  (ERISA).   PWBA  has  enormous  responsibilities  to  the 
majority  of  American  workers  and  their  families  who  are  covered  by  private 
sector  pension  and  health  benefit  and  other  employee  benefit  plans.   There  are 
over  6  million  private  employee  benefit  plans,  which  cover  approximately  150 
million  people,  including  workers,  their  families,  and  retirees,  and  control 
more  than  $3.5  trillion  in  assets.   The  enormity  of  the  plan  universe  and  the 
number  of  people  covered,  the  importance  of  pension  assets  to  our  capital 
markets  coupled  with  the  proliferation  of  new  benefit  arrangements  and  the 
opportunities  for  fraud  have  greatly  expanded  PWBA's  enforcement 
responsibilities.   PWBA's  responsibility  is  to   protect  these  individuals  and 
enormous  amounts  of  money  from  the  proliferation  of  fraudulent  practices,  such 
as  "Ponzi  scheme"  health  programs,  derivatives  scams,  and  embezzled  worker 
contributions  to  plans. 

In  addition,  the  Federal  Employees'  Retirement  System  Act  of  1986  (FERSA), 
P  L  99-335  established  strict  fiduciary,  prohibited  transaction,  and  bonding 
requirements  to  protect  the  integrity  of  the  Thrift  Savings  Plan  (TSP).   The 
statute  provides  that  tie  Secretary  of  Labor  shall  conduct  a  program  of  TSP 
fiduciary  compliance  audits.   The  TSP  has  experienced  phenomenal  growth  since 
its  inception.   As  of  November  1995,  there  are  over  2  million  participants  and 
$34  billion  in  assets. 

The  Enforcement  and  Compliance  activity  conducts  criminal  and  civil 
investigations,  performs  reviews  to  ensure  compliance  with  the  fiduciary 
provisions  of  ERISA  and  FERSA,  and  assures  compliance  with  applicable  reporting 
requirements,  as  well  as  accounting,  auditing,  and  actuarial  standards.   This 
activity  seeks  the  restoration  of  plan  losses  that  result  from  violations  of 
ERISA,  assesses  civil  penalties,  conducts  quality  reviews  of  plan  accountants' 
workpapers  and  conducts  liaison  activities  with  the  Financial  Accounting 
Standards  Board  and  the  American  Institute  of  Certified  Public  Accountants, 
including  referrals  of  deficient  accountants'  work. 

This  activity  is  also  responsible  for  the  operation  and  maintenance  of  the 
ERISA  Information  System  (EIS)  which  consists  of  data  submitted  by  plans  on 
their  required  annual  reports.   This  system  primarily  supports  enforcement- 
related  targeting  of  the  plan  universe.   The  EIS  also  provides  an  essential 
database  for  the  agency's  research  and  regulatory  activities,  and  is  a  primary 
source  of  employee  benefit  plan  information  to  Congress  and  the  private  sector. 

The  following  is  a  five-year  funding  history  of  the  Enforcement  and 
Compliance  activity.   Because  the  Pension  and  Welfare  Benefits  Administration 
was  established  as  a  separate  appropriation  in  FY  1993,  FTE  summaries  were  not 
maintained  prior  to  that  time.   In  addition,  resource  amounts  are  not  reflected 
for  FY  1996  because  an  appropriation  has  not  been  enacted. 


1992. 
1993. 
1994. 
1995. 
1996. 


Funding 

FTE 

$47,561,000 



$48,887,000 

478 

$49,181,000 

475 

$53,492,000 

494 

$52,083,000 

485 
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rY  1997  Budget  Request 

The  FY  1997  budget  request  of  $67,430,000  and  529  FTE  for  the  Enforcement 
and  Compliance  activity  includes  three  program  increases  totalling  $15,400,000 
and  44  FTE  and  two  program  decreases  totalling  $1,865,000  and  13  FTE    The 
program  increases  consist  of  $4,400,000  and  44  FTE  to  expand  PWBA's  enforcement 
^f"*a  to  detect  and  correct  abuses  in  the  administration  of  the  401 (k)  plans; 
$9,000,000,  which  is  to  remain  available  through  September  30,  1998   for 
improving  the  processing  of  Form  5500s;  and  $2,000,000  to  cover  other  additional 
operating  costs  of  Form  5500  processing.   The  program  decreases  consist  of 
$559,000  and  13  FTE  pursuant  to  P.L.  103-226  and  $1,306,000  in  administrative 
expenses  mandated  by  E.O.  12837. 

This  budget  request  was  formulated  within  the  context  of  PWBA's  extensive 
responsibilities  under  ERISA  and  FERSA  and  reflects  PWBA's  program  to 
effectively  address  the  Department's  responsibilities  in  protecting  plan 
participants'  retirement,  health  care,  and  other  benefits.   PWBA's  comprehensive 
and  coordinated  enforcement  strategy  is  designed  to  (1)  ensure  that  annual 
reports  are  filed  timely  and  accurately;  (2)  ensure  the  highest  quality 
independent  CPA  audits  of  employee  benefit  plans;  (3)  identify  civil  violations 
and  achieve  appropriate  correction  in  the  least  obtrusive  and  most  cost- 


s  or 

iolations 


effective  manner,  i.e.  voluntary  compliance,  administrative  proceedings 
Federal  court  action;  and  (4)  detect,  investigate  and  refer  criminal  vi 
to  prosecutorial  authorities. 

The  enormity  of  the  plan  universe  and  the  number  of  participants  covered 
coupled  with  the  proliferation  of  new  benefit  arrangements  and  the  rise  in 
health  care  fraud  have  greatly  expanded  PWBA's  enforcement  responsibilities. 
PWBA  is  a  relatively  small  agency,  however,  considering  its  responsibility  for 
ensuring  the  viability  of  the  nation's  private  pension  and  benefit  system. 
Currently  there  are  approximately  340  investigators  to  oversee  over  $3.5 
trillion  in  assets.   Each  year,  the  gap  continues  to  widen  dramatically. 

In  order  for  PWBA  to  be  responsive  to  the  changing  financial  environment 
presented  by  the  exponential  growth  of  401 (k)  plans,  participants,  and  assets, 
the  agency  clearly  needs  to  expand  its  investigative  staff.   The  number  of 
i      \aI   E™  ",haS  increased  from  17,000  plans  covering  7.5  million  people  in  1984 
to  140,000  plans  covering  22  million  people  in  1992.   Asset  amounts  for  401{k) 
plans  grew  from  $92  billion  in  1984  to  $553  billion  in  1992.   PWBA  has  seen  a 
significant  increase  in  the  number  of  complaints  concerning  misuse  of  401 (k) 
plan  funds  and  has  increased  its  efforts  to  investigate  allegations  of  fraud  and 
misconduct.   As  a  result  of  its  increased  efforts,  PWBA  launched  a  national 
Employee  Contribution  Project  to  specifically  address  the  failure  of  employers 
to  remit  employee  contributions  to  401 (k)  pension  benefit  and  health  care  plans. 

In  a  typical  example,  the  employer  withholds  employees'  contributions  to 
their  401 (k)  plan,  but  does  not  forward  those  contributions  because  the  employer 

borrows"  the  funds  to  keep  an  ailing  business  afloat.   In  other  instances, 
company  officials  simply  convert  the  employee  contributions  for  the  officials' 
personal  use.   In  either  example,  participants  in  401 (k)  plans  are  extremely 
vulnerable  and  may  never  receive  their  expected  benefits  if  the  employer  drains 
assets,  then  declares  bankruptcy  and  no  recovery  is  possible. 

Complaints  have  also  been  increasing  with  regard  to  employers'  misuse  of 
employee  contributions  to  health  plans.   Participants  in  employer-sponsored 
group  health  plans  may  become  liable  for  overwhelming  medical  expenses  if  an 
i;"9""^  cancels  coveraQe  due  to  the  employer's  non-payment  of  premiums.   While 
the  dollars  misused  may  not  be  as  significant,  the  consequences  of  the  abuse  can 
be  very  serious  to  the  participants  —  sometimes  even  life  threatening.   Many 
times  the  participant  is  unaware  of  the  problem  until  a  family  member 
experiences  some  type  of  medical  emergency  and  finds  that  their  insurance  has 
been  cancelled  due  to  the  employer's  failure  to  pay  the  insurance  premi- — 


urns. 
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Concurrent  with  PWBA's  efforts  to  expand  its  investigative  activity  in  the 
401 (k)  and  health  plans  areas,  PWBA  intends  to  improve  the  coordination  of  its 
public  outreach/education  and  participant  assistance  efforts.   Each  plays  a 
vital  role  in  the  agency's  program  to  combat  these  types  of  abuses.   By 
implementing  and  publicizing  this  initiative,  PWBA  intends  to  counter  any 
perception  that  such  abuses  are  too  small  to  effectively  detect  and  remedy. 
PWBA  expects  that  complaints  and  leads  from  the  public  will  be  effective  tools 
for  the  identification  and  targeting  of  such  cases.   The  advantages  of  a 
nationwide  initiative  such  as  this,  are  that  the  agency  can  systematically 
direct  its  enforcement  and  outreach  resources  to  produce  more  consistent  sources 
of  investigative  leads,  quicker  enforcement  responses  and  more  informed 
participants  and  employees. 

To  accomplish  its  objective,  PWBA  is  requesting  $4,400,000  and  44  FTE 
specifically  for  investigative  activity  related  to  the  401 (k)  Employee 
Contributions  Project  (ECP)  implemented  in  FY  1995.   The  FY  1997  Department  of 
Labor  budget  request  for  the  Departmental  Management  appropriation  also  contains 
a  request  for  an  additional  six  FTE  and  $600,000  to  provide  the  legal  support 
necessary  for  litigating  cases  and/or  negotiating  settlement  agreements  related 
to  this  PWBA  enforcement  initiative. 

PWBA  is  also  requesting  two-year  funding  of  $9  million  to  develop  a  new 
system  which  would  be  devoted  exclusively  to  processing  the  Form  5500  series 
reports  and  would  remove  the  processing  of  annual  employee  benefit  plan  reports, 
Form  5500  Series  filings,  from  the  Internal  Revenue  Service  (IRS)  tax  processing 
system.   An  additional  $2  million  is  requested  to  cover  additional  operating 
costs  of  Form  5500  processing. 

The  cost  of  processing  Form  5500  series  reports  in  the  labor-intensive 
Internal  Revenue  Service  system  has  become  prohibitive.   PWBA,  IRS  and  the 
Pension  Benefit  Guaranty  Corporation  are  no  longer  in  a  position  to  fund  the  $25 
million  per  year  to  process  approximately  one  million  returns.   In  addition,  the 
current  IRS  system  is  not  suited  to  processing  employee  benefit  plan  filings, 
which  are  fundamentally  different  from  the  tax  filings  the  system  was  designed 
to  process.   The  new  system,  to  be  developed  and  operated  by  non-governmental 
contractors,  would  speed  the  use  of  this  information  for  enforcement.   It  would 
also  improve  the  quality  and  accuracy  of  processed  data  and  be  less  costly  to 
operate,  yielding  a  projected  net  savings  to  the  Federal  government  of 


reports. 

In  FY  1997,  PWBA  will  continue  efforts  to  improve  the  integrity  of  ERISA 
reporting  and  disclosure  and  the  quality  of  audits  performed  by  independent 
public  accountants  through  (1)  reporting  compliance,  including  the  rejection  of 
annual  report  filings  and  the  imposition  of  civil  penalties;  and  (2)  review  of 
accountants  reports  attached  to  annual  report  filings,  including  on-site  audit 
workpaper  reviews  and  referral  of  deficient  professional  accounting  and  auditing 
work  to  regulatory  authorities  and  professional  organizations. 

To  increase  voluntary  compliance  and  maintain  an  effective  enforcement 
reporting  and  disclosure  program,  PWBA  will  continue  the  Delinquent  Filer 
Voluntary  Compliance  program  and  the  section  502(c)(2)  civil  penalty  cases 
initiatives  begun  in  fiscal  years  1995  and  1996.   Education  and  outreach  efforts 
will  foster  compliance  from  the  plan  community  and  will  enlist  the  public  in 
assisting  PWBA  in  its  mission.   These  efforts  will  enhance  the  agency's 
enforcement  and  compliance  programs,  assist  plan  fiduciaries  and  their  service 
providers  in  better  understanding  how  they  can  tailor  their  actions  to  remain  in 
compliance  with  ERISA  and  its  regulations,  and  leverage  agency  resources  to 
multiply  the  corrective  aspects  of  ERISA  enforcement. 
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FY  1996 

PWBA  continues  to  direct  its  limited  resources  into  those  areas  deemed  most 
productive  in  achieving  its  policy  objectives.   In  that  regard,  PWBA  will  (1) 
attempt  to  identify  situations  and  use  its  enforcement  resources  to  protect 
those  employee  benefit  plan  participants  whose  security  and  livelihood  are  in 
the  greatest  danger  of  harm  as  a  result  of  violations  of  the  law;  and  (2)  seek 
to  target  and  investigate  violations  where  plan  participants  are  most 
susceptible  to  actual  loss  of  benefits,  or  "populations"  of  plan  participants 
who  are  potentially  exposed  to  the  greatest  risk  of  falling  victim  to  unlawful 
conduct. 

In  FY  1996,  efforts  to  balance  current  enforcement  resources  with  the 
agency's  extensive  ERISA  responsibilities  will  continue  under  PWBA's  FY  1995 
revised  Enforcement  Strategy  Implementation  Plan  (ESIP) .   The  following  issues 
have  been  designated  for  enforcement  emphasis  on  a  nationwide  basis: 

1.  Employee  Contribution  Project  (ECP).   Initiated  in  1995,  the  ECP  is 
designed  to  detect  and  correct  the  diversion  or  misappropriation  of  employee 
contributions  to  pension  and  welfare  benefits  plans,  particularly  401(k)  plans. 
PWBA  continues  to  devote  resources  to  this  initiative  in  FY  1996.   PWBA  is 
requesting  additional  resources  in  FY  1997  specifically  for  investigative 
activity  related  to  fully  implementing  the  401(k)  Employee  Contribution  Project. 

2.  Multiple  Employer  Welfare  Arrangements  (MEWAs).   MEWAs  are  vehicles  in 
which  the  MEWA  operator  pools  together  groups  of  small  employers  to  create  a 
larger  entity  with  stronger  negotiating  and  purchasing  power.   PWBA  continues  to 
find  instances  of  violative  conduct  with  respect  to  MEWAs  and  maintain  an 
enforcement  emphasis  on  abusive  and  fraudulent  MEWAs  created  by  unscrupulous 
promoters  which  sell  the  promise  of  inexpensive  health  benefit  insurance,  but 
default  on  their  obligations. 

3.  Administrative  Service  Agreements.    PWBA  continues  to  examine  Blue 
Cross  and  Blue  Shield  (BC/BS)  associations  in  the  administrative  services  only 
(ASO)  context,  and  other  similar  insurance  providers,  on  a  nationwide  basis. 
Prior  year  investigations  have  found  that  in  some  instances,  providers  have 
negotiated  for  discounts,  rebates,  and  credits  with  medical  service  providers 
and  failed  to  disclose  this  information  and  pass  through  discounts  to  self- 
insured  plans  or  their  sponsors  who  reimbursed  and  paid  fees  to  BC  based  on 
unreduced  charges. 

4.  Criminal  Investigations.   Criminal  investigations  and  prosecutions 
continue  to  be  a  vital  part  of  PWBA's  enforcement  program.   The  agency's 
managers  are  alert  to  potential  criminal  conduct  by  persons  being  investigated 
and,  when  such  conduct  is  suspected,  determine  on  a  case-by-case  basis,  whether 
the  investigation  should  proceed  criminally,  civilly,  or  both  simultaneously. 

In  particular,  in  situations  where  civil  enforcement  would  provide  no  meaningful 
relief  and  the  case  involves  either  a  bad  actor  or  egregious  conduct,  criminal 
remedies  are  seriously  considered.   The  existence  of  evidence  of  criminal 
activity,  whether  or  not  pursued  by  PWBA,  is  referred  to  the  appropriate  United 
States  Attorney's  office. 

5.  Derivatives  Project.   In  response  to  concern  over  potential  problems 
with  plan  use  of  derivatives  instruments,  PWBA  initiated  a  project  designed  to 
identify  ERISA  plans  which  are  involved  in  speculative  or  risky  derivative 
investments.   The  focus  of  the  project  is  to  target  plans  invested  in  certain 
derivatives  instruments  to  determine  whether  plans  have  suffered  losses  or  are 
at  risk  of  loss  and  whether  there  have  been  any  fiduciary  breaches  with  respect 
to  the  investment  and  continued  monitoring  of  these  instruments. 

6.  Proxy  Project.   This  project  was  initiated  in  FY  1995  to  examine 
pension  plans  and  their  investment  managers'  proxy  voting  practices.   PWBA 
opened  investigations  into  forty-four  ERISA  plans  and  twelve  investment  managers 
that  held  stock  in  five  selected  companies.   The  final  report,  discussing  the 
results  of  the  investigations,  was  completed  and  distributed  publicly  in 
February,  1996. 
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7.   Real  Estate  Valuation  Project.   PWBA  continues  to  investigate  the 
alleged  overvaluation  of  properties  held  by  commingled  real  estate  funds  in 
which  pension  plans  invest.   The  effects  of  overvaluation  of  real  estate  held  by 
commingled  funds  may  include  plans  overpaying  for  the  investments  being 
overcharged  for  related  management  fees,  and  some  plans  can  be  left  stranded  if 
other  plans  cash-out  at  inflated  values.   An  additional  problem  is  that  defined 
benefit  plans  which  are  funded  based  on  inflated  values  may  be  underfunded,  or 
have  inaccurate  information  on  funding  status.   Currently,  PWBA  has  seven 
investigations  of  commingled  real  estate  funds  which  range  in  value  from 
approximately  one-half  billion  dollars  to  in  excess  of  three  billion  dollars. 
Analysis  and  investigation  will  continue  on  the  cases  in  FY  1996,  and 
enforcement  actions  may  be  taken  if  determinations  are  made  that  there  have  been 


ERISA  violations. 


Since  the  implementation  of  PWBA's  reporting  compliance  program  in  1991, 
the  agency  has  sought  to  improve  reporting  compliance  by  plan  administrators  Dy 
providing  both  information  and  training  to  the  filing  public,  and  an  incentive 
to  improved  compliance  by  rejecting  deficient  filings  and  asse"^  civil 
penalties  for  non-compliance.   In  FY  1996,  PWBA  implemented  the  pilot  outreach 
program,  undertaken  last  year  in  response  to  numerous  requests  from  the  public, 
to  provide  hands-on  information  to  plan  administrators  and  their  service 
providers  who  prepare  Form  5500  filings  in  order  to  assist  them  to  attain 
greater  compliance  with  the  reporting  requirements.   The  outreach  program  is 
desiqned  to  achieve  filer  compliance  through  education  in  contrast  to  the 
agency's  traditional  enforcement  approach  which  seeks  to  achieve  compliance  by 
penalizing  plan  administrators  for  deficient  filings.   As  a  result  of  the 
Access  of  ?he  pilot  program,  PWBA  plans  to  participate  in  fourteen  scheduled 
educational  outreach  workshops  during  FY  1996. 

PWBA  will  also  maintain  current  activities  and  continue  other  initiatives 
started  in  FY  1995  to  improve  the  integrity  of  ERISA  reporting  and  disclosure 
and  the  quality  of  the  audits  performed  by  independent  public  accountants. 
PWBA  will  continue  to  review  plan  filings  for  conformance  with  ERISA 
regulations;  pursue  identified  non-filers  and  late-filers  through  computer  cross 
marches;  provide  support  for  system  requirements  as  the  agency  develops  the  new 
Form  5500  processing  system;  and  make  on-site  audit  workpaper  reviews  as  part  of 
the  PWBA  quality  review  program. 

Lastly,  on  March  6,  1996,  the  Secretary  of  Labor  announced  the  Pension 
Payback  Program  (PPP).   The  PPP  benefits  workers  by  encouraging  employers  to 
restore  delinquent  participant  contributions  to  pension  plans   PWBA 
investigations  have  found  that  some  employers  fail  to  transmit  promptly  these 
contributions,  placing  them  at  risk  and  depriving  workers  of  investment 
earnings.   The  PPP  is  a  six-month  voluntary  compliance  program  open  to  employers 
who  qualify  with  conditions  published  in  the  March  7,  1996  Federal  Register. 
The  PPP  allows  qualifying  employers  to  avoid  Federal  criminal  prosecutions, 
potential  ERISA  enforcement  actions,  and  DOL  and  IRS  penalties. 

FY  1995 

Prior  to  FY  1995,  PWBA's  enforcement  strategy  focused  its  relatively 
limited  investigative  resources  into  those  areas  deemed  most  productive  in  terms 
of  achieving  the  policy  objectives  set  by  the  agency.   In  the  past,  to  achieve 
this  qoal,  PWBA's  Enforcement  Strategy  Implementation  Plan  (ESIP)  used  a 
-Significant  Issues"  approach  which  directed  50%  of  its  investigative  "sources 
into  specific  areas:   service  providers  to  employee  benefit  plans  and  financial 
institutions  that  provide  investment  management  services  to  employee  benefit 
plans.   The  remaining  50  percent  of  PWBA  fiduciary  investigative  time  was 
devoted  to  a  more  general  program  of  investigations  of  specific  plans  with  known 
or  suspected  violations,  a  cross-section  of  the  employee  benefit  plan  universe, 
including  criminal  investigations.   This  approach  enabled  PWBA  to  P"^e 
protection  for  the  largest  number  of  plan  areas  with  the  greatest  potential  for 
abuse.   PWBA's  enforcement  strategy  also  contained  a  general  limitation  that  no 
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more  than  five  percent  of  all  investigations  should  involve  plans  with  fewer 
than  50  participants.   During  this  period,  almost  90  percent  of  all  cases  PWBA 
investigated  involved  plans  with  more  than  100  participants. 

In  FY  1995,  PWBA  made  substantial  changes  to  the  enforcement  strategy  to 
delegate  more  authority  to  its  ten  Regional  Offices  to  establish  the  criteria 
for  opening  investigations  based  on  the  "profile"  of  their  respective 
jurisdictions.   Sufficient  resources,  however,  must  also  be  available  for  the 
field  office  to  perform  necessary  investigative  functions  in  connection  with 
designated  nationwide  special  projects  and  policy  priorities.   This  new  strategy 
recognizes  the  fact  that  the  composition  of  the  plan  universe  for  each  regional 
office  is  often  quite  different,  but  that  there  is  a  need  to  retain  a  national 
focus  for  the  implementation  of  the  enforcement  strategy. 

In  this  regard,  PWBA  expanded  the  enforcement  strategy  in  FY  1995  to 
include  a  new,  on-going  area  of  emphasis,  i.e.,  an  investigative  presence  in  the 
area  of  smaller  plans.   This  is  especially  important  given  the  rapid  increase  in 
the  number  of  participants  and  assets  in  these  smaller  plans.   PWBA's  efforts  to 
investigate  allegations  of  fraud  and  misconduct  among  small  plans  and  employers, 
particularly  the  failure  to  properly  administer  employee  401 (k)  contributions, 
uncovered  a  disturbing  pattern  of  abuse.   As  a  result,  PWBA  launched  a  national 
Employee  Contribution  Project  (ECP)  to  specifically  address  the  failure  of  some 
employers  to  remit  employee  contributions  to  401 (k)  pension  benefit  and  health 
care  plans.   In  the  first  six  months  since  the  ECP  was  initiated,  PWBA  conducted 
a  total  of  417  investigations — 310  involving  401 (k)  plans  including  22  criminal 
cases  and  107  health  care  plans.   Of  these  investigations,  166  involved  small 
plans  (those  with  fewer  than  100  participants).   During  the  same  period,  $3.3 
million  was  returned  to  401(k)  plans  and  $192,000  to  health  care  plans. 

Other  areas  of  nationwide  emphasis  in  FY  1995  included  multiple  employer 
welfare  arrangements,  administrative  service  agreements,  criminal 
investigations,  derivatives  instruments,  annuity  provisions,  proxy  voting 
practices,  and  overvaluation  of  real  estate. 

PWBA  implemented  significant  innovations  to  leverage  its  resources  by 
creating  a  proactive  voluntary  compliance  program  and  "grassroots"  educational 
outreach  program.   In  addition,  PWBA  completed  the  special  high  profile  project 
to  assess  the  quality  of  plan  assets,  participated  in  a  pilot  program  for 
handling  civil  penalty  cases  arising  under  section  502(c)(2),  and  continued  the 
enforcement  of  reporting  compliance  and  quality  control  programs  to  insure  that 
employee  benefit  plan  financial  statement  audits  meet  ERISA  requirements. 

Changes  for  1997 

Activity  Changes: 

Built-in: 

Annualization  of  pay  raise  costs  effective  in  January  1996 $257,000 

Federal  pay  raise  effective  in  January  1997 905,000 

Federal  Employees'  Compensation  Act  (FECA) 52,000 

Travel  and  transportation  of  persons 55,000 

Transportation  of  things 1,000 

Rental  payments  to  GSA 83 , 000 

Communications,  utilities  and  miscellaneous  charges 10,000 

Printing  and  reproduction 1,009 

Contracts  and  other  services 17  3,000 

Purchase  of  goods  and  services  from  Government  accounts 264,000 

Supplies  and  materials 4,000 

Equipment 7,000 

Total  Built-in $1,812,000 

Net  Program +  $13,535,000 

Direct  FTE +44 
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PWBA-20 


Workload  Accomplishments 


Total  Investigations: 

Pending  at  start  of  year 

New  Cases 

Total  Inventory 

Processed 

Pending  at  end  of  year 

Fiduciary  Investigations  Processed: 

Full (1,073 

Limited (2,767) 

Criminal  Investigations  Processed 

Indictments 

Assets  Restored  and  Prohibited 

Transactions  Reversed  ($  In  Millions) 3/. 

Reporting  Compliance  Reviews 

Inquiries  (Field)4/ 

Received 

Answered 

Benefit  Recoveries  for  Plan 

Participants  ($  In  Millions) $11.1  $9.6         $13.3 


1/    In  FY  1995,  several  programmatic  initiatives  accounted  for  the  increase  in 
the  number  of  cases  opened  and  closed.   These  initiatives  include  changing  the 
enforcement  strategy  to  emphasize  individual  regional  office  initiatives; 
monitoring  the  level  of  overage  cases  to  maintain  the  reduced  level  achieved  in 
FY  1994;  and  increasing  the  number  of  limited  investigations  closed  per  staff 
year. 

2/  Most  of  the  investigative  effort  of  the  requested  additional  investigators 
will  be  devoted  to  conducting  targeted  limited  investigations  for  failure  of 
employers  to  forward  employee  contributions  to  401 (k)  plans.   In  the  first  year, 
they  will  be  trained  on  limited  investigations  and  assist  more  senior 
investigators  in  conducting  full  investigations. 

3/  Monetary  recoveries  tend  to  fluctuate  if  there  are  one  or  more  cases  with 
large  recoveries.   For  example,  in  FY  1995,  one  case  accounted  for  $56.8 
million.   The  emphasis  of  new  staff  to  401(k)  cases,  which  tend  to  be  smaller 
plans,  may  result  in  reduced  amounts  of  dollar  recoveries  on  a  per  case  basis. 

4/  Excludes  Microlog  pre-recorded  responses  to  frequently  asked  ERISA  questions. 


1995 
Actual 

1996 

Estimate 

1997 
Estimate 

2,662 
4,837 
7,499 
3,942 
3,557 

1/ 
1/ 

3,557 
3,739 
7,296 
3,448 
3,848 

3,848 
4.896 
8,744 
5,486 
3,258 

(1,073) 
(2,767) 

(1,074) 
(2,278) 

(1,276) 
(4,097)  2/ 

(102) 

(96) 

(113) 

101 

135 

147 

$340.3 

$250.0 

$359.0 

1,612 

1,925 

1,925 

67,146 
66,353 

80,000 
80,000 

84,000 
84,000 
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Enforcement  and  Compliance 


Proposal:   To  provide  $4,400,000  and  44  FTE  to  fully  implement  the  401 (k) 
Employee  Contribution  Project. 

Rationale:   These  resources  are  requested  in  order  for  PWBA  to  be  responsive  to 
the  changing  financial  environment  presented  by  the  rapid  growth  of  401 (k) 
plans,  participants,  and  assets  in  recent  years.   The  number  of  401 (k)  plans  has 
increased  from  17,000  plans  covering  7.5  million  people  in  1984  to  140,000  plans 
covering  22  million  people  in  1992.   Asset  amounts  for  401(k)  plans  grew  from 
$92  billion  in  1984  to  $553  billion  in  1992.   PWBA  has  seen  a  significant 
increase  in  the  number  of  complaints  concerning  misuse  of  401 (k)  plan  funds.   In 
FY  1995,  PWBA's  efforts  to  investigate  allegations  of  fraud  and  misconduct, 
particularly  in  the  failure  to  properly  administer  employee  401 (k) 
contributions,  uncovered  a  disturbing  pattern  of  abuse.   As  a  result  of  its 
increased  efforts,  PWBA  launched  a  national  Employee  Contribution  Project  to 
specifically  address  the  failure  of  some  employers  to  remit  employee 
contributions  to  401(k)  pension  benefit  and  health  care  plans.   In  the  first  six 
months  since  the  ECP  was  initiated,  $3.3  million  was  returned  to  401(k)  plans 
and  $192,000  to  health  care  plans. 

Program  Effects:   This  enhancement  will  provide  PWBA  with  the  necessary 
investigative  resources  to  be  more  responsive  to  individual  workers'  allegations 
of  fraud  and  abuse  of  their  pension  and  health  benefits,  particularly  in 
relation  to  abuses  in  401 (k)  plans. 

Base: 

FTE:   485  Estimate:   S53.895.000 

Program  Increase: 

FTE:   +44  Estimate:   +S4.400.000 


Proposal:   To  provide  two-year  funding  of  $9,000,000  for  the  development  of  a 
new  system  devoted  exclusively  to  processing  Form  5500  Series  filings. 

Rationale:   The  cost  of  processing  Form  5500  Series  reports  in  the  labor- 
intensive  Internal  Revenue  Service  system  has  become  prohibitive.   The  current 
IRS  system  was  designed  to  process  tax  filings  and  is  not  suited  to  processing 
the  fundamentally  different  employee  benefit  plan  filings.   The  new  system,  to 
be  developed  and  operated  by  non-governmental  contractors,  would  improve  the 
quality  and  accuracy  of  processed  data,  speed  their  use  in  safeguarding 
pensions,  and  be  less  costly  to  operate. 

Program  Effects:  The  new  system  would  be  more  efficient,  provide  a  more 
reliable  database,  and  be  less  costly  to  operate,  yielding  a  substantial 
long-term  savings  to  the  Federal  government. 


Estimate:   $53.895.000 

Program  Increase: 

FTE:   0  Estimate:   +S9.000.000 
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Proposal:   To  provide  $2,000,000  for  additional  operating  coats  of  Form  5500 
processing. 

Rationale:   The3e  resources  would  be  devoted  to  covering  the  costs  of  parallel 
processing  during  the  development  of  the  new  system  devoted  exclusively  to 
processing  Form  S500  Series  filings.   Once  the  new  system  is  implemented  and 
fully  operational,  the  resources  would  be  converted  to  covering  other  necessary 
operating  costs  related  to  the  new  system. 

Program  Effects:   These  resources  would  permit  PWBA  to  maintain  the  current 
level  of  enforcement  protection  while  moving  toward  the  new  system. 

Base: 

FTE:   48§  Estimate:   S53.895.000 

Program  Increase: 

FTE:   0  Estimate:   +32,000.000 


Proposal :   To  reduce  the  Compliance  and  Enforcement  activity  by  13  FTE  and 
$559,000. 

Rationale:   The  reduction  of  13  FTE  and  $559,000  is  required  to  comply  with  the 
streamlining  reduction  in  FTE  pursuant  to  P.L.  103-226. 

Program  Effects:   This  activity  will  achieve  the  reduction  of  13  FTE  through  the 
reduction  of  managers,  supervisors,  and  non-investigator  staff,  as  it  continues 
to  streamline  and  consolidate  organizationally.   This  action  will  not  have  a 
direct  impact  on  PWBA's  enforcement  and  compliance  programs. 

Base: 

FTE:   485  Estimate:   S53. 895,000 

Program  Decrease: 

FTE:   -13  Estimate:     -S559.000 


Proposal:   To  reduce  administrative  expenses  by  $1,306,000. 

Rationale:   This  reduction  is  required  to  comply  with  the  requirements  of 
Executive  Order  12837. 

Program  Effects:   The  Enforcement  and  Compliance  activity  will  be  able  to 
function  at  substantially  the  same  level  with  this  decreased  funding. 

Base: 

FTE:   485  Estimate:   S53,895,000 

Program  Decrease: 

FTE:   0  Estimate:   -$1,306.000 
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POLICY,  REGULATION  AND  PUBLIC  SERVICES 


FY  1996  FY  1997  Difference 

Estimate  Estimate  FY96/FY97 

FTE      Amount  FTE      Amount  FTE       Amour 


101   $11,831,000  101   $14,261,000  0    +$2,430,000 

Introduction 

The  Policy,  Regulation  and  Public  Services  activity  conducts  policy, 
research  and  legislative  analyses  on  pension,  health,  and  other  employee  benefit 
issues;  promulgates  regulations  and  interpretations  regarding  reporting  and 
disclosure,  fiduciary,  and  coverage  provisions;  issues  individual  and  class 
exemptions  from  ERISA's  and  FERSA's  prohibited  transactions  provisions; 
discloses  legally-required  reports;  provides  technical  assistance  to  plan 
officials,  employee  benefits  practitioners,  and  the  general  public;  provides 
direct  assistance  to  plan  participants  and  beneficiaries  in  enforcing  their 
rights  under  ERISA  and  in  obtaining  benefits  under  employee  benefit  plans;  and 
provides  assistance  in  response  to  requests  from  members  of  Congress  (including 
constituent  requests),  as  well  as  technical  assistance  to  about  a  dozen 
legislative  committees  with  jurisdiction  affecting  ERISA  and  FERSA. 

The  following  is  a  five-year  funding  history  of  the  Policy,  Regulation  and 
Public  Services  activity.   Because  the  Pension  and  Welfare  Benefits 
Administration  was  established  as  a  separate  appropriation  in  FY  1993,  FTE 
summaries  were  not  maintained  prior  to  that  time.   In  addition,  resource  amounts 
are  not  reflected  for  FY  1996  because  an  appropriation  has  not  been  enacted. 

Funding       FTE 

1992  $10,976,000      

1993  $11,357,000  114 

1994  $11,303,000  107 

1995  $12,054,000  105 

1996  $11,831,000  101 

1997  Budget  Request 

The  FY  1997  budget  request  of  $14,261,000  and  101  FTE  for  the  Policy, 
Regulation  and  Public  Services  activity  includes  a  program  increase  of 
$2,000,000  to  allow  for  necessary  enhancements  to  PWBA's  public  education  and 
participant  assistance  programs. 

Recently,  PWBA's  legislative,  policy,  regulatory,  and  participant  and  plan 
practitioner  assistance  activities  have  increased  significantly.   This  is  due  to 
heightened  legislative  attention  being  focused  on  private  employment-based 
benefits.   This  legislative  activity  is  reflective  of  increased  concern 
regarding  retirement  security  and  benefit  issues  on  the  part  of  the  gener.al 
public,  employee  benefits  professionals,  and  the  media,  as  well  as  the 
Administration  and  Congress.   Added  to  this  is  PWBA's  continuing  policy  and 
legislative  role  related  to  health  care  reform  initiatives,  pension 
simplification,  expanded  coverage  and  portability. 

PWBA  expects  continued  activity  in  these  areas  in  FY  1997.   While  it  cannot 
be  predicted  with  certainty,  PWBA  may  also  be  involved  in  more  comprehensive 
examinations  of  national  retirement  income  policies  and  policies  related  to 
health  benefit  coverage  and  security.   This  may  include  examinations  of  the  role 
played  by  private  sector  benefit  plans  in  retirement  income  security. 
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Additionally,  as  401 (k)  and  similar  plans  grow,  it  is  incumbent  upon 
workers  to  be  more  aware  of  issues  and  options  regarding  retirement  income.   To 
this  end,  PWBA  is  now  challenged  to  educate  and  empower  the  public  so  they  can 
adequately  face  their  growing  responsibility  to  take  control  of  their  retirement 
security.   Other  possible  areas  of  activity  include  expanded  coverage  and 
portability  of  pension  and  health  benefits. 

PWBA ' s  requested  program  increase  of  $2  million  will  enhance  the  agency's 
participant  education  and  assistance  efforts  by  funding  the  following 
initiatives:   (1)  expanded  accessibility  to  the  public  through  electronic  and 
telephonic  communications  and  conferencing,  as  well  as  interactive  participation 
through  the  Internet  and  other  media;  (2)  design,  publishing  and  distribution  of 
printed  materials  advising  the  public  on  ways  to  detect  irregularities 
concerning  pension  contributions;  (3)  development  and  placement  of  public 
service  announcements  to  inform  the  public  about  basic  retirement  savings  issues 
and  specific  tips  for  protecting  existing  retirement  funds;  and  (4)  development 
of  other  related  educational  materials  and  outreach  programs. 

These  expanded  public  education  and  outreach  programs  will  support  PWBA ' 9 
increased  enforcement  efforts,  particularly  with  regard  to  the  401 (k)  employee 
contributions  fraud  project.   Additionally,  educating  the  public  on  the  need  to 
monitor  their  pension  accounts,  and  the  potential  for  abuse  while  providing  the 
tools  needed  to  identify  the  most  common  problem  areas  will  increase  the  chances 
of  exposing  and  correcting  potentially  fraudulent  situations.   The  improved 
accessibility  will  effectively  assist  the  participants  who  uncover  these 
potential  problems. 

By  publicizing  the  401(k)  project,  PWBA  intends  to  counter  any  perception 
that  such  abuses  are  too  small  to  effectively  detect  and  remedy.   It  is  expected 
that  complaints  and  leads  from  the  public  will  be  effective  tools  for  the 
identification  and  targeting  of  such  cases.   Additionally,  it  is  believed  that 
an  informed  public  will  be  less  dependent  on  government  assistance.   Increased 
targeting  and  communication  efforts,  achieved  through  the  use  of  improved 
technological  systems,  will  more  efficiently  inform  both  plan  participants  and 
plan  administrators  of  their  responsibilities,  thus  reducing  conflict  and  the 
attendant  costs  of  dispute  resolution. 

In  carrying  out  its  regulatory  and  interpretive  assistance  program 
responsibilities  under  ERISA  during  FY  1997,  the  Policy,  Regulation  and  Public 
Service  activity  will  continue  to  provide  professional  and  useful  guidance  to 
the  public,  national  and  field  offices,  and  other  Federal  and  state  agencies 
within  meaningful  and  responsive  timeframes.   Additionally,  PWBA  has  regularly 
been  tasked  to  respond  to  and  resolve  unique  and  complex  issues  presented  by  new 
investment  vehicles,  such  as  derivatives,  which  are  continuously  developed  by 
the  financial  community.   While  it  is  impossible  to  predict  the  type  and  nature 
of  new  financial  instruments  that  will  command  PWBA's  attention  during  FY  1997, 
it  is  safe  to  say  that  such  new  products  will  be  developed  and  will  require 
expenditure  of  some  amount  of  staff  resources. 

Finally,  the  FY  1997  management  plan  for  PWBA's  research  program  will 
remain  roughly  a  balance  of  data  development  and  statistical  work,  basic 
research  on  health  care  benefits  and  research  concerning  private  pension  plans. 
PWBA  will  also  initiate  a  new  contract  for  health  policy  studies  and  will 
redirect  the  program  of  work  toward  issues  that  emerge  during  the  next  several 
months. 

FY  1996 

PWBA  will  continue  its  emphasis  on  the  quality  of  services  provided  to  the 
public  during  FY  1996.   The  agency  anticipates  an  increase  in  the  number  of 
inquiries  from  the  public,  partly  generated  by  publicity  concerning  the  agency's 
employee  contribution  enforcement  initiative.   During  FY  1996,  PWBA  expects  to 
respond  to  over  100,000  telephone  and  written  inquires  in  addition  to  an 
estimated  50,000  inquiries  processed  through  the  automated  telephone  response 
system. 
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Through  its  public  education  measures,  PWBA  will  provide  participants  with 
information  on  their  rights  and  protections  under  ERISA.   The  goal  is  to 
increase  public  awareness  of  basic  pension  and  retirement  planning  issues, 
including  the  importance  of  personal  savings,  how  to  protect  your  benefits  and 
general  information  on  pension  investing. 

A  broad-baeed  coalition  of  private  and  public  sector  organizations, 
organized  in  FY  1995,  will  continue  to  spread  an  educational  message  to  help 
Americans  understand  the  stakes  involved  and  to  educate  them  on  what  they  can  do 
to  make  sure  that  they  continue  their  standard  of  living  into  retirement.    In 
that  regard,  PWBA  has  produced  two  publications  "Protecting  Your  Pension  Money" 
and  "Simplified  Employee  Pensions."   Both  publications  are  scheduled  for  release 
in  FY  1996.   The  partners  have  formed  the  "American  Savings  Education  Council," 
a  501(c)(3)  organization  which  will  undertake  and  encourage  initiatives  aimed  at 
raising  financial  security  in  retirement.   In  FY  1996,  PWBA  will  continue  its 
efforts  to  provide  advice  and  technical  assistance  to  the  Council.   During  FY 
1996  and  throughout  the  campaign,  the  Department  of  Labor  will  also  serve  as  a 
catalyst  to  heighten  interest  in  the  issue  of  retirement  security. 

To  increase  productivity  while  providing  the  public  with  a  higher  quality 
product,  PWBA  has  instituted  a  number  of  automation  enhancements  during  FY  1996. 
These  include  an  automated  database  which  monitors  and  tracks  inquiries  and  can 
also  be  used  in  policy  development  and  enforcement;  substantial  upgrades  to  the 
telephone  response  system;  and  imaging  capabilities  for  public  disclosure  of 
Form  5500  data  as  mandated  by  ERISA. 

During  FY  1996,  PWBA's  legislative  activity  will  continue  working  toward 
passage  of  legislation  to  enhance  pension  security.   PWBA  continues  to  work  to 
advance  the  proposals  included  in  the  Administration's  1996  "Retirement  Savings 
and  Security  Act"  to  simplify  pension  rules,  improve  portability  of  pensions, 
expand  retirement  savings  opportunities,  and  enhance  pension  security  by 
strengthening  audits  of  benefit  plans  covered  by  ERISA.   PWBA's  legislative 
activity  also  includes  working  toward  passage  of  legislation  to  enhance 
coverage,  portability  and  security  of  health  benefits.   Other  activities  in  FY 
1996  include  legislative  and  regulatory  efforts  to  streamline  reporting  and 
disclosure  of  information  under  ERISA,  and  other  regulatory  reforms. 

Regulatory,  interpretive,  and  exemption-related  guidance  will  continue  to 
be  provided  to  the  public  and  to  other  governmental  agencies,  with  a  continued 
focus  on  optimum  quality,  credibility,  and  timeliness  of  responses. 
Early  in  the  fiscal  year,  PWBA  proposed  a  regulation,  reviewed  comments  and 
conducted  a  hearing  on  its  proposal  to  shorten  the  maximum  time  in  which 
participant  contributions  received  by  the  employer  can  be  treated  as  other  than 
plan  assets.   PWBA  will  continue  to  work  toward  finalizing  this  regulation  this 
fiscal  year. 

PWBA  will  continue  the  same  balance  of  research  and  statistics  program 
during  FY  1996.   A  number  of  pension  research  projects  will  be  completed,  as 
well  as  a  number  of  smaller  studies  initiated  through  the  competitive  contract 
program.   Several  health  care  policy  studies  addressing  major  issues  in  the 
evolving  health  care  reform  debate  will  be  completed. 

FY  1995 

During  FY  1995,  PWBA  prioritized  its  responsibilities  so  as  to  attain  the 
goals  outlined  in  the  Secretary's  performance  agreement  with  the  President,  as 
well  as  the  resulting  goals  assigned  to  the  Assistant  Secretary.   In  support  of 
reinvention  goals,  particularly  those  relating  to  the  highly  visible  area  of 
customer  service,  the  agency  made  a  number  of  improvements  to  its  technical 
assistance  program,  including  adoption  of  new  customer  service  standards  which 
dramatically  decreased  response  times  to  written  and  telephone  participant 
inquiries,  and  implementation  of  an  automated  inquiry  tracking  system. 
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To  heighten  public  interest  in  the  issue  of  retirement  security,  PWBA 
assembled  a  broad-based  public/private  partnership  to  educate  the  public  on  the 
need  to  save  for  retirement. 

PWBA' s  legislative  activity  during  FY  1995  included  a  primary  role  in  the 
Administration's  pension  simplification  proposal  and  introduction  of  a  revised 
bill  to  strengthen  audits  of  benefit  plans.   The  agency  also  devoted  resources 
to  analysis  of  veterans'  reemployment  rights  laws,  health  care  reform  (including 
health  care  fraud),  regulatory  reform,  securities  litigation  reform,  and 
bankruptcy  code  amendments. 

PWBA's  research  program  produced  two  major  statistical  publications,  several 
major  health  policy  studies  and  a  number  of  pension  research  projects. 

Changes  for  1997 

Activity  Changes: 

Built-in: 

Annualization  of  pay  raise  costs  effective  in  January  1996 $49,000 

Federal  pay  raise  effective  in  January  1997 195,000 

Federal  Employees'  Compensation  Act  (FECA) 30,000 

Travel  and  transportation  of  persons 1 ,  000 

Rental  payments  to  GSA 19,000 

Printing  and  reproduction 2,000 

Contracts  and  other  services 112 ,  000 

Purchase  of  goods  and  services  from  Government  accounts 20,000 

Supplies  and  materials 1,000 

Equipment 1,000 

Total  Built-in +$430,000 

Net  Program +$2,000,000 

Direct  FTE 0 


Policy,  Regulation  and  Public  Services 

Proposal :   A  program  increase  of  $2,000,000  to  allow  for  necessary  enhancements 
to  PWBA's  public  education  and  participant  assistance  programs. 

Rationale:    As  401 (k)  and  similar  plans  grow,  it  is  incumbent  upon  workers  to 
be  more  aware  of  issues  and  options  regarding  retirement  income.   To  this  end, 
PWBA  is  now  challenged  to  educate  and  empower  the  public  so  they  can  adequately 
face  their  growing  responsibility  to  take  control  of  their  retirement  security. 

Program  Effects:   The  requested  program  increase  will  enhance  the  agency's 
participant  education  and  assistance  efforts  by  expanding  accessibility  to  the 
public  through  electronic  and  telephonic  communications  and  conferencing,  as 
well  as  interactive  participation  through  the  Internet  and  other  media;  creating 
educational  materials  for  the  public  on  ways  to  detect  irregularities  concerning 
pension  contributions;  providing  timely  public  service  announcements  to  inform 
the  public  about  basic  retirement  savings  issues  and  specific  tips  for 
protecting  existing  retirement  funds;  and  developing  other  related  educational 
materials  and  outreach  programs. 


Estimate:   S12.261.000 

Program  Increase: 

FTE:   0  Estimate:   +S2.000.000 
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Workload  Accomplishments 


1995 

1996 

1997 

Actual 

Estimate 

Estimate 

10 

5 

5 

299 

315 

315 

545 

570 

570 

1,199 

500 

500 

79,241 

82 

,100 

91 

,800 

79,632 

82 

,100 

91 

,800 

Regulations  Issued 

Exemption  Applications  Processed 

Interpretive  and  Other  Technical 

Assistance 

Determinations 

Inquiries  (National  Office) 

Received 

Answered  1 / 

Benefit  Recoveries  for  Plan  Participants 

($  million)  2/ $6.3  $3.5  $3.5 


1/    FY  1995  actual  reflects  effects  of  productivity  increases  which  resulted  in 
reduction  of  existing  backlog  of  inquiries  to  be  answered. 

2/  FY  1995  actual  includes  benefit  recoveries  of  approximately  $2.7  million 
involving  two  cases. 
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PROGRAM  OVERSIGHT 

FY  1996  FY  1997  Difference 

Estimate  Estimate  FY96/FY97  ^ 

FTE      Amount  FTE      Amount 


Fundinq 

FTE 

53,473,000 

— 

S3, 592, 000 

27 

53,475,000 

23 

53,385,000 

22 

53,583,000 

22 

'H   53,583,000  22   53,758,000  0    +5175,000 


Introduction 

The  Program  Oversight  activity  provides  policy  direction,  leadership  and 
management  of  the  pension  and  welfare  benefits  program.  Management  support  is 
provided  in  the  areas  of  budget,  debt  collection,  financial  and  human  resource 
management,  labor /employee  relations,  and  other  administrative  activities.  In 
addition,  this  activity  conducts  a  comprehensive  technical  training  program  in 
support  of  the  agency's  enforcement,  policy,  legislative,  and  regulatory 
functions. 

The  following  is  a  five-year  funding  history  of  the  Program  Oversight 
activity.   Because  the  Pension  and  Welfare  Benefits  Administration  was 
established  as  a  separate  appropriation  in  FY  1993,  FTE  summaries  were  not 
maintained  prior  to  that  time.   In  addition,  resource  amounts  are  not  reflected 
for  FY  1996  because  an  appropriation  has  not  been  enacted. 


1992 

1993 

1994 

1995 

1996 

FY  1997  Budget  Request 

The  resources  for  this  activity  in  FY  1997  total  53,758,000  and  22  FTE.   In 
addition  to  policy  direction  and  leadership,  attention  will  be  focused  on 
providing  human  resource  management,  financial  management,  debt  collection,  and 
administrative  support  to  program  operations.   Staff  development  will  continue 
to  be  a  high  priority  and  is  considered  critical  to  maintaining  the  professional 
and  technical  skills  of  PWBA's  employees  in  the  rapidly  evolving  pension  and 
benefits  industry. 

In  addition,  emphasis  will  also  be  placed  on  conducting  management  and 
program  analysis  reviews  to  ensure  the  most  effective  utilization  of  available 
resources  throughout  the  agency. 


This  activity  continues  to  provide  policy  direction,  leadership,  and 
management  of  the  agency,  as  well  as  providing  administrative  support  including 
budget,  personnel,  labor  relations,  and  technical  training.   Debt  collection 
activities  relative  to  assessed  ERISA  civil  penalties  continue  to  take  on  an 
increased  emphasis  and  will  involve  the  first  full  year  of  activity  for  the 
Delinquent  Filer  Voluntary  Compliance  Program  implemented  in  the  third  quarter 
of  FY  1995.   Based  on  the  FY  1995  experience,  it  is  estimated  that  a  total  of 
513  million  in  civil  penalties  will  be  collected  in  FY  1996. 

Employee  development  will  remain  a  high  priority  in  FY  1996,  implemented 
through  a  comprehensive  PWBA-tailored  training  program  and  staff  rotational 
assignments  and  details,  both  within  the  agency  and  with  other  government 
agencies. 
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FY  1995 

This  activity  provided  policy  direction,  leadership,  and  management  of  the 
pension  and  employee  benefits  rights  program  during  FY  1995.   Considerable 
financial  management  support  was  provided,  especially  in  the  area  of  debt 
collection  where  a  total  of  $5,463,000  in  civil  penalties  was  collected, 
including  interest  and  other  charges,  and  involved  the  implementation  of  two  new 
agency  programs — the  first  encourages  delinquent  report  filers  to  come  into 
compliance  by  reducing  penalties  for  delinquent  reports  and  the  second  refers 
delinquent  debtors  to  the  IRS  for  possible  offset  of  tax  refunds. 

Agency  training  programs  were  refined  and  personnel  throughout  the  agency, 
including  newly  recruited  investigators,  attended  one  or  more  of  these  agency- 
specific  training  courses.   Off-duty  courses  were  funded  at  various  educational 
institutions,  and  employees  took  advantage  of  rotational  assignments  both  within 
the  agency  and  with  other  agencies. 

Changes  for  1997 

Activity  Changes: 

Built-in: 

Annualization  of  pay  raise  costs  effective  in  January  1996 $25,000 

Federal  pay  raise  effective  in  January  1997 98,000 

Federal  Employees'  Compensation  Act  (FECA) 19,000 

Travel  and  transportation  of  persons 1 ,  000 

Rental  payments  to  GSA 5,000 

Communications,  utilities  and  miscellaneous  charges 5,000 

Printing  and  reproduction 7,000 

Contracts  and  other  services 6 ,  000 

Purchase  of  goods  and  services  from  Government  accounts 5,000 

Supplies  and  materials 2,000 

Equ  ipment 2.000 

Total  Built-in $175,000 

Net  Program 0 

Direct  FTE 0 
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NEW  POSITIONS  REQUESTED 
($  In  Thousands) 


FY  1997 

Grade       Number 
Activity  1:   Enforcement  and  Compliance 

Field  Office 

Investigator/Auditor 

Investigator/Auditor 

Investigator/Auditor 

Total,  New  Positions 44        $2,130 


GS-14 

5 

$312 

GS-13 

10 

529 

GS-12 

11 

1.289 
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ADVISORY  AND  ASSISTANCE  SERVICES 
($  In  Thousands) 


Type  of  Services 
Consultants 

I.  Personnel  Appointments: 

(OC  11.3  and/or  11.5) 

a.  Consultants  and  Experts 

b.  Advisory  Committee  Members , 

II.  Contracts  (Non-personnel  Appointments): 

(Advisory  and  Assistance  Services 
-  OC  25.1) 

c.  Consultants  and  experts  (contracts) 

d.  Management  and  Professional 
Support  Services 

e.  Studies,  analyses  and  evaluations.. 

f.  Engineering  and  technical  services.. 
Total 


SO 
$59 


$0 
$60 


SO 


$0 

$0 

$0 

$0 

so 

_1S 

;59 

$60 

Justification  of  FY  1997  Request  '        / 

Program  Oversight  ($60) 

The  amount  is  required  for  necessary  expenses  for  Advisory  Commission 
members  who,  pursuant  to  S512  of  ERISA,  advise  the  Department  on  issues  that 
affect  employee  benefit  programs. 
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PENSION  AND  WELFARE  BENEFITS  ADMINISTRATION 
DETAIL  OF  FULL-TIME  EQUIVALENT  EMPLOYMENT 
(S  in  Thousands) 


Executive  level  V 

Subtotal 

Executive  Level  Salary 

ES-6.  . 

ES-5 

ES-4 

ES-3 

ES-2 

ES-1 

Subtotal 

ES  Salary 

GS-18 

GS-17 

GS-16 

GS/GM-15 

GS/GM-14 

GS/GM-13 

GS-12 

GS-11 

GS-10 

GS-09 

GS-08 

GS-07 

GS-06 

GS-05 

GS-04 

GS-03 

GS-02 

GS-01 

Subtotal 

Total  -  GM/GS  Salary 

Total  End  of  Year 

Total,  Full-time  equivalent  (FTE) 


1995 

1996 

1997 

actual 

estimate 

estimate 

1 

1 

1 

1 

1 

1 

$108 

1 

$111 

$114 

1 

1 

1 

1 

1 

1 

4 

4 

4 

0 

0 

0 

1 

1 

1 

5 

5 

5 

12 

12 

12 

SI, 174 

$1 

,209 

$1,245 

0 

0 

0 

0 

0 

0 

0 

0 

0 

29 

29 

29 

75 

75 

80 

110 

110 

120 

165 

177 

206 

40 

48 

48 

1 

1 

1 

37 

38 

38 

1 

1 

1 

36 

36 

36 

37 

37 

37 

35 

35 

35 

8 

8 

a 

0 

0 

0 

0 

0 

0 

0 

0 

0 

574 

595 

639 

$27, 558 

$31 

,500 

$35,400 

587 

608 

652 

571 

608 

652 

819 


PENSION  BEKEPIT  GUARANTY  CORPORATION 
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Pension  Benefit  Guaranty  Corporation   Fund 

The  Pension  Benefit  Guaranty  Corporation   is  authorized   to  wake  such 
expenditures,    including  financial    assistance  authorized  by  section   104    of 
Public  Law  96-364,    within   limits   of   funds   and  borrowing  authority  available    to 
such  Corporation,    and  in  accord  with   law,    and   to  make  such   contracts  and 
commitments   without   regard   to  fiscal  year  limitations  as  provided  by  section 
104   of   the  Government   Corporation  Control   Act,    as  amended    (31    U.S.C.    9104),    as 
may  be   necessary  in   carrying  out    the  program    through   September   30,    1927: 
Provided,    That   not    to  exceed  $12 , 043 , 000   shall   be  available   for  administrative 
expenses   of    the   Corporation:      Provided  further,    That    expenses   of   such 
Corporation   in   connection   with    the    termination  of  pension  plans,    for   the 
acquisition,    protection   or  management,    and  investment   of   trust   assets,    and  for 
benefits  administration   services   shall   be  considered  as  non-administrative 
expenses   for   the  purposes  hereof,    and  excluded  from   the  above   limitation. 


Explanation   of  Language  Change 

There  are   no  appropriation    language   changes  being  proposed   for  Pension   Benefit 
Guaranty  Corporation. 
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PBCC-3 

Pension  Benefit  Guaranty  Corporation 

AMOUNTS  AVAIIABLE  FOR  OBLIGATION 
($  In  Thousands) 

FY  1995  Comparable  «        FY  1996  FY  1997 

FTF,      Amount       FTF,       Amount       FTF.       Amonnr 

Limitation  Authority 95       $11,493       13        S10.603      73        $12,043 

Cash  awards  reduction 

pursuant  to  PL  103-333 0  -30        0  0       0  0 

A.  Subtotal  Limitation 

Authority  (adjusted) 15       11.463      11        1Q.603     22        12.043 

B.  Gross  Limitation 

Authority 15  1L.A&1  12  1Q.6Q3  II  12.043 

C.  Limitation  Authority 

Before  the  Committee 15        11,463       22         10.603      22         12.042 

Services  Related  to 

Terminations 592       126,471      658        130,596     658        128.496 

Cash  awards  reduction 

pursuant  to  PL  103-333 2         -213       2  2      2  2 

Services  Related  to 

Terminations  (adjusted) 522       1?6.25B      £52        130,596     £51        126,496 

Benefit  Payments 2       834,950        0        929,670       0        945,400 

Financial  Assistance 0         4,480        0  4,950       0  6,120 

D.  Total  estimated 

Obligations 687      5977.1.51      731     $'075.819     731     ^  .097.0*9 

•  May  differ  from  FY  1995  Actuals. 
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Pension  Benefit   Guaranty   Corporation 


SUhMARY    OF    CHANGES 
($   in  Thousands) 


Obligating  Authority; 

Limitation  Authority    (Administrative    Expenses) 

Non- Limitation  Authority    (Services    Related 
to  Terminations) 

Benefit    Payments 

Financial   Assistance 

Total     (Revolving    Fund) 


1997 

1996 

Agency 

Net 

Conference 

Request 

Chang- <> 

$10, 603 

$12,043 

1,440 

130,596 

128,496 

-52, 100 

929,670 

945,400 

$15,730 

4.950 

6.  120 

$1,170 

S1.Q75.81S 

51.092.P59 

$16.740 

Fill] -Time    Equivalent     fFTE) 

Limitation 

Services  Related  to  Terminati 

Revolving  Fund 


658 
221 


658 
221 


Explanation  of  Change 


Administrative 


FXE   Amount 


Benefit  Payments/ 
Financial  Assist.      Total 

Amount       FXE   Amount 


A:  Built-in: 

Annualized  January  1996 
pay  increase 

Federal  pay  raise 

effective  January  1997 

Annualize  cost  of  new 
positions  added  in  FY  96 

Personnel  Benefits 

Travel 

Transportation  of  Things 

Space  Rent 

iications  and  Utilitie 


558 
333 


558 
353 
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Explanation  of  Change: 


Administrative 
FTF.   Amount 


Services  Related 

m  Terminations 

FTF.    Amount 


PBGC-5 

Benefit  Payments/ 
Financial  Assist      Total 

Amount       FTF.   Amount 


Printing 

Consulting  Services 

Other  Services 

Services  By  Other  Gov't 
Agencies 

Supplies 

Eguipment 

Benefit  Payments 

Financial  Assistance 

Subtotal  -  Built-in 


15,730      0    15,730 

1,170      0     1,170 

16,900      0    21,759 


B:  Progr 


To  provide  for  salaries 

and  related  expenses 

to  replace  contractors 

with  FTE 

0 

0 

To  maintain  contract  premuim 

operation  and  collections 

at  current  levels 

0 

1,188 

Subtotal  -  Program 

0 

1,188 

Total  Increases 

a 

SI .543 

11      S5.379 


14     2,063 
H   S73.H77 


Decrease  in  non  personnel 
costs  needed  to  offset 
built-in  increases 

To  eliminate  non-recurring 
cost  of  implementing  the 
Collins  Case  settlement 

To  comply  with  the 
reduction  in  FTE  as 
required  by  P.L.  103-226 

(FY  1996  Base:  FTE  731 
Budget  Authority  5147,4981 

To  reduce  administrative 
expenses  as  required 
by  E.O.  12837 

(FY  1596  Base:  FTE  731 
Budget  Authority  3147,498) 

Total  Decreases 


TOTAL 


0  -4,129 


0  -2,100 


-13  -813 


-1 1.  440 


zll  -S7.47 


J -2,  10.0_ 


0  0        -4,129 


0  0         -2,100 


0         -14  -875 


0  0  -476 


SJ1        ^JJL        -7.582 
16,900  0         16,240 
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PBGC-6 


3                 O 

o 

O 

cj 

f                   O 

m 

r- 

r               .-h 

t- 

"-1 

C\ 

-t               eg 

IT) 

tH 

V£ 

i>                1 

H 

<fl 

T                  U> 

o 

o 

<T 

3                  <TI 

r^ 

in 

D              ir> 

«3 

<n 

(X 

3                  O 

en 

<r 

n              n 

C\J 

m 

c 

M    c 

a  a 
a.  t^ 


Pension  Benefit  Guaranty  Corporation 


ORI.TGATIWG   MTTHORITY   BY   OBJECT   CLASS 
($   In  Thousands) 


1995 
Comparable 

Total    number   o£    full-time 

permanent  positions 695 

Full-Tlme  equivalent: 

Full-time  permanent 662 

Other 25_ 

Total 687 

Average   ES  salary 5108 

Average  GM/GS  grade 10. 8B 

Average  GM/GS  salary SSO 

Average  salary  of  ungraded 

positions na 

Personnel   Compensation: 

Permanent  positions $35,311 

Positions   other    than 

permanent 471 

Other   personnel    compensation...      1,  257 

Subtotal,    personnel    compensation  37,039 

Personnel   benefits 7,425 

Benefits    for   former  personnel....  0 
Travel   and   transportation  of 

persons 894 

Transportation  of  things 

Rental  payments  toothers 10,400 

Communications,  utilities  and 

other  rent 1.050 

Printing  and  reproduction 359 

Consulting  services 320 

Other  services 75,660 

Purchase  of  goods  and 

services  from  government 

accounts   1/ 1.624 

Supplies  and  materials 1,023 

Equipment 1,920 

Grants,  subsidies  and 

construction 4.480 

indemnities 834,950 

Loss  on  sale  of  government 

securities P_ 

Total,  obligating  authority 

by  object  class S977.151 

Working  Capital  Fund  Obligations 

included  above 1583) 

1/  Includes  the  following  amounts  for  services  ol 

Department  of  Labor  583 

Department  of  Treasury  15 

Department  o£  Defense  20 

Department  of  Interior  0 

U.S.  Public  Health  95 
Government  Printing  Office 

General  Accounting  Office  1,000 

Social  Security  Administration  5 

Office  of  Personnel  Management  145 

Internal  Revenue  Service  211 

General  Services  Administration    5p_ 

SI. 624 


1996 

Conference 


•  1  D 

1 

,300 

2 

,  500 

4 

,950 

929 

,670 

S37.928 

539,573 

1,085 

1,134 

1,257 

1,257 

40,270 

41, 964 

8,269 

6,611 

0 

0 

920 

947 

2 

2 

10, 135 

10.392 

2,673 

2,732 

34  6 

339 

330 

330 

73,514 

70,395 

1, 
2, 

338 

500 

6, 

120 

945, 

400 

SI, 052, 059 


1,170 
15,730 
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BianncMn  items  a  um 

HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES'  REPORTS 


lifilD 


Action  Taken  or  to  be  Taken 


1996  House  Report  (No.  1C4-209) 
1996  Senate  Report  (No.  104-145) 
1996  Conference  Report  (No.  104-537) 


No  specific  actions  recommended. 
No  specific  actions  recommended. 
No  specific  actions  recommended. 


AMOUNTS  IN  AUTHORIZING  LEGISLATION 

($  In  Thousands) 


Budget  Request 


Legislation 


Authorizing  legislation  containing 
indefinite  authority. 

Title  IV  of  the  Employee  Retirement 

Income  Security  Act  of  1974  (ERISA) 

29  U.S.C.  1301,  et    seq.  (1976), 

(Public  Law  93-406),  as  amended  by 

the  Multi-Employer  Pension  Plan 

Amendments  Act  of  1980,  Public  Law 

96-364,  (September  26,  1980),  94  Stat. 

1208;  the  Single-Employer  Pension 

Plan  Amendments  Act  of  1986,  (SEPPA) 

Public  Law  99-272,  (April  7,  1986) 

100  Stat.  82;  the  Pension  Protection 

Act  (PPA)  Public  Law  100-203, 

December  22,  1987)  101  Stat.  1330, 

and  the  Retirement  Protection  Act, 

Public  Law  103-465,  108  Stat.  4890, 

(December  8,  1994) 51,075,819        $1,092,059 
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Pension  Benefit  Guaranty  Corporation 

APPROPRIATION  HISTORY 

($  In  Thousands) 


Admin 

istrative 

Expenses 

Fiscal  Year 

(Limitation) 

1987 

$35,836 

1986 

37,650 

1989 

39,  920 

1990 

42,301 

1991 

41,640 

1992 

46,826 

1993 

33,533 

1994 

33,853 

1995 

11,463 

1996 

10,603 

1997 

12,043 

Services  Related 
to  Terminations 
(Non-Limitation) 


so 

490 

0 

494 

29, 097 

546 

28,053 

546 

37,862 

546 

52,316 

583 

99,039 

700 

98,943 

707 

126,258 

687 

130, 596 

731 

128, 496 

731 

830 


Pension  Benefit  Guaranty  Corporation 

gT^TCMETWi;  OF  REVENUE  AND  EXPENSES 

PUBLIC  ENTERPRISE  FOND 

(S  in  Thousands) 


PBGC- 11 


FY  1995 
Actual 


FY  1996 
Estimate 


FY  1997 
Estimate 


Revenue 

Premium  Income 
Investment  Income 
Other  Income 

Subtotal  -  Revenue 


$865,716 
1,153,972 

1,886 

$2,021,574 


$951,020 
423,990 


$1,375,010 


$1,067,230 
488,130 

0_ 

$1,555,360 


Expenses 


Trust  Fund  operating 
gain  or  loss  (-) 
Net  liability  incurred 

due  to  plan  terminations 
Provision  for  probable 

terminations  (net) 
Loss  on  Financial 

Assistance 
Administrative  expenses 
Accrued  annual  leave 

Subtotal  -  Expenses 


Net  Operating  Income  or  Loss(-) 


-$812,176 

-$519,  140 

-$611,270 

-155,999 

-847, 860 

-1,393,280 

-13,311 

253,740 

783,290 

-108,381 

-10,768 

0 

-SI. 100,635 

-16,970 

-10, 603 

0 

-SI. 140,833 

-17,700 

-12,043 

0 

-$1,251,003 

$920,939 

$234, 177 

$304,357 
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FINANCIAL  CONDTTTOH 
Public  Enterprise  Itevolving  f.,r^ 
($  in  Thouaanda) 


ASSETS: 

Federal  assets: 

Fund  balances  with  Treasury 

Investments  in  US  Securities: 

Treasury  Securities,  par 

Treasury  securities,  unamortized 
discount  (-),  unamortized 

premium  (  + ) 

Receivables,  net 

Direct  loans,  gross 
Interest  Receivable 
Allowance  for  estimated  uncollectible 

loans  and  interest  (-) 

Cash  and  Other  monetary  assets 

Property,  plant  and  equipment,  net.... 

Other  Assets 

Non-Federal  Assets: 

Investments  in  non-Federal  securities. 
Receivables,  net 
Advances  and  prepayments 

TOTAL  ASSETS 

LIABILITIES: 

Non-Federal  liabilities: 

Accounts  payable 

Pension  and  other  actuarial 

liabilities 

TOTAL  LIABILITIES 

NET  POSITION: 

Cumulative  results  of  operations 

TOTAL  NET  POSITION 

TOTAL  LIABILITIES  AND  NET  POSITION. 


FY  1994 

FY  1995 

FY  1996 

FY  1997 

Actual 

Actual 

Estimate 

$1,551 

SI, 093 

SI, 093 

SI, 093 

5,271,886 

5,731,777 

6,591,536 

7,634,883 

-253,024 

83,066 

0 

0 

84,425 

64,714 

65,000 

65,000 

22,227 

26,574 

31,524 

37,734 

11,286 

14,777 

15,811 

16,918 

-33,513 

-41,351 

-47,335 

-54,652 

20 

20 

20 

20 

3,173 

4,283 

4,283 

4,283 

-138,021 

608,247 

807,627 

787,550 

43,426 

0 

0 

0 

37,330 

131,457 

131,000 

131,000 

24 

21 

21 

21 

S5, 050. 790 

56,624,678 

S7, 600. 580 

S8.623.8S0 

S288.794 
5.804,820 


-SI. 042, 824 


S5. 050,790 


5266,143 
6,480,421 


S6, 093,614      S6.  746,564 


Jli-jj-*1  -  ilg- 


S312.200 

7,176,110 

S7, 488.310 


5318,350 

7,688,860 

S8.207.210 


57.600.580 


S8, 623, 850 


25-051    96-27 
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STATDS  OF  TRDST  FONDS 
($  in  Thousands) 


PBGC- 13 


Cash 
Investment; 


FY    1994 
Actual 


S370.400 
2,935,190 


FY  1995 
Actual 


$285,100 
3,788,310 


FY  1996 
Estimate 


S285.100 
4,269,290 


FY    1997 
Estimate 


$285,100 
5,065,530 


Receivables: 

Due  from  Employers, 
Terminated  Plans 

Due  from  Employers, 
Probable  Terminations 


Assets  of  Pre-Trusteed 
Plans 


107, 100 


Assets  of  Plans,  probable 
Terminations 


1,200,780 
162,920 


1,347,910 
128,700 


779, 130 
128,700 


Due  from  Revolving  Fund 
-  Long  Term 


Total  Assets 


5, 641, 260 


S10,922,5S0 


S12.323.690      $13,091, 680       $13.857,690 


PV  of  Future  Benefits 
Terminated  Plans 


S9, 430, 990      $11,087,470       S13,676,910 


PV  of  Future  Benefits  - 
Probable  Terminations 


Other  liabilitie 


2, 699,220 
24,610 


2,799, 670 
38,780 


1, 965, 430 
38,780 


142,000 
38,780 


Accounts  Payable  to 
Revolving  Fund 


Total  Liabilities 


$10,922,550  $12,323,690      S13,091,680       S13,857,690 
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PBGC-15 
BENERAI,  STATEMENT 

The  Pension  Benefit  Guaranty  Corporation  (PBGC)  is  a  wholly-owned,  self- 
financing  government  corporation  established  by  Title  IV  of  the  Employee 
Retirement  Income  Security  Act  of  1974  (ERISA)  as  amended  by  the  Multiemployer 
Pension  Plan  Amendments  Act  of  1980  (MPPAA) ,  the  Single-Employer  Pension  Plan 
Amendments  Act  of  1986  (SEPPAA) ,  the  Pension  Protection  Act  of  1987  (PPA) ,  and 
the  Retirement  Protection  Act  of  1994  (RPA) . 

Under  Title  IV  of  ERISA,  PBGC's  mission  is  to  operate  as  a  service- 
oriented,  professionally  managed  agency  that  protects  participants'  benefits 
and  supports  a  healthy  retirement  plan  system  by: 

o   encouraging  the  continuation  and  maintenance  of  private  pension  plans, 

o   protecting  pension  benefits  in  ongoing  plans, 

o        providing  timely  payments  of  benefits  in  case  of  terminated  pension 
plans,  and 

o   making  the  maximum  use  of  resources  and  maintaining  premiums  and 
operating  costs  at  the  lowest  levels  consistent  with  statutory 
responsibilities . 

The  PBGC  administers  two  insurance  programs: 

1.  Single-Enployer  Program:   Under  this  program  PBGC  pays  basic 
benefits  for  private  sector,  single-employer  def ined-benef it 
pension  plans  should  the  plans  terminate  with  insufficient  assets 
to  provide  basic  benefits.   ERISA  limits  the  total  monthly  benefit 
that  PBGC  can  pay  to  one  individual  (currently  $2,642.05  per  month 
in  FY  1996)  . 

2.  Multiemployer  Program:   Under  this  program,  PBGC  guarantees 
multiemployer  plan  benefits  for  insolvent  plans  only.   PBGC  will 
provide  financial  assistance  (in  the  form  of  a  loan  that  is 
repayable  by  the  plan)  if  it  receives  an  application  for  such 
assistance  from  a  plan  and  verifies  that  the  plan  is  or  will 
become  insolvent  and  unable  to  pay  basic  benefits  when  due. 
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Financial  Structure 

The  financial  structure  of  the  PBGC  includes  both  "on-budget"  public 
enterprise  funds  held  by  the  U.S.  Treasury  and  "off -budget"  trust  funds  held 
primarily  by  private  fiduciary  agents. 

Public  Enterprise  (Revolving)  Fund.   PBGC  uses  the  revolving  fund  for 
benefit  payments,  financial  assistance  and  operating  expenses.   Offsetting 
collections  include  annual  premiums,  investment  income  and  reimbursements 
received  from  the  trust  fund  for  its  share  of  benefit  payments  and  operating 
expenses . 

Trust  Fund ■  When  the  PBGC  becomes  trustee  of  a  terminated  pension  plan, 
it  transfers  the  plan's  assets  into  the  trust  fund.  The  trust  fund  has  three 
major  sources  of  funding:  (1)  plan  assets;  (2)  employer  liability  collection; 
and  (3)  investment  income. 

Financial  Condition 

PBGC's  basic  insurance  program  for  single-employer  plans  continues  to 
strengthen,  with  assets  increasing  in  FY  1995.   The  deficit  for  the  single- 
employer  program  decreased  further  to  $315  million  from  $1.2  billion  in  FY 
1994  due  to  the  absence  of  major  terminations  (in  part  resulting  from  PBGC's 
success  in  its  "early  warning"  program),  and  to  the  success  of  PBGC's 
investment  program.   While  signifying  a  welcome  trend,  the  Corporation  notes 
that  funding  levels  are  volatile  .and  could  fall  again  if  interest  rates  or 
other  economic  conditions  change.   In  addition,  the  lower  rate  of  pension 
underfunding  results  in  declining  premium  revenues  as  the  agency  collects  less 
variable-rate  premium  payments  from  better  funded  plans. 

The  multiemployer  program  continues  in  sound  financial  condition,  with 
assets  of  $477  million,  liabilities  totalling  $285  million  and  a  net  surplus 
of  $192  million  at  the  end  of  FY  1995. 

Current  Exposure 

Total  underfunding  in  single-employer  plans  dropped  to  $31  billion  as  of 
December  31,  1994,  compared  to  $71  billion  reported  for  the  end  of  1993.   The 
underfunded  plans  had  total  assets  of  $211  billion  and  liabilities  of  $242 
billion.   About  $15-20  billion  of  the  total  underfunding  is  in  plans  that  PBGC 
considers  reasonably  possible  terminations,  maintained  by  companies  with 
below- investment -grade  bond  ratings  as  of  September  30,  1995. 


1996 
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ADMINISTRATIVE    EXPENSES    AND    SERVICES    RELATED   TO    TERMINATIONS 


1997  Difference 

Conference  Estimate  W1997     „ 

FTE  Amount  fTE  Amount  FTE  J 

(a)  Administrative   Expenses 

73  $10,603  73  $12,043  0 

(b)  Services  Related   to  Terminations 

658  $130,596  658  $128,496  0 


Introduction 

PBGC's  operating  expenses  include:   (1)  Administrative  Expenses,  subject 
to  a  spending  limitation  and  (2)  Services  Related  to  Terminations,  not  subject 
to  a  spending  limitation.   Together  these  activities  provide  executive 
direction,  management  and  administrative  support,  and  services  in  connection 
with  the  termination  of  pension  plans. 

As  a  guaranty  agency,  PBGC  cannot  limit  incoming  work  or  individual 
benefit  payment  levels  because  of  resource  restrictions.   By  law,  whenever 
covered  plans  terminate,  the  PBGC  must  ensure  that  retirees  and  beneficiaries 
receive  their  proper  benefits  in  a  timely  manner.   As  such.  Services  Related 
to  Terminations  are  relatively  unpredictable  and  not  subject  to  limitation. 

PBGC  protects  the  pensions  of  nearly  42  million  people  in  about  53,000 
single-employer  and  2,000  multiemployer  defined  benefit  pension  plans. 
Currently  the  Corporation  pays  benefits  to  182,300  people  with  another  209,700 
eligible  for  benefits  when  they  retire.   PBGC  must  also  make  benefit 
determinations  for  survivors  of  eligible  participants  and  review  the  records 
of  other  participants  who  receive  lump  sum  payments  or  are  ultimately 
determined  to  be  ineligible  for  benefits.   These  additional  categories  raise 
the  final  total  of  people  served  by  PBGC  substantially  above  the  total  of 
current  and  future  retirees.   Benefit  payments  in  calendar  year  1995  totalled 
some  $734  million,  paid  to  participants  in  about  2,000  trusteed  plans. 

FY  1997  Budget  Request 

PBGC's  proposal  anticipates  conducting  ongoing  operations,  as  well  as 
pursuing  the  initiatives  outlined  below.   A  continuing  strategy  of  applying 
resources  to  technological  upgrades  and  training  of  agency  staff  will  enable 
PBGC  to  further  improve  its  service  to  the  public. 
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Over  the  last  several  years,  by  devising  new  strategies  and  building  on 
successful  past  initiatives,  as  well  as  through  management  improvements  PBGC's 
operations  have  evolved  from  an  environment  of  potential  crisis  to  one 
reflecting  a  more  stable,  progressively  stronger  program.   The  Corporation's 
long-term  deficit  is  down,  underfunding  among  insured  plans  is  reduced,  and 
participants  are  receiving  more  effective  service.   The  Retirement  Protection 
Act  has  bolstered  existing  plans  and  the  overall  outlook  for  PBGC's  program  is 
a  bright  one . 

In  accord  with  the  current  state  of  the  program,  PBGC's  FY  1997  request 
aims  to  provide  the  Corporation  with  the  resources  necessary  to  1)  continue  to 
implement  the  Retirement  Protection  Act;  2)  maintain  the  "early  warning" 
program  that  identifies  threatened  plans  and  protects  pension  interests,-  3) 
collect  $1  billion  in  premiums;  4)  provide  benefit  services  to  some  464,000 
participants  in  2,393  trusteed  pension  plans;  and  5)  improve  automated  systems 
and  internal  controls.   Notable  initiatives  in  FY  1997  include  expansion  of 
the  "early  warning"  program,  implementing  the  "missing  participant"  program 
under  RPA,  improving  the  Customer  Service  Center  with  toll-free  access  for  all 
participants,  streamlining  internal  and  contractor  operations,  and  expanded 
automation,  including  implementation  of  a  wide  area  network  (WAN) . 

Specifically,  the  proposal  will  support: 

"Missing  Participants":   Under  RPA,  PBGC  has  received  responsibility  for 
locating  participants  in  terminating  plans  for  whom  current  plan  sponsors  have 
no  reliable  address.   Using  the  agency's  past  specialized  experience  in  this 
complex  and  problematical  area,  PBGC  will  provide  locating  services  for  which 
it  is  uniquely  capable. 

Early  Warning  System:   In  FY  1995  PBGC's  early  warning  program  won  one 
of  the  first  Harvard  Kennedy  School  of  Business  awards  for  innovation  awarded 
to  a  federal  agency.   Under  this  program  PBGC  reviews  transactions  of  private 
concerns  that  may  worsen  the  funding  of  pension  plans  with  significant 
underfunding.   The  Corporation  then  negotiates  safeguards  for  those  plans  to 
ensure  that  sponsors  will  continue  to  provide  a  responsible  level  of  funding. 
Through  this  approach  the  Corporation  has  changed  its  focus  from  exclusively 
that  of  processing  the  termination  of  underfunded  plans  to  one  of  preventing 
the  underfunding  in  the  first  place.   The  proposal  anticipates  expanding  this 
effort  to  cover  selected  plans  with  more  than  $5  million  in  underfunding, 
lowering  the  threshhold  from  the  previous  level  of  $25  million. 
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Customer  Service  Center:   Having  provided  a  1-800  number  on  a  limited 
trial  basis  beginning  in  FY  1995,  PBGC  will  continue  to  expand  its 
capabilities  to  provide  general  and  specific  information  to  participants  and 
the  public  regarding  all  areas  of  the  Corporation's  operations,  and  utilizing 
the  most  up-to-date  imaging  and  database  technology  as  it  comes  on  line. 

Streamlining  Contractor  Operations:   The  FY  19.97  proposal  supports 
further  consolidation  of  contractor  "field  benefits  administrators"  to 
maximize  the  benefits  of  using  private  sector  resources  and  achieve  economies 
of  scale.   It  also  reflects  a  greater  emphasis  on  competing  contractors  for 
low- level  participant  accounts  maintenance,  or  "ongoing  administration"  that 
provides  services  at  rates  substantially  lower  than  both  in-house  and 
traditional  contractor  costs. 

Expanded  Automation:   PBGC's  FY  1997  proposal  reflects  full 
implementation  of  a  wide  area  network  (WAN),  which  will  have  the  benefit  of 
expanding  use  of  new  image  and  database  systems  for  contract  field  operations 
to  improve  customer  service.   In  addition  to  the  WAN,  PBGC  will  near 
completion  of  a  sophisticated  participant  data  base  and  a  consolidated 
financial  system.   To  a  great  extent,  PBGC's  recent  investments  in  systems 
have  enabled  it  to  meet  its  other  management  goals  and  actually  improve 
operations  during  a  time  when  its  workload  continued  to  increase. 

FY  1996  Estimate 

PBGC's  priorities  for  the  current  fiscal  year  are  tracked  through  five 
Corporate  Goals : 

Maintain  a  proactive  enforcement  effort.   PBGC  currently  monitors 
approximately  350  companies  with  underfunding  in  excess  of  $25  million  each 
and  negotiates  settlements  to  protect  PBGC  and  plan  participants.   Since 
inception  of  its  "early  warning"  program  in  FY  1993,  negotiations  with 
companies  have  resulted  in  $14  billion  in  increased  protection  to  participants 
of  underfunded  plans.   The  savings  amount  to  many  times  the  Corporation's 
total  budget  for  program  operations.   Based  on  its  success,  the  early  warning 
program  is  being  expanded  in  FY  1996  to  cover  selective  plans  with 
underfunding  over  $5  million. 

Provide  responsive  participant  services.   This  year  PBGC's  customer 
service  center  representatives  have  extensive  information  available  through 
their  individual  computer  terminals  to  enable  them  to  answer  most  inquiries 
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within  a  matter  of  minutes.   When  future  enhancements  are  completed  the 
customer  service  center  will  be  responsible  for  virtually  all  general  and 
participant  telephone  calls  to  the  agency.   PBGC  projects  that  the  center  will 
handle  about  8,000  calls  per  month  with  an  average  response  time  of  about  two 
minutes.   In  addition,  the  Corporation  has  established  customer  standards 
based  on  customer  satisfaction  surveys  and  has  scheduled  additional  "townhall" 
meetings  with  workers,  retirees,  and  local  media  to  inform  and  reassure  the 
public  about  pension  protections,  dealing  with  concerns  about  specific  plans 
and  communities.   PBGC  is  also  expanding  its  highly  successful  missing 
participant  program.   Over  the  past  two  years,  this  effort  has  enabled  PBGC  to 
find  addresses  for  about  40,000  previously  unlocatable  workers  and  retirees 
from  terminated  underfunded  plans,  many  of  whom  may  have  been  unaware  they 
were  entitled  to  benefits.   One  of  the  reforms  of  the  Retirement  Protection 
Act  established  PBGC  as  the  agency  responsible  for  locating  workers  who  are 
missing  from  fully  funded  plans  that  terminate.   PBGC  proposed  rules  for  the 
program  in  August,  finalized  the  rules  in  December,  and  set  the  program  in 
motion  in  January  1996. 

Improve  processing  of  participant  benefits.   PBGC  continues  to  place  a 
priority  on  the  provision  of  "Initial  Determination  Letters"  (IDLs)  that 
inform  participants  of  the  exact  amount  of  their  guaranteed  benefit  and  how 
the  calculation  was  made.   Current  goals  call  for  issuing  60,000  IDLs,  as 
compared  to  just  over  25,000  in  FY  1994.   Concurrent  with  this  initiative, 
PBGC  is  stepping  up  its  efforts  to  ensure  timely  resolution  of  participant 
appeals  of  benefit  determinations.   Further  enhancements  to  processing  are 
resulting  from  continued  implementation  of  document  imaging,  automated 
participant  records,  and  a  legal  management  system. 

Strengthen  financial  programs  and  systems.   In  FY  1996  PBGC  will  pursue 
full  implementation  of  a  new  trust  accounting  system,  as  well  as  the  use  of  a 
new  computer  system  for  revolving  fund  operations.   These  systems  will  provide 
the  level  of  sophistication  and  integration  necessary  to  maintain  PBGC's  hard- 
won  accomplishments  in  the  area  of  improving  its  financial  statements,  which 
include  the  receipt  of  three  "clean  opinions"  from  outside  audits  in  the  last 
three  years. 

Improve  internal  management  support  operations.   For  FY  1996  PBGC  will 
continue  to  implement  upgraded  employee  training;  streamlined  administrative 
operations;  and  improved  service  delivery  through  the  utilization  of  automated 
forms  and  process  re-engineering.   The  Corporation  is  implementing  its  new 
Collective  Bargaining  Agreement  which  has  resulted  in  streamlined  performance 
standards  and  a  revised  performance  awards  system  that  allows  for  more 
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flexible  and  timely  awards.   PBGC  is  also  emphasizing  better  management 
through  strengthened  corporate-wide  automated  systems. 

FY  199S  Actual 

In  FY  1995,  PBGC  managed  accomplishments  in  each  of  the  areas  discussed 
above,  and  completed  significant  efforts  begun  in  previous  years. 

PBGC  followed  on  the  passage  of  RPA  by  drafting  necessary  regulations  to 
reduce  under funding,  enhance  enforcement,  and  provide  workers  with  more 
information,  while  minimizing  administrative  burdens  on  private  companies. 

The  Corporation's  early  warning  program  continued  its  focus  on 
monitoring  companies  with  underfunded  pensions  and  ensuring  that  employers 
consider  benefit  commitments  in  their  corporate  transactions. 

Participant  services  efforts  resulted  in  the  initiation  of  1-800 
telephone  service  for  headquarters  operations,  expansion  of  participant 
outreach  operations  (including  public  service  announcements  and  informational 
pamphlets  distributed  through  supermarkets)  to  a  multi-state  region,  issuance 
of  Customer  Service  Standards,  and  the  conduct  of  PBGC's  first  customer 
satisfaction  survey. 

Special  projects  contributed  to  the  completion  of  over  65,000  initial 
determination  letters.   Other  efforts  in  service  improvement  supported  the 
actual  implementation  of  a  new  team  structure,  including  reconfiguration  of 
systems  to  support  the  teams,  as  well  as  the  necessary  initial  training  and 
orientation. 

PBGC's  financial  condition  was  audited  by  its  Inspector  General  for  FY 
1995.   The  Corporation  received  its  third  consecutive  unqualified  audit 
opinion  on  its  financial  statements.   In  addition,  based  in  part  on  FY  1995 
improvements,  both  the  General  Accounting  Office  and  the  Office  of  Management 
and  Budget  have  removed  PBGC  from  their  high-risk  lists. 

The  Corporation  also  continued  efforts  to  improve  automated  information 
systems.   In  addition  to  completing  a  new  premium  accounting  system,  PBGC 
began  using  a  new  case  administration  system  for  tracking  and  managing  its 
termination  caseload.   The  quality  of  this  case  administration  system,  which 
has  been  in  operation  only  since  early  1995,  has  already  been  recognized  with 
a  Federal  Technology  Leadership  Award.   Work  also  continued  on  integrating 
various  information  systems  and  improving  management  controls  over  data. 
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Pension  Benefit  Guaranty  Corporation 
MAJOR  WORKLOAD  INDICATORS 


Workload/ Program 
Measures 


Standard  Plan  Terminations 

Beginning  inventory 

Cases  received 

Cases  completed 

Cases  returned  or  disallowed 

Ending   inventory 

Inventory  of  Trusteed  Plans 

Plans  trusteed.  Beginning  of  Year  (BOY) 

Plans  trusteed  during  the  year 

Plans  trusteed.  End  of  Year  (EOY) 

Trusteeship/Potential  Trusteeship 
Processing  (Including  Reportable 
Events) 

Cases  in  process,  BOY 
Case  filings  received 
Case  filings  processed 
Cases  pending,  EOY 

Participants  Administered 

Participants,  BOY   (previous  terminations) 

Net  increase  in  participants  during  the 

year   (new  terminations) : 

Participants,  EOY 

Early  Warning  Program  (Monitoring  and 

Negotiations) 

Active 

Transactions  under  review 

High  level  monitoring 

Low  level  monitoring 

Total  cases  monitored 

Litigation  Cases 

BOY  inventory 
Cases  received 
Cases  processed 
EOY  inventory 

Uncontested  Bankruptcy  Cases 

Beginning  inventory 
Cases  received 
Cases  processed 
Ending  inventory 


FY  1995 

FY 

1996 

FY 

1997 

Actual 

Estimated 

Estimated 

2,699 

2,889 

2,889 

3,870 

4,000 

4,000 

-1,870 

-2,000 

-2,000 

-1,810 

-2,000 

-2,000 

1,8S4 
139 


1,  993 


993 
200 


2,  193 


2.889 


2,193 
200 


2,393 


778 

655 

525 

302 

300 

300 

-425 

-430 

-300 

655 

525 

525 

372,200 

392,000 

428,000 

19,800 

36,000 

36,000 

392,000 

428,000 

464t000 

19 

23 

23 

19 

14 

15 

92 

110 

115 

343 

350 

355 

473 

497 

508  1/ 

121 

87 

94 

52 

55 

55 

-86 

-48 

-50 

87 

94 

99 

638 

705 

770 

223 

215 

200 

-156 

-150 

-200 

705 

770 

770 

1/Excludes  cases  in  FY  1997  to  be  handled  by  Insurance 
Operations  Department. 
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CHANGES  FOR  FY  1997 
<$  in  Thousands) 
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Activity  Changes 

Built-in: 

Annualized  January  1996 
pay  increase 

Federal  pay  rai3e 
effective  January  1997 

Annualized  cost  of  New 
positions  added  in  FY  96 

Personnel  Benefits 

Travel 

Space  Rent 

Communications 

Printing 

Consulting  Services 

Other  Services 

Services  By  Other  Gov't 
Agencies 

Supplies 

Equipment 

TOTAL  BUILT-IN 

Net  Program: 
Direct  FTE 


Administrative 
Expenses 


Services 
Related  to 


X&Lai 


0 

558 

558 

20 

333 

353 

3 

25 

28 

38 

266 

304 

6 

74 

80 

2 

8 

10 

0 

10 

10 

161 

2,088 

2,249 

7 

21 

28 

7 

32 

39 

13 

62 

75 

$355 

$4,  504 

$4,859 

$0 

-$2, 100 

-$2,100 

-1 

1 

0 
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Administrative  Expenses  and  Services  Related  to  Terminations 

Proposal :  To  provide  14  FTE  in  order  to  limit  reliance  on  contractors  currently 
performing  actuarial  valuations  and  other  benefits  administration  services  in 
front-line  organizations. 

Rationale:  The  Corporation  has  analyzed  its  operations  and  identified  several 
areas  in  which  FTE  restrictions  resulted  in  the  hiring  of  contractors  to  perform 
the  ongoing  line  work  of  PBGC  at  greater  cost  and  with  less  overall  efficiency 
than  in-house  staff . 

Program  Effect:  The  increase  in  FTE  will  allow  PBGC  to  continue  efforts  begun 
in  FY  1996  for  cost  savings  and  efficiency  in  operations. 

Base: 

FTE:   731  Estimate:  $147,498,000 

Program  Increase: 

FTE:    14  Estimate:  $875,000 

Proposal:  To  provide  $1,188,000  in  limitation  funding  in  order  to  sustain  premium 
operations  and  collections  at  current  levels. 

Rationale:  The  Corporation  uses  limitation  funds  to  pay  the  in-house  and 
contractor  costs  of  assessing,  tracking,  billing,  and  collecting  premium 
payments,  which  are  expected  to  exceed  $1  billion  in  FY  1997. 

Program  Effect:  Restoration  of  limitation  funding  to  current  levels  would  enable 
the  Corporation  to  maintain  its  new,  state-of-the-art  Premium  Accounting  System 
and  associated  billing  and  collection  functions. 

Base: 

FTE:   731  Estimate:  $147,498,000 

Program  Increase : 

FTE:     0  Estimate:  $1,188,000 
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Proposal:  To  reduce  Services  Related  to  Terminations  activities  for  non- 
personnel  costs  by  a  total  of  $4,129,000  in  FY  1997. 

Rationale:   To  absorb  built-in  increases  greater  than  FY  1997  funding  limits. 

Program  Effect:  Improved  state  of  the  art  systems  and  savings  associated  with 
using  less  costly  in-house  FTE  rather  than  contractors  will  enable  the 
corporation  to  absorb  the  impact  of  built-in  increases  with  no  significant 
negative  impact  on  operations. 


FTE:   731  Estimate:  $147,498,000 

Program  Decrease : 

FTE:     o  Estimate:  -$4,129,000 

Proposal:    To  reduce  Administrative  Expenses  and  the  Services  Related  to 
Terminations  activities  by  a  total  of  $2,100,000  in  FY  1997. 

Rationale:  To  eliminate  $2,100,000  of  non-recurring  costs  used  in  FY  1996  to 
implement  the  Collins  case  settlement. 

Program  Effect:  These  funds  were  needed  on  a  one-time  basis  and  as  such  the 
decrease  will  have  no  impact  on  operations  in  FY  1997  and  beyond. 

Base : 

FTE:   731  Estimate:  $147,498,000 

Program  Decrease : 

FTE:     0  Estimate:  -$2,100,000 

Proposal:  To  reduce  14  FTE  and  $875,000  in  Administrative  Expenses  and  Services 
Related  to  Terminations  activities  in  FY  1997. 

Rationale:  Executive  Branch  agencies  have  been  required  by  P.L.  103-226  (Federal 
Workplace  Restructuring  Act  of  1994)  to  reduce  government  wide  FTE. 

Program  Effect:  PBGC  has  initiated  a  number  of  restructuring  efforts  in  line 
with  the  Administrations' s  National  Performance  Review,  involving  streamlining 
organizational  structures  and  operational  and  administrative  processes.   PBGC 
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believes  that  these  initiatives  will  enable  it  to  absorb  the  proposed  reduction 
in  FTE  without  significant  impact  on  its  basic  mission. 


FTE:   731  Estimate:  $147,498,000 

Program  Decrease : 

FTE:   -14  Estimate:  -$875,000 

Proposal :  To  reduce  the  Administrative  Expenses  and  the  Services  Related  to 
Terminations  activities  by  a  total  of  $478,000  in  FY  1997. 

Rationale:  Executive  Branch  agencies  have  been  required  by  Executive  Order  12837 
to  reduce  administrative  expenses  by  14  percent  over  four  fiscal  years  to  assist 
in  controlling  the  federal  deficit  and  improving  the  administrative  productivity 
of  the  Federal  Government.  The  $478,000  reduction  represents  the  fourth  year  of 
the  four  year  incremental  reduction. 

Program  Effect:  PBGC  management  initiatives  which  focus  on  streamlined 
administrative  processes  and  increased  use  of  improved  computer  systems,  will 
enable  it  to  absorb  proposed  reductions  without  significant  impact  on  its  basic 
mission. 

Base : 

FTE:   731  Estimate  $147,498,000 

Program  Decrease : 

FTE:     0  Estimate  -$478,000 
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BENEFIT    PAYMENTS 
($    in   Thousands) 


1996  1997  Difference 

Conference  Estimate  1996/1997 

FTE  Amount  FTE  Amount  FTE  Amount 

^^  $929,670  --  $945,400  $+lS.73C 


Introduction 

PBGC's  responsibility  for  benefit  payments  begins  immediately  upon  its 
trusteeship  of  a  terminated  plan.   Top  priority  is  given  to  maintaining 
uninterrupted  benefit  payments  to  existing  retirees  and  commencing  payments  to 
new  retirees  without  delay.   As  quickly  as  possible,  PBGC  staff  also  begins 
intensive  efforts  to  obtain  essential  data  and  records  on  each  individual 
participant,  a  difficult  task  frequently  complicated  by  inadequate  plan  and 
employee  records . 

PBGC  pays  estimated  benefits  to  retirees  until  it  has  confirmed  all 
necessary  participant  data  and  valued  plan  assets  and  recoveries  from  the 
plan's  sponsor.   PBGC  then  calculates  the  actual  benefit  payable  to  each 
participant  according  to  the  specific  terms  of  the  participant's  plan, 
statutory  guarantee  levels,  and  the  funds  available  from  plan  assets  and 
employer  recoveries.   These  benefit  calculations  are  an  intricate  process 
since  each  trusteed  plan  is  different  and  must  be  administered  separately. 
The  total  amount  cf  benefits  PBGC  pays  is  the  product  of  the  number  of 
participants  in  pay  status  and  their  level  of  legally  required  benefit 
payments . 

1997  Budget 

In  FY  1997  the  Corporation  anticipates  trusteeing  200  plans,  increasing 
the  inventory  of  trusteed  plans  to  2,393.   Pay  status  participants  will 
increase  from  197,100  to  211,800.   Benefit  payments  will  increase  from 
$929,670,000  to  $a4S , 400 , 000 . 

FY  1996  Estimate 

During  FY  1996,  the  Corporation  projects  that  it  will  trustee  200  plans 
which  will  increase  its  inventory  of  trusteed  plans  to  2,193.   Pay  status 
participants  will  increase  from  182,300  to  197,100.   Benefit  payments  will  go 
from  an  actual  amount  of  $733,907,000  in  FY  1995  to  an  estimated  $929,670,000 
in  FY  1996,  an  increase  of  $195,763,000.   In  addition  to  covering  payments  to 
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participants  in  plans  projected  to  terminate  during  FY  1996,  and  the 
annualized  costs  of  participants  added  to  PBGC's  rolls  during  FY  1995,  the 
increase  includes  over  $95  million  for  participants  affected  by  the  settlement 
of  the  Collins  class  action  lawsuit. 

1995  Actual 

PBGC  trusteed  139  plans  in  FY  1995,  bringing  the  total  number  of 
trusteed  plans  to  1,993.   These  additional  trusteed  plans  caused  the  number  of 
pay  status  participants  to  increase  from  174,200  to  182,300  while  total 
participants  went  from  372,200  to  392,000.   Actual  benefit  payments  of 
$733,907,000  were  made  in  FY  1995. 
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($    in  Thousands) 
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1996 
Conference 

FTE       A-^Oiint 


1997 

Estimate 

FTE 


Difference 
1996/1997 

FTE        Amount 


Introduction 

The  multiemployer  program,  which  covers  8.7  million  participants  in 
about  2,000  insured  plans,  is  funded  and  administered  separately  from  the 
single-employer  program  and  differs  from  the  single-employer  program  in 
several  significant  ways.   The  multiemployer  program  covers  only  collectively 
bargained  plans  involving  more  than  one  unrelated  employer.   In  addition,  the 
event  triggering  PBGC's  guarantee  and  payment  of  benefits  under  the 
multiemployer  program  is  the  inability  of  a  covered  plan  to  pay  benefits  when 
due,  rather  than  plan  termination  as  required  under  the  single-employer 
program.   PBGC  provides  financial  assistance  through  loans  to  insolvent  plans 
to  enable  them  to  pay  guarantee  benefits. 

1997  Budget 

Since  enactment  of  the  reforms  in  1980,  the  multiemployer  program  has 
received  relatively  few  claims  for  financial  assistance.   PBGC  has  provided 
approximately  $28  million  in  total  assistance  over  the  years,  net  of  repaid 
amounts.   PBGC  estimates  that  about  $164  million  will  be  required  to  make  all 
nonrecoverable  future  payments  to  the  8  plans  currently  receiving  assistance 
and  other  plans  expected  to  require  assistance  in  the  near  future.   The 
$6,120,000  projected  to  be  paid  out  during  FY  1997  is  based  on  plans'  actual 
and/or  projected  dates  of  insolvency. 


1996  Estimate 

Based  on  plans'  actual  and/or  projected  dates  of  insolvency,  PBGC 
expects  that  new  loans  in  the  amount  $4,950,000  will  be  made  under  this 
program  during  FY  1996. 
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199S   Actual 

During   FY   1995,    the   PBGC  made   actual    loans   under   this   program  in   the 
amount   of    $4,346,000. 
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Pension  Benefit  Guaranty  Corporation 

ADVISORY  AND  ASSISTANCE  SERVICES 
($  In  Thousands) 

FY  1996 

Type  of  Services 
Consultants 

I .  Personnel  Appointments : 

a.  Consultants  and  Experts  

b .  Advisory  Committee  Members 50 

II.  Non-Personnel  Appointments: 

c.  Consultants  and  Experts  (contract)         280 

d.  Management  and  Professional 

Support  and  Services  

e.  Studies,  analyses  and  evaluations  ... 

f .  Engineering  and  technical  services  .  .  ^_ 

Total S330 


FY  1997 


$330 


JUSTIFICATION  OF  FY  1997  REQUEST 

Activity(s) :   Administrative  Expenses  and  Services  Related  to  Terminations 
($330.000) 

I .     Personnel  Appointments /Advisory  Committee  Members 

The  Advisory  Committee  to  the  PBGC  was  established  by  the  Employee 
Retirement  Income  Security  Act  of  1974,  Section  4002(h).   The  purpose  of 
the  Committee  is  to  advise  the  Corporation  as  to  its  policies  and 
procedures  relating  to:  (a)  the  appointment  of  trustees  in  termination 
proceedings;  (b)  investment  of  monies;  (c)  whether  plans  being 
terminated  should  be  liquidated  immediately  or  continue  in  operation 
under  a  trustee;  and  (d)  such  other  issues  as  the  Corporation  may 
request  from  time  to  time. 


II .    Non-Personal  Appointments /Consultants  and  Experts  (Contract) 

Funds  for  services  in  this  category  are  needed  to  acquire  expert  advice 
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in  unusual  management,  administrative,  and  program  situations  as 
follows:   (1)  analysis  of  domestic  steel,  airlines,  and  automobile 
industries;  (2)  financial  analysis  and  advice  on  business  forecast  and 
company  operating  plans;  (3)  systems  project  management  advice;  (4) 
analysis  of  PBGC  investment  performance;  (5)  advice  on  participant 
outreach  efforts;  and  (6)  legislative,  regulatory,  and  policy  analysis. 


852 


PBGC-33 


Pension  Benefit  Guaranty  Corporation 

DETAIL  OF  FULL-TIME  EQUIVALENT  EMPLOYMENT 

($  in  Thousands) 


FY  1995 
Actual 


FY  1996 
Conference 


FY1997 

Estimate 


Executive  level  1 0 

Executive  level  II 0 

Executive  level  III 0 

Executive  level  IV 0 

Executive  level  V 1_ 

Subtotal ~    1 

Exec  Level  Salary 108 

SL  -  3 5 

SL  -  2 8 

SL  -  1 10 

Subtotal 23 

SL  Salary 2,406 

GS/GM  -  15 74 

GS/GM  -  14 93 

GS/GM  -  13 129 

GS  -  12 117 

GS  -  11 73 

GS  -  10 1 

GS  -  09 35 

GS  -  08 8 

GS  -  07 40 

GS  -  06 32 

GS  -  05 30 

GS  -  04 47 

GS  -  03 9 

GS  -  02 4_ 

Subtotal 692 

GM/GS  Salary $50 

Total  end  of  year 716 

Total,  Full-time  equivalent (FTE)  674 


$52 

782 
731 


108 


5 

5 

8 

8 

11 

11 

24 

24 

2,649 

2,728 

74 

74 

97 

97 

135 

135 

124 

124 

80 

80 

1 

1 

48 

48 

9 

9 

55 

55 

33 

33 

34 

34 

52 

52 

10 

10 

5 

5 

757 

757 

$54 

782 
731 
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EMPLOYMENT  STANDARDS  ADMINISTRATION 

SALARIES  AND  EXPENSES 

Page  No. 

Agency  organization  chart    1 

Appropriation  language   2 

Analysis  of  appropriation  language   3 

Amounts  available  for  obligation   A 

Summary  of  changes   5 

Budget  authority  by  activity   9 

Budget  authority  by  object  class   10 

Significant  items  in  FY  1996  House  and  Senate 

Appropriations  Committees'  reports   11 

Amounts  in  authorizing  legislation   14 

Appropriation  history    17 

Justification: 

Appropriation    18 

General  statement    19 

Activities : 

Enforcement  of  Wage  and  Hour  Standards 21 

Federal  Contractor  EEO  Standards  Enforcement '.  32 

Federal  Programs  for  Workers'  Compensation   39 

Program  Direction  and  Support    52 

Labor-Management  Standards   56 
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Advisory  and  assistance  services   66 

Detail  of  full-time  equivalent  employment    67 
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ESA-2 

EMPLOYMENT  STANDARDS  ADMINISTRATION 
SALARIES  AND  EXPENSES 

For  necessary  expenses   for   the  Employment  Standards  Administration , 
including  reimbursement    to  State,    Federal,    and   local   agencies   and   their 
employees   for   inspection   services   rendered ,    $304 ,856 ,000 ,    together  with 
$1 ,057 ,000  which  may  be   expended  from   the   Special   Fund   in   accordance  with 
sections  39(c),    44(h)(4)   and    (5),    and  44(j)    of   the  Longshore  and  Harbor 
Workers'    Compensation  Act:      Provided ,    That    the  Secretary  of  Labor  is 
authorized   to  accept,    retain,    and  spend,    until    expended,    in    the  name  of   the 
Department   of  Labor,    all   sums   of  money  ordered   to   be  paid   to   the  Secretary  of 
Labor,    in   accordance  with    the    terms   of   the   Consent  Judgment   in   Civil   Action 
No.    91-0027  of   the  United  States  District  Court   of   the  District   of  Northern 
Hariana   Islands    (Hay  21,    1992):    Provided  further.    That    the  Secretary  of  Labor 
is  authorized   to   establish   and,    in   accordance  with   31   U.S.C.    3302,    collect  and 
deposit   in    the  Treasury  fees   for  processing  applications  and   issuing 
certificates   under  sections   11(d)    and   14  of   the  Fair  Labor  Standards  Act   of 
1938,    as   amended,    and  for  processing  applications   and   issuing  registrations 
under  Title   I   of   the  Migrant  and  Seasonal   Agricultural   Worker  Protection  Act. 
(5   U.S.C.    7101,    8101-50,    8171(a)(2);    8   U.S.C.    1101(a),    1184(c),    1324;    15 
U.S.C.    1671-77;    20   U.S.C.    951-63;    29   U.S.C.    31-42,    201-19,    251-62,    401    et 
seq.,    553,    555,    793,    1801    et   seq.,    2001    et   seq . ,    30  U.S.C.    934,    934a;    33 
U.S.C.    901-50;    38   U.S.C.    2012;    40  U.S.C.    267a,    267c;    41   U.S.C.    35-45,    328-33, 
351-57;    42   U.S.C.    1651-54,    1701-17,    200Ce  nt . ;    43   U.S.C.    1333(c);    title  36   of 
the  District   of  Columbia   Code;    59   stat.    1263;    64   Stat.    1268;   Executive  Order 
11136   of  January  3,    1964.) 
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ANALYSIS  OF  APPROPRIATION  LANGUAGE 


ESA-3 


"...,  44(h)(4)   and    (5) 


This  language  provides  authority  for 
the  transfer  of  resources  from  the 
Longshore  and  Harbor  Workers' 
Compensation  Act  special  fund  to 
defray  expenses  incurred  by  the 
Department  of  Labor  in  conducting 
inspections  and/or  audits  as 
provided  in  subsection  (d)  of  the 
Act  and  to  defray  expenses  incurred 
by  the  Department  in  direct 
administration  of  the  fund. 


"Provided,  That  the  Secretary 
of  Labor  is  authorized  to 
accept,  retain,  and  spend, 
until  expended  . . .  all  sums  of 
money  ordered  to  be  paid  to 
the  Secretary  of  Labor,  in 
accordance  with  the  terms  of 
the  Consent  Judgment  in  Civil 
Action  No.  91-0027  of  the 
United  States  District  Court 
of  the  District  of  Northern 
Mariana  Islands  ..." 


"...  Provided  further,    That 
the  Secretary  of  Labor  is 
authorized  to  establish  and, 
in  accordance  with  31 
U.S.C.  3302,  collect  and 
deposit  in  the  Treasury  fees 
for  processing  applications 
and  issuing  certificates  under 
section  11(d)  and  214  of  the 
Fair  Labor  Standards  Act  . . . 
and  for  processing 
applications  and  issuing 
registrations  under  Title  I  of 
the  Migrant  and  Seasonal 
Agricultural  Worker  Protection 
Act  (MSPA)  ..." 


This  language  provides  authority  for 
the  Department  to  accept,  retain, 
and  spend  all  back  wages  owed  to 
unlocated  workers  in  the  Northern 
Mariana  court  case.   Under  the 
Consent  Judgment,  the  Secretary  of 
Labor  is  granted  $120,000  from  the 
Defendant  as  reasonable  costs,  fees 
and  other  expenses  for  the  payment 
by  the  Department  to  a  third  party 
for  the  distribution  of  back  wages 
owed  to  employees  illegally  employed 
by  the  defendant  in  this  case.   The 
decision  also  provides  that  if  these 
sums  are  not  sufficient  for 
distribution  of  the  back  wages,  the 
required  sums  will  be  made  available 
from  the  $4.5  million  in  damages 
provided  by  the  Consent  Judgment. 

This  language  provides  authority  for 
the  assessment  of  fees  to  cover  the 
costs  of  certain  services  which  are 
necessitated  by  law  and,  generally, 
without  which  the  user  would  not  be 
allowed  to  conduct  certain 
employment  practices.   This 
authority  will  enable  the  Employment 
Standards  Administration  to  assess, 
and  collect  fees  to  defray  the  cost 
for  processing  applications  for 
homeworker  and  special  minimum  wage 
certificates  as  well  as  applications 
for  registration  under  MSPA.   The 
funds  collected  will  be  deposited  in 
the  miscellaneous  receipts  account 
of  the  Treasury. 
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AMOUNTS  AVATIABLE  FOR  OBLIGATION 
($  in  thousands) 

FY  1995  Comparable  »       FY  1996  2      FY  1997   z 

FTE         Amount    FTE     Amount    FTE     Amount 

Appropriation  3,380     $248,667   3.533    265.637   3.738   $304,856 

FY  1995 

Rescission  P.L.  104-19    ---         -592 

Cash  awards 

reduction  pursuant 

to   P.L.    103-333    .     .     .  ---  — --221     — i^  —     — --^-  — 


A      Appropriation        .     .      3,380  $247,343      3,533  265,637      3.738        $304,856 


Offsetting 

collections  from: 


Reimbursements 

Trust  funds  .  .  . 

FY  1995 

Rescission  P.L. 104-19   ---         -358 


0        2,422      0      2.000      0      2.000 
297       29,225    278     28,357    260     27,128 


Cash  awards 

reduction  pursuant 

to   P.L.    103-333    .     .     .  ---  i£l 


B     Authority"    ■••  3,677  $278,571      3.811  295.994      3,998        $333,984 


Offsetting  collections 
deduction: 

Reimbursements 


-2,422  -  2 . 000  ---  -  2 . 000 


"    "iTJcTZHL      .       3,677  $276,149      3,811  293,994      3,998        $331,984 


Unobligated  balance 
expiring   .... 


-238 


D  Total,  Estimated  

obligations  ....   3.677     $275,911   3.811    293,994   3,998    $331,984 


1  FY  1995  data  for  Labor -Management  Standards  is  included  in  the  budget  for  the 
Office  of  the  American  Workplace. 

2  Data  for  FY  1996  is  included  in  both  the  budgets  for  OAU  and  ESA  Salaries  and 
Expenses    In  FY  1996,  $24,192  is  transferred  from  OAU  to  ESA  for  Labor -Management 
Standards   13(c)  enforcement,  and  related  administrative  functions.   FY  1997  data  for 
the  Office  of  Labor -Management  Standards  is  included  only  in  ESA's  budget. 
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SUMMARY  OF  CHANGES 
($  in  thousands) 
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Budget  Authority:  .  . 

General  Funds  .  . 
Trust  Funds  .  .  . 
Total    

Full-time  Equivalent: 

General  Funds  .  . 
Trust  Funds  .  .  . 
Total    


1996 


$265,637 

28,357 

$293,994 


3,533 
278 


1997 


$304,856 

27.128 

$331, 984 


3.738 

260 

3,998 


Net  Chanpe 

+$39,219 

-1229 

+$37,990 


+205 
+187 


Explanation  of  Change: 
Increases : 
A.   Built-in: 


Trust  Funds   General  Funds      Total 
FTE   Amount    FTE   Amount    FTE   Amount 


Annualization  of  pay 
increase  effective 
in  January  1996  .  .  . 

Cost  of  pay  increase 
effective  in  January 
1997 


+1,227 


+4,790 


Increased  cost  of 
career  ladder 
promotions  in  FY  1997 

Increase  in  Working 
Capital  Fund  costs 

Increased  cost  of 
space  rent   


+  114 


+  18 


+996 


+234 


+1,110 


+252 


Increased  costs  related 
to  ADP   


k385 


Adjustment  to 
base  1995 
operating  levels 


-954 


+2,075 


+1,121 


ESA-6 


Explanation  of   Change: 
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Trust  Funds   General  Funds      Total 

FTE   Amount   FTE   Amount   HE   Amount 


Increased  costs  of 

other  non-personnel 

compensation   ....  —      +35   —     +553 


Subtotal ---      "22    ---   +10.540    ---   +10,518 

B.   Program: 

To  provide  an  increase  in 

Wage  and  Hour  for 

immigration  related 

enforcement  activities  0        0  +200  +15.158  +200  +15.158 

(1996  Base.   FTE  1.289 
Budget  Authority:   3102.035) 

To  provide  an  increase  in 

Uage  and  Hour  for 

Davis-Bacon  related 

initiatives 0        0     0+3.750     0+3.750 

(1996  Base:   FTE  1.289 
Budget  Authority:   $102.035) 

To  provide  for  an 

Affirmative  Action 

Initiative  in  OFCCP  .  0       0     0   +7,250     0   +7,250 

(1996  Base:   FTE  788 
Budget  Authority:   S59.525) 

To  provide  for  an 

expansion  of  the  PRM 

Project  in  FECA  ...  0       0+70   +3,500   +70   +3,500 

(1996  Base:   FTE  941 
Budget  Authority:   S68.408) 

To  provide  for  an 

acturial  study  of  FECA 

beneficiaries  as  part 

of  the  restructuring  of 

the  FECA  Chargeback 

system 0        0     0   +1,000     0   +1.000 

(1996  Base:   FTE  941 
Budget  Authority:   $68.408) 


Explanation  of  Change: 

To  provide  funding  for 
OLMS  to  cover  the 
Department's  share  of 
the  FY  1997  cost  related 
to  the  International 
Brotherhood  of  Teamsters 
election  scheduled  for 
December,  1996   .  .  . 

(1996  Base:   FTE  284 
Budget  Authority:   S25.875) 
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Trust  Funds   General  Funds 
FTE   Amount   HE   Amount 


+3,800 


ESA-7 


Total 


FTE   Amount 


Subtotal 


0  +270  +34,458  +270  +34,458 


Total  Increase 


-22  +270  +44,998  +270  +44,976 


Decreases : 

A.   Built-in: 

To  provide  for  a 
decrease  in  Federal 
Employees'  Workers 
Compensation  costs 


118 


B.   Program: 

To  comply  with  the 
reduction  in  FTE 
required  by 
P.L.  103-226   .  .  . 


•794   -65   -3,158   -83   -3,952 


(1996  Base:   FTE  3.811 
Budget  Authority:   S304.394) 
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Trust  Funds   General  Funds      Total 
FTE   Amount   FTE   Amount    FTE   Amount 
Explanation  of  Change: 

To  provide  for  a 

reduction  in 

administrative  costs 

as  required  by  Executive 

Order  12837 ---     -445   ---    -2,471   ---    -2.916 

(1996  Base:   FTE  3.811 
Budget  Authority:   S304.394) 


Subtotal   -18   -1,239   -65   -5.629    -83   -6,868 

Total  Decrease   -18    -1,207    -65    -5,779    -83    -6,986 


Total  Change   -18    -1,229   +205   +39,219   +187   +37,990 
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SIGNIFICANT  ITEMS  IN  FY  1996 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES  REPORTS 


Items 


Action  Taken  or  Co  be  Taken 


1996  House  Report  (No.  104-209) 

The  Committee  has  been  advised  and 
is  concerned  that  the  Fair  Labor 
Standards  Act  (FLSA)  is  not  being 
enforced  fairly  and  uniformly  with 
respect  to  cable  television 
installation  companies  in  the  New 
York/New  Jersey  area.   The  Secretary 
is  instructed  to  allocate  sufficient 
resources  to  ensure  fair  and  uniform 
enforcement  of  the  FLSA  with  respect 
to  the  cable  television  installation 
industry  in  this  region. 


The  Department  of  Labor  (DOL)  will 
be  mailing  information  to  all  cable 
firms  in  the  area  to  explain  the 
application  of  the  FLSA  to  their 
industry.   The  firms  will  be: 
advised  of  the  potential 
consequences  of  failure  to  comply 
with  the  FLSA;  encouraged  to  review 
their  operations  to  determine,  with 
DOL  assistance,  the  application  of 
the  FLSA  to  their  employees;  and, 
encouraged  to  take  whatever  steps 
are  necessary  to  ensure  that 
employees  are  paid  in  compliance 
with  the  FLSA. 


1996  Senate  Report  (No.  104-145) 

The  Committee  has  provided  no 
funding  for  the  Office  of  Che 
American  Workplace  for  1996.   The 
Office  of  Labor -Management  Standards 
is  funded  in  the  "Employment 
Standards  Administration  salaries 
and  expense"  account.   The  Secretary 
may  exercise  his  discretion  in 
placing  this  Office  in  whatever 
Department  of  Labor  organization  he 
feels  is  most  appropriate.   The 
Committee  has  eliminated  the  Office 
of  the  American  Workplace. 

The  Committee  has  been  advised  and 
is  concerned  by  reports  that  Che 
Fair  Labor  Standards  Act  (FLSA)  is 
not  being  enforced  fairly  and 
uniformly  as  to  cable  television 
installation  companies  in  the  New 
York/New  Jersey  area.   The  Secretary 
is  instructed  to  allocate  sufficient 
resources  to  ensure  fair  and  uniform 
enforcement  of  the  FLSA  with  respect 


The  Secretary  of  Labor  has  placed 
the  Labor-Management  Standards, 
13(c)  enforcement,  and  related 
administrative  functions  in  the 
Employment  Standards  Administration. 


The  Department  of  Labor  (DOL)  will 
be  mailing  information  to  all  cable 
firms  in  the  area  to  explain  the 
application  of  the  FLSA  to  their 
industry.   The  firms  will  be: 
advised  of  the  potential 
consequences  of  failure  to  comply 
with  the  FLSA;  encouraged  to  review 
their  operations  to  determine,  with 
DOL  assistance,  the  application  of 


ESA-12 


865 


1996  Senate  Report  (No.  104-145) 
Cont'd 


Action  Taken  or  to  be  Taken 


to  the  cable  television  installation 
industry  in  that  region. 


the  FLSA  to  their  employees;  and, 
encouraged  to  take  whatever  steps 
are  necessary  to  ensure  that 
employees  are  paid  in  compliance 
with  the  FLSA. 


The  Committee  strongly  urges  the 
Secretary  to  suspend  enforcement 
under  Hazardous  Occupations  Order 
No.  2  (HO  2)  with  respect  to 
incidental  and  occasional  driving  by 
minors  under  age  18,  unless  the 
Secretary  finds  that  the  operation 
of  the  motor  vehicle  is  the  primary 
duty  of  the  minor's  employment, 
until  a  revised  order  is  issued. 


Currently  DOL  is  reviewing  not  only 
HO  2  but  the  child  labor  regulations 
generally.   Any  decisions  made  about 
this  HO  should  be  determined  after  a 
full  evaluation  of  the  materials 
that  the  Wage  and  Hour  Division  is 
reviewing.   Requiring  DOL  to  suspend 
enforcement  of  HO  2  unless  driving 
is  the  primary  duty  of  the  minor's 
employment  would  be  premature. 
Motor  vehicle  crashes  were  the 
leading  cause  of  occupational  deaths 
of  teenage  workers  in  the  U.S. 
during  the  1980s  and  remain  so  in 
the  1990s.   In  1993,  teenagers 
represented  only  10%  of  our 
population  but  experienced  13%  of 
all  motor  vehicle  deaths,  accounting 
for  25%  of  the  deaths  of  this  age 
group.   A  third  of  the  crashes 
involving  young  drivers  occurred 
while  they  were  working.   Insurance 
data  indicate  young  drivers  tend  to 
speed  and  make  serious  driving 
errors  because  of  immaturity  and 
lack  of  experience  behind  the  wheel. 


The  Committee  strongly  urges  the 
Secretary  to  suspend  enforcement 
under  Hazardous  Occupations  Order 
No.  12  (HO  12)  with  respect  to  the 
placement  or  loading  of  materials  by 
persons  under  18  years  of  age  into  a 
cardboard  baler  that  is  in 
compliance  with  the  American 
National  Standards  Institute  safety 
standard  ANSI  Z245 . 5  1990,  and  a  . 
compactor  that  is  in  compliance  with 
the  American  National  Standards 
Institute  safety  standard  ANSI 
Z245.2  1992,  until  a  revised  order 
is  issued.   These  stipulations  are 
in  lieu  of  House  bill  language 


Currently  DOL  is  reviewing  not  only 
HO  12  but  the  child  labor  regula- 
tions generally.   Any  decisions  made 
about  this  HO  should  be  determined 
after  a  full  evaluation  of  the 
materials  that  the  Wage  and  Hour 
Division  is  reviewing.   While  the 
loading  of  cardboard  boxes  into  a 
baler  may  appear  to  be  innocuous, 
there  is  a  real  danger  from  the 
common  extension  of  that  activity 
when  a  minor  finds  the  machine  full 
or  jammed.   Adult  workers  are 
expected  to  clear  the  machine  and 
minors  will  certainly  emulate  their 
adult  co-workers,  resulting  in 
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1996  Senate  Report  (No.  104-145) 
Cont'd 

(sees.  107-108),  which  are 
legislative  provisions  that  should 
be  addressed  by  the  authorizing 
committee . 


Action  Taken  or  to  be  Taken 


contact  with  the  dangerous 
machinery.   Even  with  the  current 
prohibitions  on  the  loading  of 
balers,  minors  are  still  being 
injured.   It  is  also  important  to 
note  that  the  National  Institute  for 
Occupational  Safety  and  Health 
(NIOSH)  has  found  that  ANSI 
standards  are  insufficient  to 
protect  minors  and  recommends 
additional  safety  criteria. 


1996  Senate  Report  (No.  104-236) 
No  specific  action  recommended. 


1996  Conference  Report  (No.  104-537) 
No  specific  action  recommended. 
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AMOUNTS  IN  AUTHORIZING  LEGISLATION 
($  in  thousands) 

Budget  Request 
Legislation  FY  1996       FY  1997 

Authorizing  legislation  containing 
indefinite  authority 

Fair  Labor  Standards  Act  of  1938, 
approved  June  25,  1938, 
P.L.  75-718,  as  amended,  29  U.S.C. 
201-219 

Walsh-Healey  Public  Contracts  Act, 
approved  June  30,  1936, 
P.L.  74-846,  as  amended,  41  U.S.C. 
35-45 

Consumer  Credit  Protection  Act 
(Title  III  -  Restriction  on 
Garnishment),  approved  May  29,  1968, 
P.L.  90-321,  15  U.S.C.  1671-1677 

Contract  Work  Hours  and  Safety 

Standards  Act,  approved  August  13, 
1962,  P.L.'  87-581,  as  amended, 
40  U.S.C.  327-330 

Service  Contract  Act,  approved 
October  22,  1965,  P.L.  89-286, 
as  amended,  41  U.S.C.  351-357 

Davis -Bacon  Act,  approved  March  3, 
1931,  P.L.  74-403,  as  amended  and 
related  acts,  40  U.S.C.  276(a) -276(a-7) , 
276(c),  327-332;  5  U.S.C.  Appendix; 
5  U.S.C.  301 

Migrant  and  Seasonal  Agricultural 
Worker  Protection  Act,  approved 
January  14,  1983,  P.L.  97-470, 
29  U.S.C.  1801-1872 

Immigration  and  Nationality  Act,  as 
amended  by  the  Immigration  Reform  and 
Control  Act  of  1986,  P.L.  99-603, 
8  U.S.C.  1324,  8  U.S.C.  1101(a) ,' 1184(c) , 
1824,  29  U.S.C.  1802,  1813(a) 

Employee  Polygraph  Protection  Act  of 
1988,  June  27,  1988,  P.L.  100-347, 
29  U.S.C.  2001  et  sea. 
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Legislation 


Immigration  Nursing  Relief  Act  of 

1989,  December  18,  1989,  P.L.  101-238, 
8  U.S.C.  1101,  et  seq. 

Immigration  Act  of  1990,  November  29,  1990, 
PL.  101-649,  8  U.S.C.  1101,  et  seq. 

Family  and  Medical  Leave  Act  of  1993, 
P.L.  103-3,  Stat  6 


Total 


Rehabilitation  Act  of  1973,  (Section 
503)  September  26,  1973,  P.L.  93-112 
as  amended,  29  U.S.C.  793 


104,805       S123.796 


Vietnam  Era  Veterans'  Readjustment 
Assistance  Act  of  1974, 
(38  US.C.  2012)  December  3,  1974, 
P.L.  93-508  as  amended,  38  U.S.C. 

2012 

Executive  Order  11246,  issued 

September  24,  1965,  as  amended  by 
Executive  Order  11375 

Immigration  and  Nationality  Act,  as 

amended  by  the  Immigration  Reform  and 
Control  Act  of  1986,  P.  L.  99-603, 
8  U.S.C.  1324 


Americans  With  Disabilities  Act, 
approved  July  26,  1990,  42  U.S.C. 
12101  et  sea 
Total      


59,466         68,268 


Federal  Employees'  Compensation  Act 
approved  September  7,  1916,  5  U.S.C. 
8101,  et  sea   

Longshore  and  Harbor  Workers' 

Compensation  Act,  approved  March  4, 
1927,  P.L.  69-803,  as  amended  in  1972 
by  P.L.  92-576,  as  amended 
September  28,  1984  by  P.L.  98-426, 
33  U.S.C.  901,  et  sea 


68,660         74,962 


9.521 


9,803 
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Federal  Coal  Mine  Health  and  Safety 
Act  of  1969,  (now  called  Federal 
Mine  Safety  and  Health  Act  of  1977), 
Title  IV,  Black  Lung  Benefits  Act, 
approved  December  30,  1969  P.L.  91-173, 
Black  Lung  Benefits  Revenue  Act  of  1977, 
P.L.  95-227,  as  amended  in  1981  by 
PL.  97-119,  30  U.S.C.  901,  et  seq . 


27,350 


26,071 


Labor-Management  Reporting  and  Disclosure 
Act  of  1959,  as  amended  (P.L.  86-257),  29 
U.S.C.  401  et  seq  


Civil  Service  Reform  Act  of  1978, 
95-454),  5  U.S.C.  7101 


(P.L. 


Urban  Mass  Transportation  Act  of  1964 
as  amended  (P.L.  88-365), 
(P.L.  102-240)  1601  et  seq. 

Rail  Passenger  Service  Act  of  1970  as 
amended  (P.L.  91-518),  45  U.S.C.  501 
et  seq. 

Airline  Deregulation  Act  of  1978, 

(P.L.  95-504),  49  U.S.C.  1301  et  seq. 


An  Act  to  create  a  Department  of  Labor 
(P.L.  62-426),  37  Stat.  736;  5  U.S.C. 
611  
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APPROPRIATION  HISTORY 


($ 

in  thousands) 

Budget 

Estimates  to 

Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

FTE 

1987* 

193,591 

194,591 

193,591 

194,650 

i/ 

3,955 

1988* 

220,123 

217,573 

214,540 

208,176 

4,107 

1989* 

215,015 

215,015 

215,015 

212,435 

ll 

4,192 

1990* 

219,341 

219,341 

219,341 

217.333 

3/ 

3,992 

1991* 

222,323 

223,404 

223,404 

216,142 

i' 

3,742 

1992* 

233,661 

233,661 

232,361 

227.688 

5/ 

3,689 

1993* 

243,551 

233.331 

236,975 

233,445 

£' 

3,613 

1994* 

234,898 

238,165 

238.165 

238,165 

3,533 

1995* 

257,267 

243,919 

249,726 

248,992 

7/8/ 

3,544 

1996* 

308,145 

247,945 

260,168 

266,644 

V 

3,811 

1997* 

305,913 

3,998 

*  Includes  reimbursement  from  the  Special  Fund  established  by  the  Longshore 
and  Harbor  Workers'  Compensation  Act  ($  in  000):    $441  in  Fiscal  Year 
1987,  $467  in  Fiscal  Year  1988,  $520  in  Fiscal  Year  1989,  $1,011  in  Fiscal 
Year  1990,  $992  in  Fiscal  Year  1991.  $1,009  in  Fiscal  Year  1992,  $991  in 
Fiscal  Year  1993,  $989  in  Fiscal  Year  1994,  $1,057  in  Fiscal  Year  1995, 
$1,007  in  Fiscal  Year  1996,  and  $1,057  in  FY  1997. 


Initial  FY  1987  appropriation;  $3,159,000  transferred  to  other  accounts. 

Reflects  $2,580,000  across-the-board  reduction  pursuant  to  P. L. 100-436. 

Reflects  a  reduction  of  $2,000,000  pursuant  to  P.L.  101-166,  and  a 

reduction  of  $8,000  in  the  Special  Fund  Activity  pursuant  to  PL.  99-177. 

Reflects  a  reduction  of  $7,259,000  pursuant  to  P.L.  101-517  and  a 

reduction  of  $3,000  pursuant  to  P.L.  99-177. 

Reflects  a  reduction  of  $4,673,000  pursuant  to  P.L.  101-170. 

Reflects  $1,883,000  across-the-board  reduction;  and  a  reduction  of  $3,000 

in  consultants  pursuant  to  P.L.  102-394. 

Reflects  a  reduction  of  $1,247,000  pursuant  to  Executive  Order  12837;  and 

a  reduction  of  $1,473,000  pursuant  to  Executive  Order  12839. 

Reflects  a  reduction  of  $734,000  for  awards  and  a  reduction  of  $436,000 

for  procurement  pursuant  to  P.L.  103-333.   Reflects  a  reduction  of 

$592,000  per  P.L.  104-19. 

FY  1996  Conference  Action.   All  FY  1996  levels  incorporate  Office  of  Labor 

Management  Standards,  including  284  FTE  and  $24,192  for  the  Conference 

Action  funding  level. 

Includes  $29,084,000  and  276  FTE  for  OLMS . 
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ESA-19 
General  Statement 

This  appropriation  provides  for  salaries  and  expenses  for  the  administration 
and  enforcement  of  a  variety  of  laws  setting  minimum  standards  and  conditions  of 
employment  which  must  be  met  by  covered  employers,  providing  workers' 
compensation  benefits  and  services  to  certain  workers,  and  establishing  standards 
for  labor  union  democracy  and  financial  integrity  by  labor  unions  and  others. 
These  standards  serve  to  protect  wages  and  working  conditions,  primafily  for  low- 
wage  workers  and  the  working-poor,  which  collectively  cover  virtually  all  private 
and  State  and  local  government  employment;  ensure  that  workers  are  hired, 
promoted,  and  compensated  in  a  nondiscriminatory  manner  by  Federal  contractors; 
mitigate,  through  the  provision  of  cash  benefits,  medical  treatment,  vocational 
rehabilitation,  and  other  benefits,  the  financial  burden  placed  on  covered 
workers,  or  their  dependents  or  survivors,  by  work  related  injury,  disease,  or 
death;  and  ensure  union  democracy  and  financial  integrity  by  correcting  and 
eliminating  criminal  and  civil  violations  of  the  Labor -Management  Reporting  and 
Disclosure  Act  of  1959  and  related  laws  and  assisting  unions  in  achieving 
statutory  compliance. 

In  FY  1997,  the  Employment  Standards  Administration  (ESA)  will  continue 
streamlining  while  supporting  efforts  to  preserve  and  enhance  the  integrity  and 
effectiveness  of  its  programs  by  providing  firm,  impartial,  and  professional 
enforcement  in  Wage  and  Hour  (WH) ,  the  Office  of  Federal  Contract  Compliance 
Programs  (OFCCP) ,  and  the  Office  of  Labor  Management  Standards  (OLMS) ,  and  to 
provide  timely,  high  quality  services  to  the  public  in  all  of  the  Office  of 
Workers'  Compensation  Programs  (OWCP)  as  well  as  these  other  programs  of  the 
Employment  Standards  Administration.  ESA  will  continue  efforts  to  reduce  levels 
of  management,  establish  a  better  alignment  of  staff,  and  increase  the 
proficiency  and  productivity  of  staff  within  available  resources.  No  additional 
resources  are  requested  to  further  these  streamlining  efforts. 

ESA  is  requesting  additional  resources  specifically  for  new  immigration  and 
Davis-Bacon  reform  initiatives  in  the  Wage  and  Hour  Division.  Included  in  this 
request  is  funding  for  an  additional  200  FTE  for  Wage  and  Hour  that  would  be 
deployed  in  areas  and  industries  where  employment  of  unauthorized  workers 
(illegal  immigrants)  is  most  prevalent.  Wage  and  Hour  is  also  requesting 
additional  resources  for  the  Davis-Bacon  initiative  to  examine,  develop  and 
implement  alternative  methodologies  to  determine  prevailing  wages  and  to  improve 
the  accuracy,  geographic  scope,  participation  level,  and  timeliness  of  prevailing 
wage  determinations. 

Additional  resources  requested  for  an  Affirmative  Action  Initiative  by  the 
Office  of  Federal  Contract  Compliance  Programs  will  be  used  to  initiate  OFCCP ' s 
Fair  Enforcement  Strategy  and  implement  a  comprehensive  technical  assistance 
strategy  designed  to  promote  compliance  with  Executive  Order  11246. 

The  Office  of  Workers'  Compensation  Programs  is  requesting  70  additional 
term  FTE  and  related  funding  to  expand  the  Periodic  Roll  Management  (PRM)  Project 
in  the  Federal  Employees'  Compensation  (FEC)  Program.  The  current  project  has 
already  resulted  in  significant  savings  to  the  FEC  Special  Benefits  Fund  well  in 
excess  of  the  cost  of  funding  the  project.  Expansion  of  the  PRM  Project  was 
recommended  by  the  National  Performance  Review. 
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The  Office  of  Labor -Management  Standards,  13(c)  enforcement  and  related 
administrative  functions  were  transferred  from  the  Office  of  the  American 
Workplace  to  the  Employment  Standards  Administration  during  FY  1996.  Included 
in  this  budget  are  additional  resources  to  finance  the  Department  of  Labor's 
share  of  the  total  cost  related  to  the  Justice  Department's  supervision  of  the 
International  Brotherhood  of  Teamsters  (IBT)  election  scheduled  for  December 
1996. 
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ENFORCEMENT  OF  WAGE  AND  HOUR  STANDARDS 
($  in  thousands) 

1996  1997  Difference 

Conference  Estimate  1996/1997 

FTE     Amount      FTE      Amount     FTE    Amount 

1,289   $100,196    1,462    $118,704     173  +$18,508 
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Introduction 

The  Wage  and  Hour  Division  is  responsible  for  administering  and  enforcing 
a  variety  of  laws  which  establish  standards  for  wages  and  working  conditions 
and  which  collectively  cover  virtually  all  private  and  State  and  local 
government  employment.   The  primary  purpose  of  many  of  these  laws  is  to 
protect  low-wage  workers  and  the  working  poor. 

The  Division  is  comprised  of  a  nationwide  staff  of  investigators, 
supervisors,  technical  and  clerical  employees  responsible  for  enforcing  the 
Fair  Labor  Standards  Act  (FLSA) ,  several  government  contract  labor  standards 
statutes,  the  Migrant  and  Seasonal  Agricultural  Worker  Protection  Act,  the 
Family  and  Medical  Leave  Act,  and  the  Employee  Polygraph  Protection  Act.   The 
Immigration  and  Nationality  Act  (INA),  as  amended  by  the  Immigration  Reform 
and  Control  Act  (IRCA)  of  1986,  the  Immigration  Nursing  Relief  Act  of  1989, 
the  Immigration  Act  of  1990,  and  the  1991  Miscellaneous  and  Technical 
Immigration  and  Naturalization  Amendments,  also  provide  certain  employment 
standards  and  worker  protections  enforced  by  Wage  and  Hour. 

FLSA  provides  minimum  wage,  overtime,  child  labor,  recordkeeping,  and 
special  minimum  wage  standards.   The  Davis-Bacon  and  related  Acts  (DBRA) ,  the 
Walsh-Healey  Public  Contracts  Act  (PCA) ,  the  McNamara-O'Hara  Service  Contract 
Act  (SCA),  and  the  Contract  Work  Hours  and  Safety  Standards  Act  (CWHSSA) 
provide  prevailing  wage,  fringe  benefit  and  overtime  standards  for  workers 
employed  on  Federally- funded  and  Federally-assisted  contracts  for  construction 
and  the  provision  of  goods  and  services. 

The  Migrant  and  Seasonal  Agricultural  Worker  Protection  Act  (MSPA) 
provides  for  the  registration  of  farm  labor  contractors,  the  proper 
maintenance  of  and  insurance  for  vehicles  used  to  transport  migrant  and 
seasonal  farm  workers,  the  maintenance  of  safe  and  healthful  facilities  to 
house  such  workers,  and  the  prior  disclosure  to  workers  of  specific  employment 
conditions  and  agreements.   The  Employee  Polygraph  Protection  Act  of  1988 
(EPPA)  provides  protection  for  most  private  sector  employees  from  lie  detector 
testing,  either  preemployment  or  during  the  course  of  employment,  with  certain 
limited  exceptions. 

The  Immigration  Reform  and  Control  Act  (IRCA)  amended  the  Immigration  and 
Nationality  Act  (INA),  among  other  changes,  to  authorize  the  Employment 
Standards  Administration's  Wage  and  Hour  Division  and  Office  of  Federal 
Contract  Compliance  Programs  to  review  employers'  compliance  with  employment 
eligibility  verification  requirements.   In  addition  to  this  responsibility, 
the  INA  provides  worker  protections  enforced  by  Wage  and  Hour  for  temporary 
nonimmigrant  agricultural  workers  (the  H-2A  Visa  program).   Under  the  H-2A 
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program,  the  Division  conducts  investigations  of  employers'  compliance  with 
regulatory  and  contractual  obligations  to  nonimmigrant  farm  workers  and 
similarly-employed  U.S.  workers.   The  Immigration  Act  of  1990,  as  amended  by 
the  Miscellaneous  and  Technical  Immigration  and  Naturalization  Amendments  to 
the  INA,  establishes  worker  protections  enforced  by  Wage  and  Hour  applicable 
to  foreign  students  (F-l  Visas),  nonimmigrant  workers  in  "specialty 
occupations"  and  fashion  models  (H-1B  Visas),  and  foreign  crewmembers 
performing  longshore  work  (D  Visas) . 

The  Family  and  Medical  Leave  Act  of  1993  (FMLA)  requires  private 
employers  of  50  or  more  employees  and  all  public  agencies  including  State, 
local  and  federal  employers  to  provide  up  to  12  weeks  of  unpaid,  job-protected 
leave  to  eligible  employees  for  certain  family  and  medical  reasons.   The 
Department  of  Labor  does  not  enforce  FMLA  for  most  federal  and  congressional 
employees;  the  U.S.  Office  of  Personnel  Management  or  the  Congress  have 
jurisdiction  for  these  employees. 

The  major  goal  of  the  Wage  and  Hour  Division  is  to  foster  compliance  by 
employers  with  these  various  labor  standards  through  enforcement  activities, 
including  the  resolution  of  complaints,  and  by  promoting  voluntary  compliance 
through  education  and  outreach.   Targeted  (i.e.,  noncomplaint)  investigations 
are  used  to  promote  compliance  and  deter  and  remedy  violations  in 
predominantly  low-wage  industries  where  serious  violations  are  most  likely  to 
be  found,  or  complaints  are  traditionally  infrequent.   For  example,  relatively 
few  complaints  are  received  alleging  violations  involving  sweatshops,  migrant 
labor,  child  labor,  industrial  homework,  and  sheltered  workshops.   Targeted 
enforcement  initiatives  will  focus  on  industries  where  low-wage  workers, 
including  immigrant  workers,  are  commonly  employed  and  often  exploited,  such 
as  in  day-haul  labor,  garment  manufacturing,  janitorial  services,  guard 
services,  health  care,  laundries,  agriculture,  and  landscaping,  among  others. 
Compliance  assistance  activities  will  help  to  increase  the  level  of  compliance 
where  violations  result  from  ignorance  or  misunderstanding  of  the  law,  with 
particular  emphasis  placed  on  low-wage  industries. 

Civil  money  penalties  (CMPs)  are  assessed  in  the  child  labor,  industrial 
homework,  MSPA,  EPPA,  certain  INA  programs,  and  for  willful  or  repeated 
violations  of  the  FLSA  minimum  wage  or  overtime  pay  requirements;  the  FMLA 
provides  for  CMPs  for  any  employer  who  willfully  neglects  to  post  a  notice 
explaining  rights  and  responsibilities  under  the  Act.   Certain  criminal 
sanctions  are  also  available  and  utilized  to  deter  and  remedy  the  most  serious 
violations.   Under  DBRA  and  SCA,  the  Division  develops  and  issues  prevailing 
wage  rate  and  fringe  benefit  determinations  to  Federal,  State,  and  local 
government  contracting  agencies  for  inclusion  in  contract  documents,  and  the 
government  contracts  statutes  provide  debarment  sanctions  for  certain 
violations . 

In  support  of  overall  Departmental  objectives,  Wage  and  Hour  will 
continue  its  efforts  to  target  worst  violators;  protect  the  most  vulnerable 
populations;  deter  violations  with  significant  penalties;  get  results  more 
swiftly  and  efficiently;  and  provide  effective  compliance  assistance  to  those 
who  need  it. 
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Budget  authority  and  FTE  usage  for  Wage  and  Hour  during  the  last  five 
years  have  been  as  follows: 

Funding  FTE 

1992 $94,418  1,389 

1993 $94,957  1,333 

1994 $97,379  1,293 

1995 $101,071  1,301 

1996 $100,196  1,289 


1997  Budget  Request 

Requested  resources  will  provide  $118,704,000  and  1,462  full-time 
equivalent  (FTE)  staff  years.   Included  in  this  request  are  two  program 
decreases  totalling  $2,239,000  and  27  FTE  ($1,324,000  and  27  FTE  related  to 
streamlining  reductions  required  by  P.L.  103-226  and  $915,000  in 
administrative  reductions  required  by  E.O.  12837).   At  this  level  of  funding, 
Wage  and  Hour  expects  to  be  able  to  finance  966  investigator  FTE.   The  request 
will  facilitate  efforts  to  reengineer  work  processes,  consolidate  additional 
offices,  and  increase  the  ratio  of  front-line  employees  to  managers.   Together 
with  reinvention  and  restructuring,  the  resources  requested  will  enable  Wage 
and  Hour  to  better  respond  to  customers'  needs,  focus  on  emerging  and 
increasingly  serious  workplace  compliance  issues,  and  contribute  more 
substantially  to  a  comprehensive  strategy  to  stem  illegal  immigration. 

Wage  and  Hour  is  requesting  funds  for  specific  initiatives  in  the 
following  two  areas:   (1)  to  significantly  expand  targeted  enforcement  in  low- 
wage  industries  and  geographic  areas  of  the  country  where  illegal  immigrants 
are  commonly  employed  to  attack  the  economic  incentives  for  illegal 
employment,  and  (2)  to  substantially  improve  the  integrity  and  accuracy  of 
prevailing  wage  and  fringe  benefits  determinations  under  the  Davis-Bacon  and 
related  Acts . 

Immigration  Initiative 

The  request  includes  $15,158,000  in  funding  for  200  FTE  (184  investigator 

FTE,  16  FTE  for  support  staff)  for  enforcement  activities  in  areas  and 

industries  where  employment  of  unauthorized  workers  (illegal  immigrants)  is 
most  prevalent. 

Employment  is  the  single  most  important  and  pervasive  incentive  for 
illegal  migration.   For  a  decade,  employers  have  been  responsible  for  the 
decision  to  knowingly  hire  unauthorized  workers.   IRCA  attempted  to  reduce  the 
incentive  of  job  opportunities  for  potential  illegal  immigrants  and  improve 
conditions  for  all  workers  who  compete  in  the  job  market  with  unauthorized 
workers.   The  Administration  is  committed  to  strong  worksite  enforcement  of 
employer  sanctions  and  minimum  labor  standards  to  reduce  the  workplace  magnet 
for  illegal  immigration. 

The  Department  of  Labor  can  make  a  singularly  important  contribution  to 
reducing  incentives  for  illegal  immigration.   Curbing  illegal  migration  and 
enforcing  worker  protection  laws  have  a  direct  connection.   Illegal  immigrants 
are  frequently  subjected  to  subminimum  wages,  dangerous  workplaces,  long 
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hours,  and  other  poor  working  conditions  because  they  are  desperate  for  work 
and  in  a  weak  position  to  obtain  their  rights  as  workers.  'Knowingly  hiring 
illegal  immigrants  both  reveals  and  rewards  an  employer's  willingness  to  break 
the  law,  and  undermines  wages  and  working  conditions  for  authorized  workers. 

Vigorous  targeted  enforcement  of  basic  labor  standards  serves  as  a 
meaningful  deterrent  to  illegal  migration  by  denying  some  of  the  business 
advantage  that  might  be  gained  through  the  employment  of  highly  vulnerable  and 
exploitable  workers  at  substandard  wages  and  working  conditions.   Labor  law 
enforcement  not  only  helps  ensure  fairness  and  minimally  acceptable  employment 
standards  in  the  workplace,  but  also  helps  foster  a  level  competitive  playing 
field  for  employers  who  seek  to  comply  with  the  law. 

In  recognition  of  such  substandard  conditions  and  to  block  the  "low  road" 
to  competitiveness  by  subverting  minimum  labor  standards  and  mistreating 
workers,  Wage  and  Hour  has  developed  a  strategy  that,  among  other  things, 
increases  the  proportion  of  its  compliance  activities  that  are  targeted  to 
low- wage  industries  --  such  as  agriculture,  garment  manufacturing,  janitorial 
services,  restaurants,  the  hotel/motel  industry  --  and  brings  a  wider  variety 
of  enforcement  tools  to  bear  to  promote  higher  levels  of  compliance  and  deter 
violations.   For  example,  Wage  and  Hour  and  the  Immigration  and  Naturalization 
Service  (INS)  have  agreed  to  strengthen  worksite  enforcement  by  developing 
complementary  enforcement  strategies  which  will  provide  for  more  interagency 
cooperation  and  coordination  of  enforcement  efforts  in  specific  industries  and 
geographic  areas.   INS  and  Wage  and  Hour  have  identified  certain  industries 
with  high  levels  of  non-compliance  and  have  agreed  to  focus  coordinated 
enforcement  efforts  in  seven  targeted  deterrence  zones  (TDZ's)  across  the 
country.   Coordinated  enforcement  and,  where  appropriate,  joint  investigations 
will  focus  on  industry  sectors  that  have  been  found  to  be  violating  both 
immigration  and  labor  laws.   In  the  garment  industry,  Wage  and  Hour  will 
continue  to  utilize  hot  goods  injunctions,  develop  monitoring  agreements 
between  manufacturers  and  retailers,  and  undertake  strike  force  enforcement 
efforts  in  particular  areas. 

Low-wage  industries  and  low-skilled  workers  are  not  the  only  source  of 
unauthorized  employment.   INS  research  has  shown  that  nearly  half  of  illegal 
immigrants  are  people  who  enter  the  U.S.  legally  with  nonimmigrant  visas  but 
then  stay  beyond  the  authorized  period  of  admission  and  find  unauthorized 
work.   These  visa  "overstayers"  represent  only  a  small  fraction  of  all 
nonimmigrants,  but  they  comprise  a  substantial  share  of  the  illegal  population 
resident  in  the  U.S. 

DOL  is  committed  to  reducing  the  potential  for  abuse  and  exploitation  of 
workers,  including  those  with  temporary  visas  and  illegal  immigrants,  and 
promoting  job  opportunities  for  U.S.  workers.   For  example,  it  is  concerned 
that  visitors  who  overstay  their  visas  too  frequently  end  up  employed  in 
abusive  situations,  tied  to  a  single  employer  based  on  promises  of  permanent 
residency  through  the  employer's  sponsorship.   The  Administration  is  also 
committed  to  reversing  the  decline  of  enforcement  of  wage  and  hour  laws  that 
has  occurred  in  recent  years.   This  request  for  additional  resources  to  be 
targeted  to  areas  where  illegal  employment  is  most  prevalent  and  has  the 
greatest  adverse  effect  on  U.S.  workers  and  competing  businesses  serves  both 
of  these  important  purposes.   The  targeting  of  significant  additional  labor 
standards  enforcement  efforts  in  those  industries  and  geographic  areas  where 
unauthorized  workers  are  most  prevalent  will  help  to  reduce  economic 
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incentives  for  such  illegal  employment  and  will,  in  turn,  contribute,  to 
reducing  illegal  immigration  as  part  of  a  comprehensive  strategy. 

The  initiative  includes  three  components: 

(1)  A  dramatic  expansion  of  the  Department's  labor  standards  enforcement 
in  selected  low-wage  industries,  especially  garment  sweatshops, 
agriculture,  landscaping,  etc.,  in  targeted  enforcement  zones  in  States 
where  immigrant  workers  concentrate. 

(2)  Expanded  enforcement  of  labor  standards  and  protections  for  U.S. 
workers  under  those  programs  (especially  H-visas)  that  allow  employers  to 
hire  temporary  nonimmigrant  workers  in  order  to  better  address  the 
illegal  immigration  problem  presented  by  visa  overstayers. 

(3)  Expanded  labor  standards  enforcement  in  selected  geographic  areas  and 
cities  surrounding  or  contiguous  with  designated  targeted  enforcement 
zones  to  discourage  illegal  immigrants  from  migrating  to  those  areas  as 
enforcement  is  intensified  in  the  zones. 

The  additional  FTE  requested  will  help  enable  current  staff  in  these 
areas  to  focus  intensely  on  the  targeted  industries  and  geographic  areas. 
This  significant,  concentrated  effort  --  combined  with  the  execution  of  the 
other  elements  of  the  President's  illegal  immigration  control  initiative  -- 
should  have  the  desired  impact  during  the  term  of  this  effort.   However,  it  is 
possible  that  the  strategy,  at  least  in  the  short  term,  may  serve  to  diffuse 
the  illegal  employment  so  the  longer  term  need  to  sustain  and  perhaps  expand 
or  redirect  this  initiative  will  need  to  be  reassessed  as  it  proceeds. 

Davis-Bacon  Initiative 

Additional  resources  totaling  $3,750,000  are  requested  to  develop  and 
implement  improved  methodologies  to  determine  prevailing  wages  and  to  develop 
and  implement  improved  systems  and  procedures  to  obtain  and  adequately  verify 
the  accuracy  of  data  received  during  Davis-Bacon  wage  surveys,  expand  the 
geographic  scope  of  wage  surveys  and  participation  in  the  survey  process,  and 
improve  the  timeliness  of  the  resulting  prevailing  wage  determinations. 

Under  the  Davis-Bacon  Act,  the  Department  of  Labor  is  responsible  for 
determining  the  wages  "prevailing  for  the  corresponding  classes  of  laborers 
and  mechanics  employed  on  projects  of  a  character  similar  to  the  contract  work 
in  the  city,  town,  village,  or  other  civil  subdivision  of  the  State  in  which 
the  work  is  to  be  performed. "   Based  on  this  statutory  requirement,  the  Wage 
and  Hour  Division  currently  surveys  for  four  basic  types  of  construction 
(building,  residential,  heavy,  and  highway)  in  more  than  3,000  U.S.  counties. 
Also,  because  adequate  information  about  the  survey  universe  is  difficult  to 
obtain,  the  Davis-Bacon  survey  process  has  been  a  universe  rather  than  a 
sample' survey.   In  recognition  of  this  fact,  the  regulations  encourage  the 
submission  of  wage  information  from  all  interested  parties,  including  unions 
and  contractor  associations  which  are  not  the  direct  employer  of  the  workers 
in  question. 

The  current  universe  survey  process  is  very  resource  intensive;  because 
of  limited  resources,  only  about  150  surveys  are  completed  each  year.   As  a 
consequence,  the  average  Davis -Bacon  wage  determination  is  based  on  survey 
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data  chat  are  several  years  old.   Also,  the  current  system's  reliance  on 
"third  party"  data  submissions  has  raised  questions  about  the  accuracy  of  some 
of  the  wage  determinations  that  are  issued.   In  order  to  enhance  the  frequency 
and  timeliness  of  Davis -Bacon  surveys,  address  the  potential  weaknesses  of  the 
current  system,  and  strengthen  the  integrity  of  the  process,  additional 
resources  must  be  provided.   However,  this  proposal  does  not  merely  call  for 
adding  resources  to  improve  the  current  system,  but  instead  proposes  to 
evaluate  and,  where  feasible,  develop  and  implement  alternative  reliable 
methodologies  or  procedures  that  will  yield  accurate  and  timely  wage 
determinations  at  a  reasonable  cost. 

Wage  and  Hour  has  been  conducting  preliminary  discussions  with  outside 
parties  to  explore  the  feasibility  of  privatizing  all  or  parts  of  the  wage 
survey  process.   These  discussions  are  not  focused  exclusively  on  privatizing 
the  existing  methodology  but  also  encompass  other  technologies  currently 
available  that  might  be  adapted  to  the  collection  and  analysis  of  construction 
industry  wage  data. 

Additional  resources  are  needed  to  achieve  significant  improvement  in  the 
survey  process  should  other  alternatives  not  prove  feasible.   For  example, 
Computer  Assisted  Telephone  Inquiry  (CATI)  technologies  and  expert  computer 
systems  could  be  developed  to  obtain  and  analyze  data  submissions  for 
inconsistencies  and  inaccurate  data,  reducing  the  possibility  of  inaccurate  or 
inappropriate  data  being  used  in  the  resulting  wage  determinations.   New 
scanning  and  electronic  data  interchange  (EDI)  technologies  could  be  employed 
to  facilitate  data  collection  efforts.   Such  process  improvements  would  allow 
increasing  the  frequency  of  surveys,  so  that  all  localities  would  be  surveyed 
every  2  to  3  years. 

These  alternatives  would  benefit  from  both  statutory  and  regulatory 
changes.   The  current  statute  defines  locality  very  precisely,  limiting 
flexibility  in  using  data  collected  from  broader  geographic  samples.   The 
Administration's  Davis-Bacon  reform  legislation  introduced  in  1994  would 
address  some  of  these  problems. 


Enforcement  of  Wage  and  Hour  Standards 

Workload  Statistics 

($  in  thousands) 


Performance  Measure 


FY  1995 
Actual 


FY  1996 
Estimate 


FY  1997 
Estimate 


Total  FTE 
Investigator  FTE 


1,301 
803 


1,289 
799 


1,462 

966 


Total  Complaints  Received 


41.368 


37,700 


39,000 


Percent  of  Productive 
Investigator  Time  Spent 
on  Compliance  Assistance 


18.5% 


18.5% 


17.5% 


Total  Compliance  Actions 
Completed 


53,237 


45,100 


62,900 
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Enforcement  of  Wage  and  Hour  Standards 

Workload  Statistics 

($  in  thousands) 

FY  1995     FY  1996     FY  1997 
Performance  Measure  Actual     Estimate    Estimate 

Directed  Compliance  Actions 

Completed  15,403       13,000     25,000 

Targeted  Industry  -  Directed 
Compliance  Actions  Completed 

Total  Complaints  Resolved 

MSPA  Housing  Inspections 

Total  Active  MSPA  Registrations 

Total  Wage  Determinations 
Completed 

Agreed  to  Pay  Amount 

Percent  of  Agreed  to  Pay 

Compared  to  Amount  Found  Due 

Employees  Agreed  On 

Percent  of  Employees  Agreed  On 
Compared  to  Employees  Found 
Due  90.3%        90.0%       93.5% 

Total  Civil  Money  Penalties 

(CMPs)  Collected  $6,948       $9,000     $11,000 

Percent  of  CMPs  Collected 

Compared  to  CMPs  Assessed  25.8%       63.0%      65.0% 

Percent  of  Complaint  Actions 

Completed  Within  90  Days 
Percent  of  Complaint  Actions 

Completed  Within  180  days 

FMLA  Actions  Completed  Within 

30  days 
FMLA  Actions  Completed  Within 

90  days 


7,030 

7,500 

12,500 

40,971 

36,000 

42,000 

1.075 

1,000 

1,700 

14,200 

14,200 

14,200 

4,889 

5,000 

6,900 

$141,533 

$126,800 

$167,300 

79.1% 

80.0% 

80.0% 

253,006 

215,900 

298,900 

68.8% 

69.0% 

70.0% 

80.6% 

81.0% 

81.0% 

40.8% 

40.0% 

67.0% 

74.4% 

75.0% 

90.0% 
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1996 

Resource  levels  total  $100,196,000  and  1,289  FTE1 ,  a  reduction  of  43  FTE  from 
the  FY  1995  level.   Even  though  the  complaint  inflow  is  expected  to  be 
approximately  nine  (9)  percent  less  than  in  FY  1995,  the  complaint  inventory 
will  increase  by  approximately  10  percent  to  nearly  17,000  complaints.   The 
uncertainty  of  the  FY  1996  appropriation  and  the  two  government  shutdowns 
during  the  first  half  of  the  year  have  significantly  reduced  Wage  and  Hour 
accomplishments  during  the  first  two  quarters  of  FY  1996. 

1995 

Wage  and  Hour  began  to  hire  investigators  midway  through  the  fiscal  year. 
Actual  onboard  investigator  staffing  increased  by  nine  investigators  compared 
to  FY  1994.   Wage  and  Hour  continued  its  emphasis  on  targeted  enforcement  and 
education  and  outreach.   Targeted  enforcement  results  were  particularly 
significant  in  the  garment  industry  and  the  Division  significantly  increased 
the  number  of  compliance  actions  completed  in  the  janitorial  and  guard  service 
industries.   Complaint  inventories  were  maintained  at  low  levels.   Most  other 
program  outputs  and  outcomes  were  lower  than  in  FY  1994.   Reductions  in  direct 
enforcement  hours  resulting  from  reduced  investigator  staffing  levels 
(replacement  investigators  were  in  training  status  for  much  of  the  year)  and 
the  increased  emphasis  on  education  and  outreach  contributed  to  reductions  in 
some  program  outputs  and  outcomes . 

Changes  for  1997 
($  in  thousands) 

Activity  Changes: 

Builc-in: 

Annualization  of  pay  increase 

effective  January,  1996   438 

Pay  increase  effective  January,  1997   1,707 

Career  ladder  promotions   329 

Federal  Employees'  Compensation  4 

Space  Rent 203 

Working  Capital  Fund 83 

Adjustment  to  base  1995  operating  levels   -1,330 

Other  non-personnel  compensation   405 

Total  Built-in   +1,839 

Net  Program  +$18,508 

FTE +173 


1  This  resource  level  is  significantly  less  than  the  President 
requested,  but  higher  than  authorized  under  the  numerous  Continuing 
Resolutions  under  which  Wage  and  Hour  operated  for  much  of  FY  1996. 
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Enforcement  of  Wage  and  Hour  Standards 

Proposal:  To  provide  $15,158,000  which  includes  200  FTE  as  part  of  a 
comprehensive  strategy  to  combat  illegal  immigration.   The  200  FTE  requested 
will  be  comprised  of  184  investigators  and  16  support  positions.   Wage  and 
Hour's  streamlining  plan  identifies  16  District  Offices  in  the  seven  high- 
immigration  States  where  the  additional  FTE  would  be  placed.   This  request 
allows  for  approximately  12  additional  investigators  and  one  support  position 
for  each  of  these  District  Offices.   No  additional  supervisory  staff  are 
requested. 

Rationale:  In  his  1994  report  to  Congress  entitled  "Accepting  the  Immigration 
Challenge:  The  President's  Report  on  Immigration,"  President  Clinton 
demonstrated  his  commitment  to  stemming  the  tide  of  illegal  immigration  into 
the  United  States  with  a  four-point,  multi-year  Immigration  Initiative.   The 
second  element  in  the  President's  Immigration  Initiative  commits  the 
Administration  to  "stronger  worksite  enforcement  to  reduce  the  lure  of  jobs  to 
illegal  immigrants."   The  President  acknowledges  in  the  report  that  curbing 
illegal  immigration  and  enforcing  worker  protection  have  a  direct  policy 
connection.   Vigorous  enforcement  of  the  Nation's  employment  standards  serves 
as  a  meaningful  deterrent  to  illegal  migration  by  denying  some  of  the  business 
advantage  gained  through  the  employment  of  highly  vulnerable  and  exploitable 
workers  at  substandard  wages  and  working  conditions.   The  Commission  on 
Immigration  Reform,  in  its  September  1994  report  entitled  "U.S.  Immigration 
Policy:  Restoring  Credibility,"  agrees: 

Increased  funding  for  labor  standards  enforcement  would  help  reduce 
utilization  of  illegal  alien  labor  by  those  employers  who  are  seeking  an 
exploitable  workforce.   By  removing  an  incentive  to  hire  illegal  aliens, 
this  increased  enforcement  effort  could  result  in  increased  hiring  of 
U.S.  workers. 

The  requested  FTE  will  be  assigned  primarily  in  the  geographic  areas  where 
employment  of  illegal  immigrants  is  most  prevalent,  i.e.,  within  the  States  of 
New  York,  New  Jersey,  Florida,  Illinois,  Texas,  Arizona  and  California.   A 
substantial  increase  in  staffing  for  this  immigration  initiative  is  needed  in 
order  to  ensure  that  a  highly  visible,  effective  and  credible  enforcement 
effort  is  undertaken  and  maintained.   The  extent  of  illegal  immigrant 
employment  in  the  targeted  geographic  areas  and  industries  is  believed  to  be 
so  significant  that  only  a  major  enforcement  initiative,  as  part  of  a  broader, 
comprehensive  strategy  outlined  in  the  President's  Immigration  Initiative,  can 
be  effective  in  deterring  such  illegal  employment.   These  additional  FTE  will 
enable  Wage  and  Hour  to  effectively  carry  out  the  illegal  immigration 
initiative  without  adversely  affecting  other  essential  compliance  activities. 

Program  Effects:  The  investigator  FTE,  when  fully  trained,  will  be  able  to 
complete  approximately  13,000  additional  compliance  actions  primarily  in  low- 
wage  industries  in  the  seven  targeted  states.   Wage  and  Hour  would  obtain  an 
estimated  $32  million  in  agreements  to  pay  under  the  FLSA  for  an  additional 
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75,000  workers.   Wage  and  Hour's  emphasis  in  these  areas  and  industries  will 
help  promote  voluntary  compliance  as  well  as  reduce  the  economic  incentives 
for  the  employment  of  illegal  workers. 

Base : 

FTE:   1.289  Estimate:   $102.035 

Program  Increase 

FTE:    4-200  Estimate:  +$15.158 


Enforcement  of  Wage  and  Hour  Standards 

Proposal :  To  provide  $3,750,000  to  develop  and  implement  improved 
methodologies  to  determine  prevailing  wages  and  to  develop  and  implement 
improved  systems  and  procedures  to  obtain  and  adequately  verify  the  accuracy 
of  data  received  during  Davis-Bacon  wage  surveys,  expand  the  geographic  scope 
of  wage  surveys  and  participation  in  the  survey  process,  and  improve  the 
timeliness  of  the  resulting  prevailing  wage  determinations. 

Rationale :  Under  the  Davis-Bacon  Act,  the  Department  of  Labor  is  responsible 
for  determining  the  wages  prevailing  for  the  corresponding  classes  of  laborers 
and  mechanics  employed  on  projects  of  a  character  similar  to  the  contract  work 
in  the  city,  town,  village,  or  other  civil  subdivision  of  the  State  in  which 
the  work  is  to  be  performed.   Based  on  this  statutory  requirement,  the  Wage 
and  Hour  Division  currently  surveys  for  four  basic  types  of  construction 
(building,  residential,  heavy,  and  highway)  in  more  than  3,000  U.S.  counties. 
The  current  universe  survey  process  is  very  resource  intensive;  because  of 
limited  resources,  only  about  150  surveys  are  completed  each  year.   As  a 
consequence,  the  average  Davis -Bacon  wage  determination  is  based  on  survey 
data  that  are  several  years  old.   Also,  the  current  systems 's  reliance  on 
"third  party"  data  submissions  has  raised  questions  about  the  accuracy  of  some 
of  the  wage  determinations  that  are  issued. 

In  order  to  enhance  the  timeliness  of  Davis-Bacon  surveys,  address  the 
potential  weaknesses  of  the  current  system,  and  strengthen  the  integrity  of 
the  process,  additional  resources  must  be  provided.   These  requested  resources 
will  be  used  to  evaluate  and,  where  feasible,  develop  and  implement 
alternative  reliable  methodologies  or  procedures  that  will  yield  more  accurate 
and  timely  wage  determinations  at  a  reasonable  cost. 

Program  Effects:  Wage  and  Hour  will  examine  the  feasibility  of  utilizing 
alternative  approaches  and  existing  technologies  currently  available  in  the 
private  sector  that  might  lend  themselves  to  adaptation  to  the  collection  and 
analysis  of  construction  industry  wage  data  for  use  in  the  wage  survey 
process.   Computer  Assisted  Telephone  Inquiry  (CATI)  technologies  and  expert 
computer  systems  could  be  developed  to  obtain  and  analyze  data  submissions  for 
inconsistencies  and  inaccuracies.   New  scanning  and  electronic  data 
interchange  (EDI)  technologies  could  be  employed  to  facilitate  data  collection 
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efforts.   These  process  improvements  would  increase  the  frequency  of  surveys 
so  that  all  localities  would  be  surveyed  every  two  to  three  years  and  the 
accuracy  of  the  data  gathered  during  the  survey  process  would  be  significantly 
improved. 

Base : 

FTE:   1.289  Estimate:  S102.035 

Program  Increase: 

FTE:      0  Estimate:  +$3.750 


Enforcement  of  Wage  and  Hour  Standards 

Proposal:   To  provide  a  decrease  in  the  Wage  and  Hour  Division  of  27  FTE  and 
$1,324,000. 

Rationale :   The  reduction  of  27  FTE  and  $1,324,000  is  required  to  comply  with 
the  streamlining  reduction  in  FTE  pursuant  to  P.L.  103-226. 

Program  Effects:   The  reduction  will  be  accommodated  through  restructuring 
utilizing  recommendations  from  reinvention  efforts,  the  National  Performance 
Review,  and  Wage  and  Hour  employees.   Priorities  will  be  carefully  established 
to  maximize  customer  service.   Wage  and  Hour's  multi-year  streamlining  and 
restructuring  plan  requires  significant  reductions  in  management  and 
supervisory  positions  with  requisite  changes  in  the  roles  of  managers  and 
front-line  staff,  necessitating  additional  streamlining  resources  for  training 
and  relocation. 

Base: 

FTE:   1.289  Estimate:  $102.035 

Program  Decrease: 

FTE:    z21  Estimate:  -$1.324 


Enforcement  of  Wage  and  Hour  Division 

Proposal :   To  provide  a  decrease  in  the  Wage  and  Hour  Division  of  $915,000. 

Rationale :   To  reduce  administrative  expenses  as  required  by  Executive  Order 
12837. 

Program  Effects:   The  reduction  will  be  accommodated  through  restructuring 
utilizing  recommendations  from  reinvention  efforts,  the  National  Performance 
Review,  and  Wage  and  Hour  employees.   Priorities  will  be  carefully  established 
to  maximize  customer  service. 

Base  : 

FTE:   1 .289  Estimate:  $102.035 

Program  Decrease: 

FTE-        0  Estimate:  -$915 
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FEDERAL  CONTRACTOR  EEO  STANDARDS  ENFORCEMENT 
($  in  thousands) 

1996  1997  Difference 

Conference         Estimate  1996/1997 


788     $56,851    771    $65,460     -17    +$8,609 


Introduction 

The  Office  of  Federal  Contract  Compliance  Programs  (OFCCP)  enforces 
regulations  requiring  Federal  contractors  to  take  affirmative  action  and 
eliminate  discrimination  from  the  work  place.   Based  on  findings  of 
discrimination  during  compliance  reviews  and  complaint  investigations,  the 
program  seeks  to  obtain  remedies  for  victims.   These  requirements  are  an 
integral  part  of  the  Federal  procurement  process  and  are  based  on  the 
principle  that  employment  opportunities  generated  by  Federal  dollars  ought  to 
be  available  on  an  equitable  and  fair  basis  for  all  Americans.   The 
requirements  are  made  a  part  of  nearly  all  contracts  with  the  Federal 
government . 

OFCCP' s  enforcement  of  the  nondiscrimination  and  affirmative  action 
requirements  of  Executive  Order  11246,  as  amended;  Section  503  of  the 
Rehabilitation  Act  of  1973,  as  amended;  38  U.S.C.  4212,  the  Vietnam  Era 
Veterans'  Readjustment  Act  of  1974;  29  CFR  Part  30  implementing  the  EEO 
provisions  under  the  National  Apprenticeship  Act  of  1937;  and  the  Americans 
with  Disabilities  Act  of  1990  results  in  eliminating  employment  barriers  for 
women,  minorities,  individuals  with  disabilities  and  veterans  without 
providing  preferential  treatment  for  any  individual  or  class.   Enforcement  of 
these  provisions  is  an  integral  part  of  the  Federal  procurement  process. 

Specifically,  Executive  Order  11246  requires  that  Federal  contractors  not 
discriminate  in  their  employment  decisions  because  of  race,  color,  religion, 
sex,  or  national  origin,  and  that  they  take  affirmative  action  to  assure  equal 
opportunity  in  employment.   Section  503  of  the  Rehabilitation  Act  of  1973  and 
Title  I  of  the  Americans  with  Disabilities  Act  prohibit  employment 
discrimination  against  individuals  with  disabilities  and  ensure  equal 
opportunity.   Under  38  U.S.C.  4212,  there  are  similar  requirements  for 
disabled  veterans  and  Vietnam-era  veterans.   29  CFR  Part  30  under  the 
Apprenticeship  Act  of  1937  prohibits  discrimination  in  apprenticeship 
programs.   The  Immigration  Reform  and  Control  Act  of  1986  prohibits  the  hiring 
of  workers  not  legally  authorized  to  work  in  the  United  States  and  prohibits 
discrimination  based  on  national  origin  or  citizenship.   Finally,  the  Family 
and  Medical  Leave  Act  of  1993  entitles  eligible  employees  of  covered  employers 
to  unpaid,  job-protected  leave  for  certain  family  and  health  conditions. 
OFCCP  is  responsible  for  enforcing  provisions  of  all  of  these  laws. 

OFCCP's  basic  enforcement  tools  are  compliance  reviews,  complaint 
investigations,  and  compliance  assistance.   When  a  finding  of  noncompliance  is 
made,  and  if  conciliation  efforts  fail,  sanctions  and  other  remedies  are 
sought  through  appropriate  administrative  or  judicial  procedures. 
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Emphasis  in  FY  1997  will  be  devoted  to:   (1)  evaluating  affirmative 
action  and  equal  opportunity  programs  at  Federal  contractor  facilities  through 
compliance  reviews  and  complaint  investigations;  (2)  encouraging  contractor 
outreach  and  training  through  increased  liaison  with,  and  compliance 
assistance  to,  training  and  placement  organizations,  constituency  groups  and 
other  interested  parties;  (3)  strengthening  the  quality  of  compliance 
activities  and  enhancing  professionalism  through  training  and  other 
development  efforts  for  staff;  (4)  ensuring  timely  enforcement  actions  through 
increased  coordination  with  the  Office  of  the  Solicitor;  (5)  continuing  the 
integration  of  microcomputer  technology  into  the  compliance  review  and 
complaint  investigation  process  to  enhance  the  efficiency  and  quality  of  the 
program's  performance;  (6)  encouraging  Federal  contractors  to  examine  their 
own  equal  employment  opportunity  performance  with  respect  to  women  and 
minorities  in  non- traditional  jobs,  especially  in  the  construction  trades 
through  Construction  Mega-Projects  and  mid-  and  upper-level  management  and 
executive  positions  through  Corporate  Management  (Glass  Ceiling)  Reviews;  (7) 
linking  recruitment  and  training  sources  to  specific  Federal  contractor  job 
opportunities;  (8)  increasing  coordination  with  the  Department  of  Justice's 
Office  of  Special  Counsel  and  the  Immigration  and  Naturalization  Service  in 
identifying  and  preventing  discrimination  based  on  national  origin;  (9) 
promoting  affirmative  action  in  contractor  organizations  through  the 
Opportunity  2000  and  Exemplary  Voluntary  Efforts  Awards;  and  (10)  promoting 
cooperation  in  the  development  and  placement  of  women,  minorities,  individuals 
with  disabilities  and  disabled  and  Vietnam  Era  veterans  through  the  Exemplary 
Public  Interest  Contribution  Awards. 

Budget  authority  and  FTE  usage  for  the  Office  of  Federal  Contract 
Compliance  Programs  during  the  last  five  years  have  been  as  follows: 


Fundine 

FTE 

1992   .  . 

.  .     $54,655 

839 

1993   .  . 

$55,695 

806 

1994   .  . 

$56,306 

785 

1995   .  . 

$58,928 

775 

1996   .  . 

$56,851 

788 

1997  Budget  Request 

The  resources  requested  for  OFCCP  are  $65,460,000  and  771  FTE.   Included 
in  this  request  are  two  program  decreases  totalling  $1,315,000  and  17  FTE 
($811,000  and  17  FTE  related  to  streamlining  reductions  required  by  P.L.  103- 
226  and  $804,000  in  administrative  reductions  required  by  E.O.  12837).   At 
this  level  of  funding,  OFCCP  expects  to  be  able  to  finance  462  compliance 
officer  FTE. 

The  funds  requested  include  $7,250,000  for  OFCCP's  "Affirmative  Action 
Initiative."   With  these  funds,  OFCCP  will  take  the  steps  necessary  to 
modernize  its  program  through  its  three-prong  Fair  Enforcement  Strategy: 
1)  streamlining  regulations;  2)  providing  expanded  technical  assistance  to 
contractors  and  constituency  groups;  and  3)  implementing  a  tiered-revlew 
approach  to  compliance  reviews.   The  additional  funds  requested  will  be 
dedicated  to  the  last  two  elements  of  the  three-prong  strategy.   technical 
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assistance  and  the  tiered-review  approach  to  compliance  reviews. 

OFCCP  will  significantly  increase  the  technical  assistance  provided  to 
ensure  that  Federal  contractors  and  Federal  contracting  officers  are  fully 
aware  of  contractors'  responsibilities  under  the  Executive  Order  and  other 
regulations  enforced  by  OFCCP.   This  will  entail  the  development  and 
dissemination  of  technical  assistance  guides  to  contractors,  Federal  agencies, 
constituency  groups  and  other  interested  parties.   Theguides  will  provide 
easily  understandable  information  on  completing  affirmative  action  plans  and 
on  requirements  of  the  regulations.   The  program  will  also  conduct  technical 
assistance  seminars  to  provide  guidance  and  advice  to  Federal  contractors, 
especially  for  first-time  contractors  not  familiar  with  the  requirements  of 
the  affirmative  action  and  equal  employment  opportunity  clause  in  their 
contracts.   OFCCP  will  also  make  these  seminars  available  to  Federal 
contracting  officials  to  ensure  that  they  are  fully  cognizant  of  the 
requirements  for  affirmative  action  and  nondiscrimination  in  the  contracts 
that  they  negotiate  with  contractors.   These  efforts  significantly  improve 
customer  service  and  public  relations  by  providing  contractors  with  accurate 
and  timely  information  when  they  negotiate  a  contract  with  the  Federal 
government . 

The  tiered-review  process  is  designed  to  improve  OFCCP's  interaction  with 
Federal  contractors  by  allowing  the  program  to  tailor  the  scope  of  its  reviews 
to  the  compliance  posture  of  the  contractor.   Data  on  contractors  will  be 
analyzed  and  out  of  that  analysis  a  decision  will  be  made  as  to  whether: 
a)  further  statistical  analysis  is  required;  b)  a  focused  on-site  review  is 
needed  to  address  a  particular  problem;  or,  c)  a  full  on-site  review  is 
needed,  which  should  only  apply  in  a  small  number  of  cases.   This  method  will 
reduce  the  burden  on  Federal  contractors  so  that  they  do  not  have  to  undergo  a 
full  review  if  significant  problems  are  not  identified  in  the  statistical 
review  of  the  company  or  facility. 

Through  the  development  of  an  Affirmative  Action  Plan  Summary  Report 
(AAPSR) ,  the  program's  mission  will  be  enhanced  by  gathering  more  accurate  and 
up-to-date  information  on  the  employment  patterns  of  Federal  contractors.   The 
AAPSR  will  also  allow  contractors  to  electronically  submit  information  to  the 
program  for  review.   Receipt  of  data  electronically  will  allow  a  tiered-review 
process  by  enhancing  the  program's  ability  to  analyze  the  data  for  potential 
problems  and  relieve  contractors  of  the  burden  of  full  reviews  where  no 
problems  are  identified.   It  will  also  significantly  reduce  the  paperwork 
burden  on  Federal  contractors  both  in  terms  of  developing  an  Affirmative 
Action  Plan  and  in  the  information  required  to  be  submitted  to  the  program 
when  a  contractor  is  scheduled  for  review.   This  will  require  a  significant 
upgrading  of  the  program's  ability  to  electronically  collect,  access  and 
analyze  data. 

In  addition  to  the  Affirmative  Action  Initiative,  major  efforts  will 
continue  in  FY  1997  to  eliminate  the  "glass  ceiling"  for  women  and  minorities 
through  Corporate  Management  Reviews.   These  reviews  will  identify  artificial 
and  attitudinal  barriers  that  prevent  women  and  minorities  from  advancing  to 
mid-  and  upper- level  management  and  executive  positions  in  major  corporations 
and  bring  the  affirmative  action  and  discrimination  issues  to  the  attention  of 
the  highest  levels  in  corporate  America. 


888 


ESA-35 


OFCCP  projects  that  nearly  4,400  compliance  reviews,  using  its  current 
system  of  full  reviews,  will  be  completed  in  FY  1997.   This  number  could  be 
dramatically  increased  with  its  tiered- review  process.   The  number  of  workers 
in  facilities  to  be  reviewed  is  estimated  to  be  2,100,000,  which  also  would  be 
dramatically  increased  through  the  tiered- review  process. 

In  FY  1997,  complaints  will  continue  to  be  processed  and  investigated,  as 
received.   It  is  estimated  that  a  total  of  900  complaint  investigations  will 
be  conducted  and  resolved.   The  Memorandum  of  Understanding  with  the  Equal 
Employment  Opportunity  Commission  is  under  review  which  could  significantly 
increase  the  number  of  complaints  investigated  by  OFCCP. 

OFCCP  will  continue  to  encourage  Federal  contractors  to  develop  and 
increase  the  use  of  outreach  and  training  opportunities  for  minorities,  women, 
veterans  and  individuals  with  disabilities.   OFCCP  will  also  coordinate 
reviews  among  its  regions  for  multi-establishment  corporations  to  prevent 
excessive  burden  on  any  one  Federal  contractor. 

Through  these  new  approaches,  the  additional  enforcement  resources  for 
moving  to  a  tiered-review  process  will  permit  OFCCP  to  increase  the  coverage 
of  its  contractor  establishments,  which  under  the  review  procedures  is  3%  of 
the  establishments  or  construction  sites  of  companies  with  Federal  contracts. 
The  universe  consists  of  17,500  corporations  employing  approximately  25%  of 
America's  workforce  at  250,000  establishments  and  construction  sites 
throughout  the  United  States  and  its  territories. 

With  the  increased  resources,  OFCCP  also  will  ensure  a  quality  program  by 
funding  its  Training  Academy,  which  provides  courses  across  the  country  as  the 
need  arises.   The  Academy  provides  the  staff  training  and  professional 
development  which  compliance  officers  and  managers  have  not  received  during 
the  last  four  years.   The  Academy  has  a  core  of  courses  from  the  most  basic 
training  in  compliance  reviews  to  training  the  more  sophisticated  aspects  of 
the  program  including  Corporate  Management  Reviews  and  Identification  of 
Systemic  Discrimination. 

Finally,  this  request  supports  the  replacement  of  outmoded  systems 
hardware  with  more  modern  technology  enabling  OFCCP  to  meet  its  current 
requirements  and  to  develop  the  systems  necessary  for  Federal  contractors  to 
submit  data  electronically  to  the  program. 

Federal  Contractor  EEO  Standards  Enforcement 
Workload  Statistics 


Workload 

Total  Compliance  Reviews 

Aged  Compliance  Reviews  (percent) 

Total  Complaints  Investigated/Resolved 

Aged  Complaint  Cases 

Total  Complaint  Case  Inventory 

Total  Other  Compliance  Actions 


FY  1995 

FY 

1996 

FY  1997 

Actual 

Estimate 

Estimate 

3,991 

4 

,100 

4,400 

1.3 

5.0 

5.0 

566 

900 

900 

5.6 

5.0 

5.0 

368 

750 

500 

4,303 

4 

,100 

4,100 
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1996 


OFCCP's  resources  will  be  used  for  conducting  quality  reviews  and 
complaint  investigations.   Special  emphasis  will  be  placed  on  Corporate 
Management  Reviews  (glass  ceiling  issues),  Construction  Mega-Projects  (non- 
traditional  and  technical  jobs) ,  contractors  and  industries  with  a  history  of 
compliance  issues,  contractors  in  growth  industries,  contractors  not 
previously  reviewed  and  small  companies  with  50  to  500  employees. 

1995 

There  were  3,991  compliance  reviews  and  566  complaints  completed.   A 
total  of  $31,665,885  in  financial  agreements  was  obtained,  including  back  wage 
agreements  of  $12,284,953  for  6,704  workers.   The  number  of  workers  in 
facilities  reviewed  totaled  1,690,112. 


Changes  for  1997 
($  in  thousands) 


Activity  Changes: 

Built- in: 

Annualization  of  pay  increase 

effective  January,  1996   248 

Pay  increase  effective  January,  1997   968 

Career  ladder  promotions   149 

Federal  Employees'  Compensation  -56 

Space  rent 143 

Working  Capital  Fund 50 

Adjustment  to  base  1995  operating  levels   ....  983 

Other  non-personnel  compensation   189 

Total  Built-in   +$2,674 

Net  Program    +$8,609 

FTE       -17 


Federal  Contractor  EEO  Standards  Enforcement 


Proposal :   To  provide  funds  amounting  to  $7,250,000  for  affirmative  action 
initiative,  including  $500,000  for  training  travel,  $750,000  for  ADP  training, 
$1,000,000  for  ADP  contracts,  $500,000  for  ADP  supplies  and  $4,500,000  for  ADP 
equipment . 

Rationale :   The  increase  will  enable  OFCCP  to  take  the  steps  necessary  to 
modernize  its  program  through  its  three-prong  Fair  Enforcement  Strategy:  1) 
streamlining  regulations;  2)  providing  expanded  technical  assistance  to 
contractors  and  constituency  groups;  and  3)  implementing  a  tiered- review 
approach  to  compliance  reviews. 


890 


Base : 

FTE: 

788 

Program  I 

ncrease 

FTE: 
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Program  Effects:   The  affirmative  action  funding  will  significantly  increase 
the  technical  assistance  provided  to  ensure  that  Federal  contracting  officers 
are  fully  aware  of  contractors'  responsibilities  under  the  Executive  Order  and 
other  regulations  enforced  by  OFCCP.   Technical  assistance  seminars  will  be 
conducted  to  provide  guidance  and  advice  to  Federal  contractors,  especially 
for  first- time  contractors  not  familiar  with  the  requirements  of  the 
affirmative  action  and  equal  employment  opportunity  clause  in  their  contracts. 

The  tiered-review  process  is  designed  to  improve  OFCCP 's  interaction  with 
Federal  contractors  by  allowing  the  program  to  tailor  the  scope  of  its  reviews 
to  the  compliance  posture  of  the  contractor.   Use  of  the  three-prong  Fair 
Enforcement  Strategy  will  reduce  the  burden  on  Federal  contractors  so  that 
they  do  not  have  to  undergo  a  full  review  if  significant  problems  are  not 
identified  in  the  statistical  review  of  the  company  or  facility. 

Estimate:  $59.525 

Estimate:  +S7 .250 

Federal  Contractor  EEO  Standards  Enforcement 

Proposal:   To  provide  a  decrease  in  the  Office  of  Federal  Contract  Compliance 
Programs  of  17  FTE  and  $811,000. 

Rationale:   The  reduction  of  17  FTE  and  $811,000  is  required  to  comply  with 
the  streamlining  reduction  in  FTE  pursuant  to  P.L.  103-226. 

Propram  Effects:   The  reduction  will  be  accommodated  through  restructuring 
utilizing  recommendations  from  reinvention  efforts,  the  National  Performance 
Review,  and  OFCCP  employees.   Through  the  reengineering  of  the  compliance 
review  process  and  the  streamlining  of  the  organization  by  reducing  the  levels 
of  management,  the  better  alignment  of  staff,  the  implementation  of  the  OFCCP 
Academy  to  train  compliance  officers  and  the  use  of  microcomputer 
technologies,  these  reductions  can  be  absorbed  without  a  reduction  in  the 
quality  of  OFCCP' s  work  products. 

Estimate:  $59.525 


$811 


Base  : 

FTE: 

788 

Program  Decrease 

FTE 

-17 

Federal  Contractor  EEO  Standards  Enforcement 

Proposal:   To  provide  a  decrease  in  the  Office  of  Federal  Contract  Compliance 
Programs  of  $504,000. 

Rationale:   To  reduce  administrative  expenses  as  required  by  Executive  Order 
12837. 
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Program  Effects:   The  reduction  will  be  accommodated  through  restructuring 
utilizing  recommendations  from  reinvention  efforts  and  OFCCP  employees, 
reengineering  the  compliance  review  process,  realigning  staff,  and  carefully 
establishing  priorities  to  maximize  customer  service. 

Base: 

FTE:  788  Estimate:  $59.525 

Program  Decrease: 

FTE:    0  Estimate:  -$504 
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FEDERAL  PROGRAMS  FOR  WORKERS'  COMPENSATION 
($  in  thousands) 

1996  1997  Difference 

Conference  Estimate         1996/1997 

FTE     Amount      FTE     Amount      FTE    Amount 

1,325   $101,793    1,367   $107,063      +42   +$5,270 


Introduction 

This  activity  administers  three  major  disability  compensation  programs 
which  mitigate,  through  the  provision  of  wage  replacement  and  cash  benefits, 
medical  treatment,  vocational  rehabilitation,  and  other  benefits,  the 
financial  burden  on  certain  workers,  or  their  dependents  or  survivors, 
resulting  from  work  related  injury,  disease,  or  death.   The  Federal  Employees' 
Compensation  Act  (FECA)  program  provides  income  and  medical  cost  protection  to 
civilian  employees  of  the  Federal  Government  injured  ac  work,  and  to  certain 
other  designated  groups.   The  Longshore  and  Harbor  Workers'  Compensation  Act 
program  provides  similar  protection  to  private  sector  workers  engaged  in 
certain  maritime  and  related  employment.   The  Black  Lung  Benefits  program 
provides  protection  to  the  nation's  coal  miners  suffering  from  pneumoconiosis. 
These  benefits  are  financed  through  direct  Federal  appropriations,  earmarked 
tax  revenues,  and  legislatively  mandated  private  sector  liability  insurance 
arrangements . 

The  workers'  compensation  programs'  traditional  focus  has  been  to  protect 
the  interests  of  eligible  workers,  employers  and  the  Federal  government  and 
ensure  accurate  and  timely  claims  adjudication  and  payment  of  benefits.   Major 
initiatives  in  recent  years,  combined  with  the  Office  of  Workers'  Compensation 
Programs'  (OWCP)  Reinvention,  have  extended  that  focus  and  committed  the 
organization  to  a  more  dynamic  service  delivery  program.   Continued  emphases 
on  performance  results,  cost  containment  and  financial  integrity  are  also 
included  in  program  objectives. 

OWCP  seeks  early  return  to  work  of  injured  workers  through  new  disability 
management  strategies  and  strengthened  vocational  rehabilitation  assistance. 
Customer  surveys  have  assisted  OWCP  in  identifying  needed  improvements  in 
communications  and  service.   Performance  goals  are  reflected  in  program 
operational  planning.   Internal  regulations  have  been  reduced  and  several 
reengineering  teams  are  streamlining  key  claims  workload,  administrative  and 
management  processes.   Union/management  teamwork  and  increasing  delegation  to 
front-line  employees  have  enhanced  efficiency  and  extended  the  degree  of 
employee  involvement  in  program  operations.   OWCP  continues  to  use  new 
technology  and  enhanced  ADP  operations  to  expand  capabilities,  improve  work 
quality,  and  increase  efficiency  and  productivity.   New  communication 
strategies  and  a  strengthened  technical  assistance  focus  are  improving 
customer  service  to  claimants  and  Federal  agencies. 

To  continue  to  address  the  gradual  growth  in  the  costs  of  long-term 
disability  cases  and  to  assure  that  appropriate  medical  and  rehabilitation 
services  are  provided  in  these  cases,  FECA  requests  an  additional  70  FTE  to 
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expand  its  Periodic  Roll  Management  (PRM)  Project  to  re-evaluate  long-term 
disability  cases.   Since  its  beginning  in  April  1992,  project  teams  have 
screened  nearly  32,000  cases  and  produced  over  $115  million  in  compensation 
cost  savings  to  date.   The  project's  expansion  has  been  recommended  by  the 
National  Performance  Review  and  was  partially  accomplished  in  the  FY  1995 
budget.   The  Quality  Case  Management  approach  to  new  FECA  cases,  designed  to 
prevent  long-term  disability,  is  successfully  operating  nationwide.   The 
Assisted  Reemployment  authority  granted  by  Congress  will  continue  to  be  used 
to  increase  rehabilitations  by  providing  monetary  incentives  to  employers  to 
hire  disabled  workers  who  would  otherwise  continue  to  receive  disability 
compensation  from  FECA. 

The  Longshore  and  Harbor  Workers'  Compensation  Program  will  implement  its 
downsizing/restructuring  plan  to  maximize  utilization  of  available  resources. 
Timely  processing  of  compensation  cases  and  improved  quality  of  casework,  as 
well  as  effective  fiscal  monitoring  of  the  Special  Fund,  will  remain  top 
program  priorities. 

The  Black  Lung  program  will  continue  reducing  staff  through  attrition  to 
reflect  declining  workloads.  In  so  doing,  the  program  priorities  are  to 
maintain  prompt  adjudication  of  claims,  continue  efforts  to  achieve  the 
highest  possible  level  of  accuracy  in  the  payment  of  income  maintenance  and 
medical  care  benefits,  and  further  increase  effective  management  of  the 
program's  debt  portfolio. 

Budget  authority  and  FTE  usage  for  the  Federal  Programs  for  Workers' 
Compensation  during  the  last  five  years  have  been  as  follows: 

Funding  FTE 

1992 $97,218  1,329 

1993 $100,696  1,346 

1994 $102,561  1,323 

1995 $104,919  1,341 

1996 $101,793  1,325 

FY  1997  Budeet  Request 

The  FY  1997  request  is  for  1,367  FTE  and  $107,063,000.  Included  in  this 
request  are  two  program  decreases  totalling  $2,440,000  and  28  FTE  ($1,237,000 
and  28  FTE  related  to  streamlining  reductions  required  by  P.L.  103-226  and 
$1,203,000  in  administrative  reductions  required  by  E.O.  12837).  The  request 
also  includes  70  term  FTE  and  $3,500,000  to  complete  the  expansion  of  the 
Periodic  Roll  Management  Project  and  $1,000,000  to  conduct  an  actuarial  study 
to  develop  a  premium- like  fee  assessment  system  in  FECA. 

A.  Federal  Employees'  Compensation  Act  (FECA) 

1997  Budget  Request 

Resource  levels  are  $71,879,000  and  1,003  full-time  equivalent  (FTE) 
staff  years,  including  $3.5  million  and  70  additional  FTE  to  expand  the 
Periodic  Roll  Management  (PRM)  Project  and  $1  million  to  conduct  an  actuarial 
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study  as  part  of  the  development  of  a  premium- like  fee  assessment  system  to 
replace  the  current  dollar-for-dollar  chargeback  of  benefit  costs  to  Federal 
employers.   By  legislative  amendment  to  the  benefit  funding  structure,  the  fee 
assessment  system  would  charge  Federal  agencies  for  actual  benefit  costs  and  a 
proportional  share  of  FECA  program  administrative  costs.   The  actuarial  study 
would  be  conducted  in  the  first  half  of  FY  1997;  assessed  amounts  would  appear 
in  agencies'  FY  1998  salaries  and  expenses  budgets.   The  benefits  of  this 
proposal  are  greater  accountability  and  significant  financial  incentives  to 
employers  to  improve  safety  practices  and  return- to-work  policies. 

Since  FY  1992,  PRM  staff,  working  in  teams  in  four  district  offices 
initially  and  expanding  to  nine  district  offices  in  FY  1995,  have  been 
screening  long-term  disability  cases  for  those  needing  medical  examinations, 
medical  and  vocational  rehabilitation,  and  placement  assistance.   Compensation 
is  reduced  wherever  eligibility  has  lessened  or  ceased.   The  PRM  project 
continues  to  exceed  expectations  for  benefit  savings;  by  the  end  of  FY  1995, 
the  project  realized  more  than  $115  million  in  savings.   Expansion  of  the  PRM 
project  in  FY  1997  into  the  remaining  district  offices  will  put  the  last  of 
approximately  50,000  long-term  disability  cases  under  intensive  review 
nationwide,  generate  an  additional  $78  million  through  FY  2002,  and  further 
reduce  the  number  of  cases  on  the  disability  roll.   Total  PRM  Project  savings 
in  all  offices  are  projected  to  be  over  $590  million  through  FY  2002. 

Introduction  of  term  staff  in  the  PRM  project  offices  enables  permanent 
staff  to  devote  increased  attention  to  the  early  and  intensive  management  of 
new  disability  cases  under  FECA's  Quality  Case  Management  (QCM)  program.   QCM 
requires  the  early  identification  of  injuries  that  may  lead  to  prolonged 
disability,  the  use  of  rehabilitation  nurses  to  improve  communication  and 
ensure  effective  medical  treatment,  and  early  return  to  work  or  vocational 
rehabilitation  services  when  appropriate.   QCM  is  resulting  in  speedier  return 
to  productive  employment,  avoidance  of  renewed  uncontrolled  growth  of  the  FECA 
Periodic  Roll,  and  improved  medical  and  rehabilitation  services. 

PRM  and  QCM  initiatives  are  contributing  significantly  to  the  reduction 
in  overall  FECA  costs.   The  FECA  chargeback  to  Federal  agencies  for  the  year 
ending  June  30,  1995  increased  by  only  1.2  percent,  the  lowest  increase  since 
FY  1987.   The  increase  in  compensation  cost  was  lower  than  the  combined  effect 
of  cost-of-living  and  Federal  pay  increases.   Medical  costs  actually  declined 
between  chargeback  year  1994  and  1995. 

In  FY  1995  FECA  began  a  four-year  project  to  redesign  computer 
operations,  replace  its  aging  computer  base,  upgrade  microcomputers,  and 
develop  prototype  systems  to  allow  electronic  transmission  of  medical  bill 
data  and  other  needed  new  technology  adaptations.   Replacement  of  the  major 
hardware  and  software  of  the  Employment  Standards  Administration's  regional 
system  is  needed  in  FY  1996  and  FY  1997.   Funding  is  referenced  in  the  Special 
Benefits  section. 
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Table  1 

Federal  Employees'  Compensation  Act 

Workload  Statistics 


FY  1996         FY  1997 
Estimate 


Workload  Actual  Estimate 

Cases  Received  180,350  180,000         180,000 

COP  Cases  79,648  80,000          80,000 

Wage  Loss  Claims  21,755  20,000          20,000 

Periodic  Payment  Cases  59,605  59,600          59,000 

New  Rehabilitations  A, 168  3,700          3  700 

Assisted  Reemployment  Project  (63)  (60)            (60) 

PERIODIC  PAYMENT  CASE  REVIEWS 

Total  Number  53,581  53,900          52,900 

Total  Savings  (000)  $42 , 240  $46,400         $36^400 

PRM  Staff 

Periodic  Payment  Case  Reviews 

Number  28,341  14,000          21,400 

(Initial  Reviews)±'  (7,438)  (9,200)         (5,100) 

Savings  (000)  $18,245  $18,400         $14,400 

Permanent  Staff 

Periodic  Payment  Case  Reviews 

Number  25,240  39,900          31,500 

Savings  (000)  $23,995  $28,000         $22^000 

Compensation  and 

Medical  Payments  2,420,501  2,400,000       2,000,000 
Unreviewed/Unadjudicated 

Case  Inventory  11,339  11,000          11  000 


-       A  subset  of  the  total,  Initial  Reviews  are  a  more  intensive  form  of  review 
than  regular  periodic  payment  case  reviews. 

1996 

The  level  of  resources  provides  for  54  FTE  to  continue  the  Periodic  Roll 
Management  Project  (PRM).   The  PRM  Project  is  expected  to  produce  another  $5.8 
million  in  new  savings  in  FY  1996.   However,  staffing  reductions  in  FY  1996 
necessitated  by  reduced  funding  have  pared  the  project  back  eight  months  early 
from  nine  to  five  district  offices  and  will  result  in  losses  of  nearly  $1 
million  in  new  savings  due  to  the  early  closure. 

Improved  medical  management  and  reemployment  of  injured  workers  receive 
special  emphasis  in  FECA  under  Quality  Case  Management;  more  people  are 
returning  to  work  sooner  as  a  result  of  nurse  intervention  and  vocational 
rehabilitation  activities.   In  FY  1996,  FECA  will  complete  the  second  year  of 
its  ADP  platform  replacement  and  data  base  redesign.   FECA  will  continue  to 
target  gains  in  customer  service  and  communications  while  work  processes 


25-051  96-29 


896 


ESA-43 


continue  to  be  streamlined  and  case  decision  quality  improved.   Incoming 
workloads  should  remain  steady,  while  case  review,  early  case  management  and 
other  measures  continue  to  reduce  benefit  costs. 

1995 

During  FY  1995,  FECA  continued  the  PRM  project  to  thoroughly  review  long- 
term  cases  in  four  of  its  district  offices,  adjust  disability  determinations 
where  necessary  and  speed  recovery  and  return  to  employment.   By  September 
1995  the  project  had  produced  over  $115  million  in  benefit  savings.   FECA  also 
continued  the  Assisted  Reemployment  Project  using  compensation  funds  to  pay 
employers  some  of  the  costs  they  incur  when  they  hire  injured  Federal  workers. 
Sixty-three  placements^ were  made  in  FY  1995.   Early  successes  of  the  QCK  and 
early  nurse  intervention  initiatives  helped  FECA  return  a  record  4,168  injured 
workers  to  employment,  a  60%  increase  over  the  previous  year.   Management  and 
staff  reengineering  partnership  teams  led  efforts  to  improve  customer  service, 
implement  new  communication  strategies,  and  streamline  work  processes. 

B.   Longshore  and  Harbor  Workers'  Compensation  Act 

1997  Budget  Request 

The  resources  requested  in  FY  1997  are  $9,400,000  and  116  FTE . 

Although  incoming  workload  in  FY'  1997  is  expected  to  decline  from  FY  1995 
levels,  with  corresponding  decreases  in  Lost  Time  Cases  Closed  and  Cases  Being 
Compensated,  the  demands  for  ensuring  the  integrity  of  the  Special  Fund 
continue  to  increase.   The  Fund  makes  direct  compensation  payments  of  $130 
million  and  Longshore  is  responsible  for  daily  transactions  with  Federal 
reserve  banks,  employers  and  insurance  carriers  involving  over  $2  billion  in 
security  deposits.   During  FY  1995,  over  $10  million  was  recovered  as  a  result 
of  the  program's  audit  efforts.   Continued  implementation  of  process 
reengineering  and  the  downsizing/restructuring  plan  must  occur  in  FY  1997  to 
maintain  the  highest  possible  level  of  service  to  the  public  and  the  integrity 
of  the  Special  Fund  with  limited  resources. 

The  number  of  informal  conferences  is  projected  to  recover  from  what  is 
expected  to  be  a  significantly  reduced  FY'  1996  level  resulting  from  the  budget 
impasse  and  the  resulting  funding  limitations.   With  the  necessary  resources 
available  in  FY  1997.  Longshore  will  develop  informal  conference  changes  that 
should  improve  outcomes,  speed  up  the  process  and  reduce  costs  in  subsequent 
years . 
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Table  2 

Longshore  and  Harbor  Workers'  Compensation  Act 

Workload  Statistics 


Workload 

Lost- time 

Injuries  Reported 

Lost-time  Cases  Closed 

Informal  Conferences 

Cases  Being  Compensated 


FY  1995 
Actual 


28,017 

38,528 

3,299 

17,189 


FY  1996 

Estimate 


27,000 

28,600 

2,500 

16,750 


FY  1997 
Estimate 


26,000 

28,600 

3,000 

16,300 


1996 

Productivity  and  quality  customer  service  remain  top  program  priorities, 
even  though  resources  and  staffing  levels  continue  to  decline.   The  program 
will  continue  its  efforts  to  counter  the  effect  of  shrinking  resources  through 
reinvention  and  reengineering  activities.   A  major  step  has  already  been  taken 
this  year  with  the  redefinition  of  geographical  boundaries  and  shifting  of 
workload  between  two  district  offices.   This  initiative  will  balance  workload 
and  staff  between  the  two  locations,  correcting  imbalances  created  by 
attrition  and  uneven  workloads.   The  program  also  continues  to  evaluate  and 
implement,  where  feasible,  recommendations  from  its  reengineering  teams. 

The  long-term  decline  in  incoming  workloads  and  associated  outputs 
continues  but  has  slowed  from  an  annual  rate  of  12%  in  1991-1992  to  an 
expected  rate  of  just  4%  this  fiscal  year.   The  large  reduction  in  the  number 
of  informal  conferences  is  due  to  travel  funding  restrictions  and  the  effect 
of  the  two  government  shutdown  periods. 


The  program  increased  output  productivity  and  quality  of  case  work  per 
available  FTE  despite  reductions  in  staff  and  discretionary  spending  that  have 
occurred  over  the  past  few  years.   The  Special  Fund  experienced  a  banner  year 
as  program  auditing  efforts  actually  produced,  for  the  first  time  in  its 
history,  a  reduction  in  the  annual  assessment  for  program  customers. 
Longshore  was  able  to  implement  a  corrective  action  plan  developed  from  the 
results  of  the  FY  1994  customer  survey  and  to  conduct  a  second  survey  during 
FY  1995.   In  addition,  as  part  of  the  ongoing  reengineering  and  streamlining 
process,  four  regulations  were  published  and  implemented  that  are  expected  to 
produce  work  process  improvements  and  both  time  and  cost  savings.  These 
regulatory  changes  also  provided  the  necessary  flexibility  to  consolidate 
district  office  operations  and  implement  the  restructuring/downsizing 
component  of  the  Strategic  Plan.   A  Claims  Management/Adjudication  Team  was 
established  to  review  case  processing  procedures  and  make  recommendations  for 


898 


ESA-45 


improvements,  and  streamlining  and  customer  service  initiatives  including 
changes  in  injury  exposure  monitoring  that  reduce  the  reporting  burden  and 
simplify  the  process  for  program  customers. 

C.   Black  Lung  Benefits  Act 

1997  Budget  Request 

Resources  requested  in  FY  1997  are  $25,784,000  and  248  FTE . 

As  the  number  of  beneficiaries  and  the  volume  of  incoming  claims  and 
related  workloads  continue  to  decline,  the  program  will  adjust  by  reducing 
staff.   Attrition  in  FY  1997  will  be  sufficient  to  achieve  the  248  FTE  level. 

The  program  will  continue  to  emphasize  the  critical  area  of  initial 
claims  adjudication.   The  quality  and  timeliness  of  claims  and  benefit 
processing  activities  will  be  maintained.   The  amount  of  resolved  debt  will 
continue  to  decline  as  the  debt  portfolio  shrinks,  and  even  though  staff  is 
being  reduced  and  the  number  of  incoming  claims  is  decreasing,  an  increase  is 
projected  in  the  number  of  informal  conferences  as  the  regulatory  changes 
package  is  implemented  and  begins  to  take  effect. 

The  number  of  trust  fund  monthly  beneficiaries  and  Medical  Benefits  Only 
beneficiaries  will  continue  to  decline,  while  the  number  of  responsible 
operator  monthly  beneficiaries  will  gradually  increase  as  case  approvals 
become  final  and  coal  companies  assume  responsibility  for  benefit  payments. 

Black  Lung  plans  to  go  forward  with  efforts  to  streamline,  reinvent,  and 
reengineer  in  FY  1997.   The  regulatory  change  package,  which  will  strengthen 
the  informal  dispute  resolution  process  and  generate  program  savings  by 
reducing  the  costs  of  formal  litigation,  should  be  finalized  and  implemented. 
The  performance  measures  developed  during  FY  1996  should  also  be  implemented. 
Work  Process  Reengineering  Team  recommendations  will  continue  to  be  a  focus. 
The  program  will  continue  to  monitor  and  improve  customer  satisfaction  by 
conducting  surveys,  analyzing  the  results,  and  improving  those  areas  of 
operations  that  fall  short  of  customer  expectations. 

In  addition,  the  program  will  proceed  with  the  Automated  Support  Package 
(ASP)  contract  recompetition .   Current  planning  calls  for  the  release  of  the 
Request  for  Proposals,  contractor  selection,  and  contract  award  in  FY  1997. 
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Table  3 


Workload 

Claims  Received  -' 

Initial  Findings  ?' 

Survivor  Conversions 

Claims  Inventory 

Informal  Conferences  Held 

Beneficiary  Status  Reviews 

Case  Referrals  to  OALJ 

Total  Records  Referred  to  BRB 

Accounts  Receivable 
Resolutions  (000) 

Total  Trust  Fund  Beneficiaries 
(Monthly  Benefits) 
(Medical  Benefits  Only) 

Total  Responsible 

Operator  Beneficiaries 
(Monthly  Benefits) 
(Medical  Benefits  Only) 


Black  Lune  Benefits 

Act 

Workload  Statistics 

FY  1995 

FY  1996 

FY  1997 

Actual 

Estimate 

Estimate 

8,394 

8,000 

7,500 

8,263 

6,400 

5,800 

1,829 

1,750 

1,650 

2,079 

1,800 

1,600 

1,574 

1,300 

1,400 

37,350 

33,500 

32,000 

2,561 

1,900 

1,800 

RB          1 , 144 

1,300 

1,200 

$22,342 

86,524 
(67,355) 

(19,169) 


11,125 
(7,362) 
(3,763) 


$20,000 

81,500 
(65,000) 
(16,500) 


10,775 
(7,375) 
(3,400) 


$18,000 

77,000 
(62,500) 
(14,500) 


10,500 
(7,400) 
(3,100) 


V      Includes  new  filings,  refilings,  and  requests  for  conversion  to  survivor 
status  upon  the  death  of  the  chief  beneficiary. 

2'   Initial  findings  are  made  only  on  new  and  refiled  claims.   Survivor 
conversions  do  not  require  an  initial  finding. 


1996 

Incoming  claim  receipts  are  continuing  their  return  to  normal  levels. 
Some  workload  outputs  will  be  negatively  impacted  by  the  two  government 
shutdown  periods.   In  addition,  non-compensation  line  items  are  being 
significantly  reduced  to  meet  bottom  line  availability,  requiring  additional 
service  cutbacks.   For  example,  a  reduction  in  the  amount  of  travel  funding 
available  is  reducing  the  number  of  informal  conferences  originally  projected. 
The  program  will  concentrate  its  limited  resources  on  primary  claims 
adjudication  activities. 
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However,  Black  Lung  does  plan  to  continue  with  customer  service  and 
reinvention/reengineering  activities  within  the  constraints  of  limited 
resources.   A  package  of  regulatory  changes,  part  of  the  work  process 
reengineering  effort,  is  scheduled  to  be  released  for  comment  during  the 
fiscal  year.   In  addition,  two  new  results-oriented  performance  measures  are 
being  developed  that  will  improve  customer  service  by  accelerating  the  initial 
finding  process  and  increasing  the  effectiveness  of  informal  conference 
procedures.   The  program  will  continue  to  review  and  implement,  where 
possible,  Work  Process  Reengineering  Team  recommendations.   Other  customer 
service  activities,  such  as  customer  surveys,  are  also  planned  or  already 
completed. 

The  program  will  develop  a  draft  Request  for  Proposals  (RFP)  for 
submission  to  the  Procurement  Office  as  the  time  approaches  to  recompete  its 
automated  services  contract,  which  expires  in  September,  1997. 

1995 

The  program  continued  to  stress  quality  and  timeliness  in  claims 
processing,  a  high  level  of  accuracy  in  payment  of  benefits,  and  timely  debt 
resolution. 

With  the  possibility  of  pending  legislation  to  amend  the  Black  Lung 
Benefits  Act  disappearing,  incoming  claim  receipts  began  their  return  to 
normal  levels  during  FY  1995,  declining  20%  below  FY  1994  levels.   However, 
workload  outputs  continued  to  remain  high  as  staff  worked  off  the  earlier 
large  increase  in  claims  receipts  without  any  loss  of  timeliness  or  quality. 
The  program  was  also  able  to  increase  the  number  of  informal  conferences  by 
almost  200  over  FY  1994  levels  as  part  of  the  effort  to  reduce  the  number  of 
more  costly  formal  litigations. 

Customer  Service  advances  in  FY  1995  included  the  development  of  a 
Customer  Service  Plan  and  initial  distribution  of  an  informational  pamphlet  to 
over  40,000  program  customers,  as  well  as  a  second  telephone  customer  survey 
and  a  first  time  customer  satisfaction  mail  survey  that  targeted  Congressional 
Offices,  claimant  attorneys,  and  coal  mine  operators.   The  program  also 
upgraded  communication  capabilities  with  the  addition  of  e-mail  in  all  its 
offices  and  connections  to  the  Employment  Standards  Administration's 
communications  network.   Eleven  additional  reengineering/streamlining 
recommendations  from  the  Work  Process  Reengineering  Teams  were  implemented  in 
FY  1995. 
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Changes  for  1997 
($  in  thousands) 


Built-in: 

Annualization  of  pay  increase 

effective  January,  1996   389 

Pay  increase  effective  January,  1997   1,526 

Career  ladder  promotions   632 

Federal  Employees'  Compensation  23 

Space  Rent       265 

Working  Capital  Fund 86 

Adjustment  to  base  1995  operating  levels -311 

Other  non-personnel  compensation   600 

Total  Built-in   $3,210 

Net  Program       $5,270 

FTE           +42 


Federal  Programs  for  Workers'  Compensation 

Proposal :   To  continue  to  address  the  growth  in  the  Federal  Employees' 
Compensation  (FECA)  long-term  disability  roll  and  ensure  delivery  of  proper, 
quality  services  by  improving  disability  management  and  rehabilitation,  the 
Office  of  Workers'  Compensation  Programs  (OWCP)  proposes  to  complete  the 
expansion  of  the  Periodic  Roll  Management  (PRM)  Project  with  70  additional 
term  FTE.   Administrative  expenses  for  the  project's  expansion  in  FY  1997  will 
be  $3,500,000. 


Rationale :   The  four-office,  50  FTE  PRM  Project  had  great  success  during  its 
lifetime:   1992  -  1996.   Project  teams  screened  the  long-term  disability  rolls 
for  cases  needing  medical  examinations,  medical  and  vocational  rehabilitation 
and  placement  assistance.   Wherever  eligibility  has  lessened  or  ceased, 
compensation  is  reduced,  and  partially  disabled  employees  are  given 
rehabilitation  services  and,  where  possible,  returned  to  work.   The  project 
was  expanded  in  FY  1995  to  five  more  offices.   By  the  end  of  FY  1995  the  PRM 
Project  had  produced  over  $115,000,000  in  savings.   Because  of  the  project's 
overwhelming  success,  FECA  is  requesting  additional  funding  to  complete  the 
project's  expansion  in  all  twelve  district  offices.   The  National  Performance 
Review  included  PRM  expansion  as  one  of  its  recommendations. 

Program  Effects:   At  a  cost  of  less  than  $9  million  by  the  end  of  FY  1995,  the 
four-office  review  saved  the  Treasury  a  projected  total  through  FY  2002  of 
over  $315  million  in  reduced  compensation  benefits,  and  gained  millions  more 
in  income  tax  revenue  by  returning  injured  workers  to  employment.   Review  of 
another  25,000  cases  in  FECA ' s  eight  remaining  district  offices  is  projected 
to  repeat  the  savings  produced  by  the  earlier  project  by  2002. 

Other,  more  intangible  benefits  will  be  gained  as  FECA  injured  workers  leave 
the  disability  rolls,  go  into  rehabilitation  programs,  and  are  reemployed. 
OWCP's  rehabilitation  program  can  provide  the  training  and  counseling  needed 
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to  overcome  the  limitations  of  their  disabilities  and  the  challenges  of  the 
workplace . 

The  project's  expansion  will  enable  the  permanent  staff  to  devote  increased 
attention  to  Quality  Case  Management  (QCM)  techniques  in  new  disability  cases. 
QCM,  implemented  nationwide  during  FY  1993,  requires  the  early  identification 
of  injuries  that  may  lead  to  prolonged  disability,  the  use  of  rehabilitation 
nurses  to  improve  communication  and  insure  earlier  and  more  effective  medical 
treatment,  and  early  return  to  work  or  vocational  rehabilitation  services. 
Early  case  management  for  new  cases  will  provide  improved  medical  and 
rehabilitation  services,  speedier  return  to  productive  employment,  and 
avoidance  of  renewed  uncontrolled  growth  of  the  FECA  Periodic  Roll. 

Base  : 

FTE:   941  Estimate:    $68.408 

Proeram  Increase: 

FTE:   +70  Estimate:    +$3 . 500 


Federal  Programs  for  Workers'  Compensation 

Proposal :   To  provide  an  increase  of  $1,000,000  for  the  Federal  Employees' 
Compensation  Program  to  conduct  an  actuarial  study  in  FY  1997  leading  to  a 
premium-like  fee  assessment  system  to  be  substituted  in  FY  1998  for  the 
current  dollar-for-dollar  chargeback  reimbursement  system.   This 
transformation  of  the  FECA  program  will  be  authorized  by  legislative 
amendment . 

Rationale :   The  present  retrospective  chargeback  of  benefits  paid  in  previous 
years  provides  only  an  indirect  and  weak  incentive  to  employing  Federal 
agencies  to  rehire  injured  workers,  submit  information  promptly,  and  improve 
safety  and  prevention  of  injury.   Under  this  proposal  Federal  agencies  would 
receive  funding  in  the  budget  based  on  their  claims  experience  and  expected 
staffing.   They  would  be  assessed  based  on  actual  amounts  paid  for  their 
employees  and  a  pro  rata  share  of  FECA  program  administrative  costs. 

The  actuarial  study  will  be  conducted  in  the  first  half  of  FY  1997.  The 
assessed  amounts  would  appear  in  each  agency's  FY  1998  salaries  and  expenses 
budget.  Agency  assessments  will  be  issued  in  late  1997  and  OWCP  would  begin 
semi-annual  billings  in  October  1997.  The  DOL  benefits  appropriation,  which 
now  makes  up  for  the  difference  between  chargeback  receipts  from  prior  years 
and  current  outlays,  would  be  reduced  to  the  $50  million  needed  to  cover  non- 
chargeable  cases  (those  for  employers  no  longer  in  existence). 

The  actuarial  study  is  required  to  develop  an  econometric  model  by  which 
Federal  agencies  will  be  equitably  assessed  for  their  share  of  FECA  benefit 
and  administrative  costs.   The  model  will  set  agency  assessments  by  formula 
after  first  analyzing  agency  FECA  histories,  inflation  projections,  and  other 
factors . 
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Program  Effects:   The  benefits  of  the  fee  assessment  system  are  significant 
financial  incentives  to  employers  and  workers  similar  to  those  in  the  private 
sector  to  improve  accountability  and  produce  positive  outcomes  such  as  fewer 
workplace  injuries  and  improved  accommodation  of  returning  injured  workers. 
Agencies  would  enjoy  savings  whenever  improved  safety  practices  and  return-to- 
work  policies  caused  the  billed  amount  to  be  lower  than  the  experience 
projection.   FECA's  ability  to  serve  customers  will  be  greatly  improved, 
productivity  will  increase,  and  overall  costs  will  be  reduced.   The  costs  of 
FECA  administration  would  be  included  in  the  fee  to  reflect  the  full  cost  of 
the  program  and  give  agencies  and  OWCP  a  joint  incentive  to  continue 
reinvention  and  streamlining  efforts. 


FTE:   941  Estimate:  $68 ,408 

Program  Increase: 

FTE:     0  Estimate:  +$1.000 


Federal  Programs  for  Workers'  Compensation 

Proposal :  To  provide  a  decrease  in  the  Office  of  Workers'  Compensation 
Programs  of  twenty-eight  (28)  FTE  (eight  in  FECA,  two  in  Longshore,  and 
eighteen  in  Black  Lung). 

Rationale :   The  reduction  of  28  FTE  and  $1,237,000  is  required  to  comply  with 
the  streamlining  reduction  in  FTE  pursuant  to  PL.  103-226. 

Program  Effects:   The  reduction  will  be  accommodated  through  organizational 
restructuring  and  re-engineering  work  processes,  utilizing  recommendations 
from  reinvention  teams,  the  National  Performance  Review,  and  OWCP  employees. 
Priorities  will  be  carefully  established  to  maximize  customer  service. 

Base  : 

FTE:     1.325  Estimate:    $105.003 

Program  Decrease: 

FTE:      -28  Estimate:     -$1.237 
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Federal  Programs  for  Workers'  Compensation 

Proposal :   To  reduce  administrative  expenses  by  $1,203,000. 

Rationale:   To  reflect  savings  in  administrative  expenses  as  required  by 
Executive  Order  12837. 

Program  Effects:   The  reduction  will  be  accommodated  through  organizational 
restructuring  and  re-engineering  work  processes,  utilizing  recommendations 
from  reinvention  teams,  the  National  Performance  Review,  and  OWCP  employees. 
Priorities  will  be  carefully  established  to  maximize  customer  service. 

Base  : 

FTE:   1  325  Estimate:   $105.003 

Program  Decrease: 

FTE:       o  Estimate:    -$1 . 203 
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PROGRAM  DIRECTION  AND  SUPPORT 
($  in  thousands) 


1996 
Congerence 


125 


$10,962 


1997 
Estimate 


FTE 
122 


$11,673 


Difference 
1996/1997 


+$711 


Introduction 

The  Program  Direction  and  Support  (PDS)  activity  directs  the  various 
units  that  support  the  Employment  Standards  Administration's  (ESA)  operating 
programs  and  helps  assure  effective  management  of  these  programs.   Under  the 
leadership  and  support  provided  by  PDS,  ESA  will  continue  to  achieve  the  goals 
in  the  Secretary's  Performance  Agreement  with  the  President.   Human  resource 
planning  and  information  resources  management  initiatives  will  be  adapted  to 
the  ongoing  decline  in  resources.   PDS  directs  an  aggressive  Affirmative 
Employment  Program  to  enhance  equal  employment  opportunity  efforts  within  the 
agency;  supports  agency-level  restructuring  and  streamlining  efforts; 
exercises  internal  management  control  systems  to  assure  effective  resource 
management,  and  prevent  waste,  fraud,  and  abuse;  targets  in-house  training  and 
career  development  initiatives;  maintains  integrity  and  cost  control  efforts 
related  to  administrative  areas;  and  continues  to  ensure  prompt  injury  claims 
actions  and  the  rehabilitation  and  reemployment  of  injured  ESA  workers.   PDS 
provides  effective  program  direction  and  high  quality  support  services  (such 
as  personnel,  financial,  and  facilities  management)  to  the  agency's  operating 
programs  to  promote  their  ability  to  provide  credible,  effective  labor 
standards  education,  enforcement,  and  benefit  delivery  services. 

Budget  authority  and  FTE  usage  for  the  Program  Direction  and  Support 
activity  during  the  last  five  years  have  been  as  follows; 

Funding 


1992  .  . 

.  .     $11,512 

132 

1993  .  . 

.  .     $11,773 

128 

1994  .  . 

.  .     $11,678 

132 

1995  .  . 

.  .     $11,820 

127 

1996  .  . 

.  .     $10,962 

125 

1997  Budget  Request 

Resources  requested  are  $11,673,000  and  122  FTE.   Included  in  this 
request  are  two  program  decreases  totalling  $283,000  and  3  FTE  ($155,000  and  3 
FTE  related  to  streamlining  reductions  required  by  P.L.  103-226  and  $128,000 
in  administrative  reductions  required  by  E.O.  12837). 

PDS  provides  guidance,  leadership,  and  services  to  ESA ' s  program  agencies 
in  the  areas  of  Information  Resources  Management  (IRM),  streamlining, 
productivity  and  quality  improvement,  Secretarial  performance  agreement  goals 
and  objectives,  and  in  support  services  functions.   PDS  provides  leadership 
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for  ESA's  quality  improvement  efforts  through  four  basic  strategies:   (1) 
promoting  employee  involvement  in  identifying  and  implementing  opportunities 
for  further  improvements;  (2)  broadening  the  use  of  technology  to  improve 
delivery  of  services;  (3)  re-engineering  and  simplifying  work  processes  and 
requirements  while  improving  the  quality  of  agency  products  and  services;  and, 
(4)  streamlining  the  organizational  structure,  where  appropriate. 

To  provide  a  high  quality  workforce  and  make  the  fullest  use  of  available 
personnel  in  an  environment  of  continuing  staffing  decreases,  ESA  will 
continue,  as  appropriate,  to  develop  and  support  program,  administrative,  and 
management  training  efforts;  and  carry  out  other  measures  focused  on  ensuring 
that  ESA  is  prepared  for  the  significant  shifts  in  the  composition  of  its  own 
workforce  anticipated  during  the  next  decade.   PDS  will  also  continue  to 
develop  and  address  the  same  issues  as  they  apply  to  the  American  workforce 
served  by  our  programs. 

In  conjunction  with  ESA's  five-year  strategic  IRM  plan,  PDS  continues  to 
place  special  emphasis  on  strategic  planning  and  policy  management  to  ensure 
that  major  initiatives  are  accomplished  effectively.   Increased  utilization 
and  better  management  of  information  resources  continue  to  be  priorities. 

Emphasis  continues  on  updating  and  accomplishing  ESA's  Affirmative 
Employment  Plan,  with  increased  attention  directed  to  the  identification  of 
local  barriers  to  equal  employment  opportunity  and  implementation  of  action 
plans  to  effectively  address  these  problems. 


1996 

PDS  continues  to  provide  efficient  and  effective  policy  development  and 
program  direction  to  ESA's  operating  programs.   Major  emphases  are  being 
directed  toward  the  development  and  enhancement  of  the  agency's  personnel,  and 
improving  ADP  utilization 

PDS  continues  to  work  in  tandem  with  ESA's  programs  to  achieve 
financially  realistic  plans  for  downsizing  and  restructuring. 


1995 

PDS  provided  effective  overall  policy  and  program  direction  to  all  ESA 
components.   Significant  accomplishments  were  achieved  in  the  IRM  area  with 
the  design  and  development  of  the  replacement  for  the  FECA  ADP  platform  which 
supports  ESA's  information  system,  and  the  expansion  of  utilization  of 
microcomputers  to  promote  efficiency  and  interconnectivity .   PDS  also  assisted 
the  agency  in  achieving  another  exemplary  year  in  Affirmative  Employment  Plan 
accomplishments . 
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Activity  Changes: 
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Changes  for  1997 
($  in  thousands) 


Built-in: 

Annualization  of  pay  increase 

effective  January,  1996   45 

Pay  increase  effective  January,  1997   175 

Federal  Employees'  Compensation  -32 

Space  Rent 59 

Working  Capital  Fund   8 

Adjustment  to  base  1995  operating  levels 715 

Other  non-personnel  compensation   24 

ssss 

Total  Built-in $994 

Net  Program $711 

FTE -3 


Program  Direction  and  Support 

Proposal :   To  provide  a  decrease  of  three  FTE  in  the  Program  Direction  and 
Support  activity. 

Rationale :   The  reduction  of  three  FTE  and  $155,000  is  required  to  comply  with 
the  streamlining  reduction  in  FTE  pursuant  to  P.L.  103-226. 

Program  Effects:   This  reduction  will  be  accommodated  through  restructuring 
efforts  utilizing  recommendations  from  streamlining  efforts  and  the  National 
Performance  Review.   Priorities  will  be  established  to  carefully  maximize 
customer  service. 

Base  : 

FTE:   125  Estimate:   $11 .956 

Program  Decrease: 

FTE:    -3  Estimate:     -$155 
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Program  Direction  and  Support 

Proposal :   To  reduce  administrative  expenses  by  $128,000. 

Rationale:   To  reflect  savings  in  administrative  expenses  as  required  by 
Executive  Order  12837. 

Program  Effects:   The  administrative  cost  reductions  will  have  a  compounded 
effect  upon  ESA's  program  direction  and  support  activity  because  prior  budgets 
have  required  elimination  of  non-essential,  non-compensation  funding. 

Base  : 

FTE:   125  Estimate:   $11,956 

Program  Decrease : 

FTE:     0  Estimate:     -$128 
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OFFICE  OF  LABOR -MANAGEMENT  STANDARDS 
($  in  thousands) 

1996  1997  Difference 

Conference  Estimate         1996/1997 

FTE     Amount       FTE   Amount      FTE   Amount 

284    $24,192       276   $29,084       -8   +$4,892 


Introduction 

The  principal  law  administered  by  the  Office  of  Labor-Management 
Standards  (OLMS)  is  the  Labor-Management  Reporting  and  Disclosure  Act  of  1959, 
as  amended  (LMRDA) .   The  LMRDA  applies  to  private  sector  unions  and,  by  virtue 
of  the  Postal  Reorganization  Act,  to  unions  in  the  U.S.  Postal  Service. 
Provisions  in  the  Civil  Service  Reform  Act  of  1978  (CSRA)  and  Section  1017  of 
the  Foreign  Service  Act  (FSA)  apply  similar  standards  to  unions  in  the  Federal 
sector . 

The  LMRDA  is  the  primary  Federal  law  which  governs  the  relationship 
between  a  union  and  its  members.   The  LMRDA  establishes  certain  basic  rights 
for  union  members;  requires  proper  handling  and  safeguarding  of  union  funds 
and  assets;  provides  for  the  reporting  and  disclosure  of  financial 
transactions  and  administrative  practices  of  unions,  employers,  and  labor 
relations  consultants;  prevents  abuse  in  the  administration  of  union 
trusteeships;  and  imposes  standards  on  the  frequency  and  conduct  of  union 
officer  elections. 

In  carrying  out  its  statutory  responsibilities  to  ensure  union  democracy 
and  fiscal  integrity,  OLMS ' s  objectives  are  to  detect  and  correct  violations 
of  the  law  through  proactive  compliance  audit  and  investigative  programs, 
civil  litigation,  criminal  prosecution,  and  voluntary  compliance.   OLMS 
performs  four  types  of  activities  (investigations,  compliance  audits, 
reports/public  disclosure,  and  compliance  assistance)  and  achieves  a  balanced 
enforcement  program  by  appropriately  allocating  resources  among  these  four 
activities  which  are  discussed  below. 

Investigations 

OLMS  conducts  both  civil  and  criminal  investigations  to  determine  if 
violations  have  occurred.   Investigation  of  union  officer  elections  (civil) 
and  the  handling  of  union  funds  (criminal)  are  the  program's  two  major 
enforcement  activities. 

Title  IV  of  the  LMRDA  establishes  basic  rules  for  unions  to  follow  when 
electing  their  officers.   OLMS  investigates  officer  elections  upon  receipt  of 
a  timely  filed  complaint  from  a  member  and  must  complete  its  investigation 
within  60  days  as  required  by  the  LMRDA.   If  warranted,  OLMS  may  take  legal 
action  to  set  aside  the  challenged  election  and  order  a  new  election  under 
OLMS  supervision.   Since  these  investigations  are  initiated  only  on  a 
complaint  basis,  OLMS  can  exercise  no  control  over  the  number  or  type  of 
election  complaints  it  investigates.   Consequently,  the  staff  resources 
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devoted  to  the  election  program  vary  each  year  in  respdnse  to  the  complaint 
workload. 

Under  Section  501(c)  of  the  LMRDA,  it  is  a  Federal  crime  for  a  labor 
union  officer  or  employee  to  embezzle  funds  of  the  union.   OLMS  conducts 
complaint-based  and  agency- initiated  criminal  investigations  to  protect  and 
safeguard  union  funds  and  assets.   Union  officers  and  employees  may  be  barred 
from  holding  union  office  or  employment  for  up  to  13  years  if  convicted  of 
certain  crimes,  including  embezzlement,  and  in  many  cases  are  ordered  by  a 
U.S.  District  Court  to  make  restitution  to  the  union. 

OLMS  also  investigates  possible  criminal  and  civil  violations  of  other 
sections  of  the  LMRDA  involving  bonding,  illegal  loans  to  union  officers  and 
employees,  trusteeships,  and  other  matters. 

Compliance  Audits 

CLMS  conducts  compliance  audits  to  uncover  embezzlements  and  other 
criminal  and  civil  violations  of  the  law  and  uses  streamlined  approaches 
called  the  Compliance  Audit  Program  (CAP)  and  International  Compliance  Audit 
Program  (I-CAP)  rather  than  the  traditional  type  of  financial  audit.   CAP  and 
I-CAP  also  give  OLMS  the  opportunity  to  provide  compliance  assistance  directly 
to  union  officials  to  help  them  correct  problems  detected  during  the 
compliance  audit  and  to  prevent  any  future  LMRDA  violations.   Because  of  the 
size  and  nature  of  the  international  unions  involved,  I-CAP  compliance  audits 
require  considerable  staff  resources. 

Since  CAP  and  I-CAP  audits  are  agency- initiated ,  the  resources  devoted  to 
these  programs  fluctuate  annually  depending  on  other  workload  priorities, 
particularly  embezz Lenient  investigations  and  union  officer  election 
investigations  which  are  complaint-based. 

Reports/Public  Disclosure 

The  approximately  37,000  labor  organizations  covered  by  the  LMRDA  and 
CSRA  are  required  to  file  annual  financial  reports  with  OLMS.   Despite  OLMS 
voluntary  compliance  efforts,  some  unions  fail  to  file  annual  financial 
reports  and  OLMS  must  take  appropriate  steps  to  secure  the  reports.   In  order 
to  ensure  that  the  information  in  the  financial  reports  is  complete  and 
accurate,  OLMS  also  reviews  reports,  identifies  reporting  errors,  and  seeks 
amended  reports  as  necessary. 

Other  entities  and  individuals  (employers,  labor  relations  consultants, 
union  officers  and  employees,  and  surety  companies)  are  also  required  to  file 
reports  under  certain  circumstances.   OLMS,  if  necessary,  conducts 
investigations  to  determine  if  reports  or  amended  reports  are  due.   OLMS 
maintains  public  disclosure  facilities  at  its  National  Office  and  each  field 
office  where  required  reports  can  be  reviewed  or  copies  purchased  by  union 
members,  other  enforcement  agencies,  the  public,  employers,  and  other 
interested  parties.   OLMS  receives  and  processes  over  10,000  disclosure 
requests  annually. 
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Compliance  Assistance 

Compliance  assistance  plays  a  central  role  in  the  OLMS  enforcement 
strategy.   The  ultimate  objectives  of  compliance  assistance  are  to  reduce  the 
need  for  investigations  and  remedial  actions,  and  encourage  union  members  to 
exercise  their  rights  under  the  law.   Additionally,  well-planned  compliance 
assistance  and  liaison  activities  result  in  increased  awareness  of  possible 
statutory  violations.   OLMS  compliance  assistance  activities  include 
seminars/workshops,  mailings,  personal  visits,  distribution  of  explanatory 
publications,  and  liaison  with  international  union  officials.   Compliance 
assistance  is  also  provided  directly  to  union  officials  during  OLMS 
enforcement  activities  and  compliance  audit  programs. 

Statutory  Program 

In  addition  to  OLMS ' s  LMRDA  responsibilities,  Statutory  Program  is 
administered  to  provide  for  employee  protection  under  various  Federally- 
sponsored  transportation  programs.   The  main  responsibility  of  the  Statutory 
Program  is  to  fulfill  the  Secretary  of  Labor's  responsibilities  under  the 
Federal  Transit  Act  by  certifying  that  certain  rights  of  mass-transit 
employees  are  protected  when  Federal  funds  are  used  to  acquire,  improve,  or 
operate  a  transit  system.   Additionally,  the  Secretary  of  Labor's 
certification  is  required  for  the  release  of  funds  to  States  and 
municipalities  under  a  major  government  program  while  assuring  that  impacts  on 
employees  are  minimized. 

Budget  authority  and  FTE  usage  for  the  Office  of  Labor -Management 
Standards  during  the  last  five  years  have  been  as  follows: 


Funding 


1992   .  . 

.  .        $25,097 

369 

1993   .  . 

.  .        $26,010 

337 

1994   .  . 

.  .        $22,369 

322 

1995   .  . 

.  .        $23,997 

320 

1996   .  . 

.  .        $24,192 

284 

FY  1997  Budget  Request 

The  resources  requested  for  this  activity  in  FY  1997  total  $29,084,000 
and  276  FTE.   Included  in  this  request  are  two  program  decreases  totalling 
$591,000  and  eight  FTE  ($425,000  and  eight  FTE  related  to  streamlining 
reductions  required  by  P.L.  103-226  and  $166,000  in  administrative  reductions 
required  by  E.O.  12837).   Also  included  in  the  request  is  a  one-time  program 
increase  of  $3,800,000  to  support  the  International  Brotherhood  of  Teamsters 
(IBT)  supervised  election. 


The  request  for  $3,800,000  is  for  the  Department  of  Labor's  share  of  the 
total  FY  1997  cost  related  to  the  Justice  Department's  supervision  of  the 
International  Brotherhood  of  Teamsters  (IBT)  election  scheduled  for  December, 
1996.   OLMS  will  play  only  an  advisory  role  in  the  IBT  supervision  process. 
The  full  amount  of  this  request  for  $3,800,000  will  be  transferred  to  the 
Justice  Department  for  use  by  the  court  appointed  Independent  Election 
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Officer.   This  amount  will  be  apportioned  and  controlled  separately  if 
approved  by  Congress . 

OLMS  will  strive  to  achieve  the  reduction  of  eight  FTE,  primarily  through 
attrition  of  supervisors  and  managers  agency-wide ,  as  it  continues  to 
streamline  and  consolidate  organizationally.   To  the  extent  possible,  the 
reduction  of  FTE  will  not  involve  investigator  positions  in  order  to  avoid  a 
significant  impact  on  OLMS  criminal  and  civil  enforcement  programs. 

Regarding  program  operations,  OLMS  will  carry  out  its  statutory 
enforcement  responsibilities  by  conducting  complaint-based  and  agency- 
initiated  criminal  and  civil  investigations  to  determine  if  LMRDA  violations 
have  occurred.   Investigations  to  protect  the  financial  integrity  of  unions 
(criminal)  and  to  ensure  democratic  union  officer  elections  (civil)  will 
remain  the  program's  two  major  enforcement  activities.   Three  hundred  twenty- 
five  (325)  criminal  investigations  and  180  election  investigations  are  planned 
for  FY  1997. 

OLMS  will  also  expend  a  substantial  part  of  its  resources  to  uncover 
criminal  and  civil  violations  of  the  law  by  using  streamlined  pro-active 
compliance  audit/investigative  programs  (CAP  and  I -CAP).   In  FY  1997,  400 
compliance  audits  are  planned. 

OLMS  will  continue  to  conduct  investigations  to  determine  if  employers 
and  consultants  have  engaged  in  activities  which  require  reports  to  be  filed. 
As  in  past  years,  OLMS  will  also  make  all  LMRDA  required  reports  available  for 
public  disclosure. 

Compliance  assistance;  activities  play  a  central  role  in  the  OLMS 
enforcement  strategy  in  order  to  (1)  help  unions  comply  with  the  law  and 
thereby  reduce  the  need  for  investigations  and  remedial  actions;  and  (2) 
encourage  members  to  exercise  their  rights  under  the  law.   Compliance 
assistance  is  also  provided  directly  to  union  officials  during  OLMS 
enforcement  activities,  in  particular  as  an  integral  part  of  the  agency's 
audit/investigative  programs. 

To  supplement  traditional  compliance  assistance  activities,  OLMS  plans  to 
continue  its  emphasis  on  liaison  with  international  union  officials  to  address 
specific  LMRDA  requirements  and  improve  ongoing  compliance  by  affiliated  local 
unions.  Managers  and  supervisors  will  be  primarily  responsible  for  conducting 
liaison  activities. 

The  Statutory  Program  will  continue  to  fulfill  the  Secretary  of  Labor's 
responsibilities  under  the  Federal  Transit  Act  by  certifying  that  certain 
rights  of  mass-transit  employees  are  protected  when  Federal  funds  are  used  to 
acquire,  improve,  or  operate  a  transit  system.   The  Secretary  of  Labor's 
certification  is  required  for  the  release  of  funds  to  States  and 
municipalities  while  assuring  that  impacts  on  employees  are  minimized.   A 
total  of  1,730  certification  actions,  105  inquires,  and  77  transit  employee 
claims  are  anticipated  in  FY  1997. 
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Office  of  Labor-Management  Standards 
Workload  Statistics 


1995 
Actual 


Audits 


1996 
Estimate 


1997 

Estimate 


Financial  report  audits  399 

International  compliance  audits  4 

Compliance  audits  519 

Investigations 

Election  investigations  155 

Embezzlement  investigations  275 

Investigations 

Union  officer/employee  and  employer/ 

consultant  investigations  48 

Trusteeship  investigations   29 

Delinquent  report  investigations   ....   3,619 

Basic  and  special  investigations   218 

Deficient  financial  report 

investigations       157 

Miscellaneous 

Supervised  elections   42 

Reports  processed  35,400 

Reports  disclosed  31,195 

International  and  national  union 

liaison  activities   70 

Compliance  assistance  contacts/ 

activities   760 

Inquiries  66,293 

Freedom  of  information  act  requests  ....   178 

Legislative  reviews  71 

Interpretations  and  policy  rulings   59 

Field  Inspections  0 

Employee  Protections  Programs 

Federal  Transit  Act 


150 

7 
400 


180 
300 


100 


100 


150 

7 

400 


180 
325 


75 

75 

15 

15 

000 

2,000 

200 

175 

45 

45 

36,000 

36,000 

32,000 

32,000 

100 


600 

600 

,000 

70,000 

200 

200 

80 

90 

60 

60 

0 

0 

Urban  Program  Certification 

Actions  Processed   1,024 

Rural  Program  Certification 

Actions  Processed   530 

Airline  First-Right -of -Hire 

Program  Inquiries   100 

Claims  (Determinations) 

Arbitrated 49 


1,200 

1,200 

530 

530 

105 

105 

77 

77 
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FY  1996 

The  resources  provided  for  this  activity  in  FY  1996  total  $23,459,000  and 
266  FTE. 

OLMS  continues  to  conduct  statutorily  required  civil  and  criminal 
investigations,  with  investigations  of  union  officer  elections  (civil)  and  the 
handling  of  union  funds  (criminal)  the  two  major  enforcement  activities.  OLMS 
will  also  expend  a  substantial  part  of  its  resources  to  conduct  agency- 
initiated  compliance  audits  to  uncover  criminal  and  civil  violations  of  the 
law,  using  streamlined  pro-active  compliance  audit/investigative  programs  (CAP 
and  I -CAP) . 

OLMS  emphasizes  timely  filing  of  statutorily  required  reports  by  labor 
organizations  and  continues  to  conduct  investigations  to  determine  if 
employers  and  consultants  have  engaged  in  activities  which  require  reports  to 
be  filed  under  the  LMRDA.   The  OLMS  public  disclosure  functions  will  be 
improved  by  using  the  new  internal  procedures  and  emphasizing  customer 
service . 

The  number  of  planned  financial  report  audits  is  substantially  decreased 
to  150  in  FY  1996  from  399  in  FY  1995.   The  routine,  low  priority  desk  audits 
of  LM-3/4  labor  organization  reports  is  being  discontinued  as  a  result  of 
staff  reductions  in  the  national  office  and  program  streamlining.   Planned 
audits  for  FY  1996  and  FY  1997  are  higher  priority  desk  audits  of  reports 
filed  by  international  unions  and  other  desk  audits  needed  in  support  of 
enforcement  activity. 

Education  and  compliance  assistance  activities  will  play  a  central  role 
in  the  OLMS  enforcement  strategy  in  order  to  (1)  help  unions  comply  with  the 
law  and  thereby  reduce  the  need  for  investigations  and  remedial  actions;  and 
(2)  encourage  members  to  exercise  their  rights  under  the  law.   Compliance 
assistance  is  also  provided  directly  to  union  officials  during  OLMS 
enforcement  activities  and,  in  particular,  as  an  integral  part  of  the  agency's 
audit/investigative  programs  (CAP  and  I-CAP). 

To  supplement  traditional  compliance  assistance  activities,  OLMS 
continues  its  emphasis  on  liaison  with  international  union  officials  to 
address  specific  LMRDA  requirements  and  improve  ongoing  compliance  by 
affiliated  local  unions. 

In  FY  1996,  until  the  passage  of  the  full-year  appropriation  which 
abolished  the  Office  of  Workplace  Programs,  work  continued  to  (1)  monitor  and 
provide  status  reports  to  the  Department  and  the  White  House  on  collective 
bargaining  disputes  and  major  negotiations;  (2)  respond  to  letters  written  to 
the  Secretary  and  the  President  (approximately  110  per  month)  regarding 
collective  bargaining  disputes,  labor  relations  issues  and  employment  policy 
matters;  (3)  prepare  a  publication  that  lists,  on  a  state  by  state  basis, 
individuals,  organizations,  and  institutions  that  provide  assistance  to  public 
and  private  sector  work  places  attempting  to  convert  from  traditional  to  high 
performance  workplaces;  and  (4)  administer  Executive  Order  12954  (Striker 
Replacement) . 

The  Task  Force  on  Excellence  in  State  and  Local  Government  Through  Labor 
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Management  Cooperation,  with  the  assistance  of  OLMP  staff,  completed  its  work. 
The  final  report  of  the  Task  Force  will  be  published  on  April  30,  1996.   This 
14  member  Task  Force,  co-chaired  by  former  Governor  Florio  of  New  Jersey  and 
Mayor  Jerry  Abramson  of  Louisville,  Kentucky,  is  unanimous  in  its  view  that 
public  workplaces  must  change  from  traditional  ways  of  doing  business  and  move 
towards  workplace  cooperation,  participation  and  quality  improvement. 

In  January,  1996,  the  Department  implemented  new  Guidelines  for  the 
administration  of  the  Transit  Employee  Protection  Program,  commonly  referred 
to  as  Section  13(c).   The  Guidelines  were  revised  to  expedite  the 
certification  process  and  make  it  more  predictable.   Under  the  new  Guidelines, 
strict  time  frames  are  set  for  certification  which  will  occur  within  sixty 
days  of  the  date  the  Department  begins  processing  an  application.   The 
Department  will  continue  processing  claims  which  are  submitted  pursuant  to  the 
certified  protections.   Additional  efforts  will  focus  on  increasing  the 
efficiency  of  claims  responsibilities  and  administering  the  remaining 
responsibilities  pursuant  to  the  Airline  Rehire  Program. 

FY  1995 

During  FY  1995,  OLMS  emphasized  a  balanced  program  of  enforcement  of  the 
civil  and  criminal  provisions  of  the  LMRDA  and  related  statutes.   In  the 
criminal  enforcement  area,  OLMS  conducted  275  embezzlement  investigations;  153 
indictments  and  other  criminal  actions  were  returned;  and  148  convictions  and 
pre-trial  diversion  agreements  were  obtained. 

In  the  civil  enforcement  area,  OLMS  received  155  election  complaints  and 
29  trusteeship  complaints.   Civil  action  was  taken  in  15  cases  while  29 
additional  cases  were  settled  by  voluntary  compliance.   OLMS  also  supervised 
42  union  officer  elections  and  conducted  four  compliance  audits  of 
international  unions  and  519  CAP  audits  of  local  unions.   OLMS  closed  3,619 
delinquent  union  financial  report  cases  and  48  employer,  consultant,  and  union 
officer  and  employee  reporting  investigations  during  FY  1995.   Finally,  OLMS 
staff  conducted  830  compliance  assistance  and  liaison  activities  in  order  to 
promote  voluntary  compliance  with  the  LMRDA  and  to  complement  the  OLMS  civil 
and  criminal  enforcement  programs. 
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Changes  for  1997 
($  in  thousands) 


Activity  Changes: 


Built-in: 

Annualization  of  pay  increase 

effective  January,  1996  

Pay  increase  effective  January,  1997  .... 

Career  Ladder  Promotions  

Federal  Employees'  Compensation   

Space  Rent  

Working  Capital  Fund  

Adjustment  to  base  1995  operating  levels  .  .    1.064 
Other  non-personnel  Compensation  


107 

414 
0 

-57 
69 
25 


61 

Total  Built-in   ....  $1,683 


$4,892 
Net  Program      Y 

FTE         

Office  of  Labor-Management  Standards 

Proposal-   To  provide  the  Office  of  Labor -Management  Standards  with  $3,800,000 
SSnce  the  Department  of  Labor's  share  of  the  total  FY  1997  cost  related 
to  the  Justice  Department's  supervision  of  the  International  Brotherhood  of 
Teamsters  (IBT)  election  scheduled  for  December  1996. 

Rationale-   The  1989  Consent  Decree  in  United  States  v.  IBT  provided  for  the 
supervision  of  the  1991  and  1996  International  Union  Officer  Elections  by  an 
independent  Election  Officer.   The  Consent  Order  mandated  the  use  of  a  newly- 
devised  election  procedure,  including  direct  voting  for  International  Officers 
by   he  1  6  million  union  members.   In  1991,  the  IBT  paid  all  of  the  costs  of 
supervision.   The  Consent  Decree  states  that,  for  1996,  the  Government  can 
provide  an  independent  Election  Officer  to  conduct  the  supervision  at 
Government  expense.   The  court-appointed  Election  Officer  has  the  power  under 
the  court  decree  to  immediately  resolve  issues  relating  to  the  election 
Process    This  power  will  avoid  a  contested  election  which  would  then  require 
an  investigation  by  OLMS  under  Title  IV  of  the  LMRDA  with  the  need  for  a 
Government -supervised  election  as  the  likely  outcome. 

P.n.r.m  Effects:   The  full  amount  of  this  request  for  $3 , 800 , 000  will  be 
transferred  to  the  Justice  Department's  independent  Election  Officer    If  the 
government  fails  to  comply  with  the  Consent  Order,  it  can  be  expected  that   he 
IBT  would  sue  the  government  for  breach  of  its  agreement,  creating  a  serious 
legal  controversy.    More  importantly,  a  supervised  election  is  critical  to 

n!u re  that  this  union  be  kept  free  of  corrupting  influences.   Termination  of 
government  oversight  at  this  critical  time  would  afford  those  influences  an 


917 


opportunity  to  reassert  themselves  and  create  future  problems  for  the  Labor 
and  Justice  Departments,  including  the  likelihood  of  statutorily  required  and 
costly  investigations  and  supervision. 

Base: 

^E:  2M.  Estimate:   $25.875 

Program  Increase: 

FTE-'  — Q-  Estimate:   +$3.800 

Office  of  Labor-Management  Standards 

Proposal:   To  reduce  the  Office  of  Labor -Management  Standards  by  eight  FTE  and 
$425,000.  6 

Rationale:   The  reduction  of  eight  FTE  and  $425,000  is  required  to  comply  with 
the  streamlining  reduction  in  FTE  pursuant  to  P.L.  103-226. 

Program  Effects:   OLMS  will  achieve  the  reduction  of  eight  FTE  through 
attrition  of  non-enforcement  supervisors  and  managers  agency-wide  as  the 
program  continues  to  streamline  and  consolidate  organizationally. 

Base : 

FTE:  284  Estimate:   $25.875 

Program  Increase : 

FTE:  — ;_8  Estimate:     -$425 


Office  or  Labor -Management  Standards 

Proposal :   To  reduce  administrative  expenses  by  $166,000. 

Rationale:   To  reflect  savings  in  administrative  expenses  as  required  by 
Executive  Order  12837. 

Program  Effects:   The  effect  of  this  reduction  will  be  to  require  OLMS  to 
streamline  processes  to  offset  the  net  effect  of  built-in  increases,  primarily 
through  restrictions  on  expenditures  for  travel,  supplies,  and  equipment. 

Base: 

FTE:  284  Estimate:   $25.875 


Program  Increase: 
FTE:    0 


$166 
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NEW  POSITIONS  REQUESTED 
($  in  thousands) 


ANNUAL 
SALARY 


Activity  1:   Enforcement  of  Wage 
and  Hour  Standards 

Field  Offices 

Investigator   GS-13  15  $839 

Investigator GS-  7  169  4,414 

Clerical GS-  5  16  331 

Subtotal  Activity  1  .  .  .  .  200      $5,584 


Activity  3:   Federal  programs  for 
workers'  compensation 

National  Office 

Claims  Examiner  GS-13         3        $162 

Subtotal 3        $162 

Field  Offices 

Senior  Claims  Examiner   

Claims  Examiner  

Claims  Examiner  

Secretary  

Subtotal   67      $2,072 

Subtotal  Activity  3  .  .  .  .  70      $2,234 

Total,  New  Positions   ...  270      $7,818 


GS-13 

6 

$324 

CS-12 

10 

455 

GS-  7 

49 

1,256 

GS-  4 

2 

37 
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ADVISORY  AND  ASSISTANCE  SERVICES'1' 
(S  in  Thousands ) 


Type  of  Services  FY  1996     FY  1997 

I.  Personnel  Appointments: 

a.  Consultants  and  Experts  

b.  Advisory  Committee  Members 

II.  Contracts  (Non-personnel  appointments): 
(Advisory  and  Assistance  Services) 

-  OC  2  5.1) 


c.  Consultants  and  experts  (contract) 

d.  Management  and  Professional 
Support  Services 


$26 


S26         $26 


e.  Studies,  analyses  and  evaluations  .  .  . 

f.  Engineering  and  technical  services.  .  . 
Total 

Justification  of  1997  Request 
Activity  1.   Enforcement  of  Wage  and  Hour  Standards  ($0): 
None  . 

Activity  2. Federal  Contractor  EEO  Standards  Enforcement  (SO) 

None . 

Activity  3. Federal  Programs  for  Workers'  Compensation  ($0): 

None  . 

Activity  4.   Program  Direction  and  Support  ($0): 

These  funds  will  be  used  for  special  projects  or  consultants 
for  the  Assistant  Secretary. 

Activity  5.   Labor-Management  Standards  (SO): 
None . 

The  Cabinet  Council  on  Management  and  Administration  (CCMA)  defines 
advisory  and  assistance  services  as  those  activities  funded  under  six 
categories  of  procurements  found  in  the  Federal  Procurement  Data 
System.   These  categories  include:  (1)  Management  and  Professional 
Services,  (2)  Special  Studies  and  Analysis,  (3)  Management  and  Support 
Services  for  -Research  and  Demonstration,  (4)  Training,  (5)  Management 
Review  of  Program-Funded  Organizations,  and  (6)  Public  Relations. 
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DETAIL  OF  FULL-TIME  EQUIVALENT  EMPLOYMENT 
($  in  thousands) 


ESA-67 


1995 
Actual 


1996 
Estimate 


1997 
Estimate 


Executive  level  IV  1  1  1 

Executive  level   V  1 1 L_ 

Subtotal  2  2  2 

Exec.  Level  Salary 224  $224  $227 

ES-6  1  1  1 

ES-5               2  2  2 

ES-4  15  15  15 

ES-3  2  2  2 

ES-2  0  0  0 

ES-1  6 8 8_ 

Subtotal  26  28  28 

ES  Salary $2,710  $3,071  $3,167 

GS/GM-15  46  52  50 

GS/GM-14  180  194  190 

GS/GM-13  441  467  483 

GS-12    1.325  1,481  1,459 

GS-11  806  807  789 

GS-10  1  1  1 

GS-9   79  80  78 

GS-8  21  21  20 

GS-7       152  161  375 

GS-6  177  188  185 

GS-5    224  241  252 

GS-4  59  65  66 

GS-3  22  22  21 

GS-2  1  1  1 

GS  - 1  Q Q Q_ 

Subtotal  3,534  3,781  3,970 

Total  GS/GM  Salary $156,430  $168,180  $178,201 

Total  End-of-year 3.559  3,811  3,998 

Total,  Full-time  equivalent  (FTE) . .  3,544  3,811  3,998 
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EMPLOYMENT  STANDARDS  ADMINISTRATION 
BLACK  LUNG  DISABILITY  TRUST  FUND 

Page  No . 

Appropriation  language  and  explanation  of  language  change  1 

Analysis  of  appropriation  language   2 

Amounts  available  for  obligation   3 

Summary  of  changes   .  » 4 

Budget  authority  by  activity   5 

Budget  authority  by  object  class   6 

Black  Lung  Trust  Fund  obligations,  tax  receipts,  and  debt 7 

Significant  items  in  FY  1996  House  and  Senate 

Appropriations  Committees'  reports   8 

Amounts  in  authorizing  legislation   8 

Appropriation  history    9 

Justification: 

Appropriation    10 

Ceneral  statement    10 

Activity : 

Black  Lung  Disability  Trust  Fund   .  .  .  • 11 
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EMPLOYMENT  STANDARDS  ADMINISTRATION 
BLACK  LUNG  DISABILITY  TRUST  FUND 

Beginning   in   fiscal   year  1997  and   thereafter ,    such   sums  as  may   be 
necessary  from   Che  Black  Lung  Disability  Trust  Fund,    to  remain  available  until 
expended,    for  payment  of  all   benefits  authorized  by  section   9501(d)    (1) ,    (2), 
(A)   and    (7),    of   the  Internal   Revenue  Code  of  195U ,    as  amended;    and   interest  on 
advances   as   authorized  by  section   9501(c)(2)    of   that  Act;    and   in  addition,    the 
following  amounts   shall   be  available  from   the  Fund  for  fiscal   year  1997  for 
expenses   of  operation  and  administration  of   the  Black  Lung  Benefits  program  as 
authorized   by   section   9501(d)(5)    of   that   Act;    $26,071,000   for   transfer   to   the 
Employment   Standards  Administration,    Salaries   and  Expenses;    $19 ,621 ,000  for 
transfer   to  Departmental   Management ,    Salaries   and  Expenses;    $287,000   for 
transfer    to  Departmental   Management,    Office  of   Inspector  General;    and   $356,000 
for  payment    into  miscellaneous    receipts   for    the   expenses   of    the  Department   of 
Treasury . 

EXPLANATION  OF  CHANGE 

The  proposed  language  change  provides  indefinite  budget  authority  for  benefit 
and  interest  payments  from  the  Black  Lung  Disability  Trust  Fund.   This  change 
will  eliminate  the  need  for  drawdowns  from  the  subsequent  year  appropriation 
in  order  to  meet  current  year  compensation,  interest,  or  other  benefit 
payments.   The  proposed  language  changes  also  provide  definite  budget 
authority  for  the  payment  of  administrative  expenses* associated  with  the 
operation  and  administration  of  the  Trust  Fund. 
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ANALYSIS  OF  APPROPRIATION  LANGUAGE 


"Beginning   in   fiscal   year  1997 
and   thereafter ,  such  sums  as 
may  be  necessary  from   the 
Black  Lung  Trust   Fund,    to 
remain   available   until 
expended ,    for  payment   of  all 
benefits   authorized  by  section 
9501(d)    (1),    (2),     (4)    and    (7), 
of   the   Internal   Revenue 
Code ..." 


This  language  provides  indefinite 
budget  authority  for  the  payment  of 
all  benefits  from  the  Trust  Fund. 


"...  and   interest   on   advances 
as   authorized  by  section 
9501(c)(2)   of   that  Act..." 

"...  for  expenses   of  operation 
and  administration  of   the 
Black  Lung  Benefits  program  as 
authorized  by   section 
9501(d)(5)    of   that   Act..." 


This  language  provides  for  interest 
payments  on  advances  from  the  Trust 
Fund. 

This  language  provides  for  the 
payment  of  administrative  costs 
associated  with  the  operation  and 
administration  of  the  Trust. 
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BL  TRUST -3 

AMOUNTS  AVAILABLE  FOR  OBLIGATION 
($  in  thousands) 

1995 
Comparable         1996  1997 

Appropriation^'   ....       $994,864        $996,763  $46,335 

Appropriation 

indefinite  V 206       756  961,655 

Appropriation  available 

in  prior  year -20,000 

Cash  award  reduction 
pursuant  to  P.L.  103-333  -59 

Rescission  pursuant  to 
P.L.  104-19 -504 

A.  Revised 

Appropriation   .  .  .         974,507         997,519  1,008,000 

B.  Gross  Budget 

Authority   974,507         997,519  1,008,000 

C.  Budget  Authority 

before  Committee  .  .         974,507         997,519  1,008,000 

Unobligated  balance 
of  Budget  Authority 
available,  start 
of  year 41.884  29,087 

Unobligated  balance 
of  Budget  Authority 
available ,  end 
of  year -29,087         -29,087 

Unobligated  balance 

expiring i^i        '-^-^  ~-^- 

D   Total,  estimated 

obligations  V      .     .     .  $987,305        $997,519         $1,008,000 

i'   Definite  appropriation  for  all  administrative  expenses  beginning  in 
FY  1997. 

2'   Indefinite  appropriation  for  all  benefit  payments  beginning  in  FY  1997. 
H      Detail  may  not  add  to  totals  due  to  rounding. 


BL  TRUST -4 
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SUMMARY  OF  CHANGES 
($  in  thousands) 


Budget  Authority: 
Total  


1996 
$997,519 


1997 
$1,008,000 


Net  Change 
+$10,481 


Explanation  of  Change: 

Increases  : 

A.   Built-in: 

To  provide  for  increased  interest 
on  advances  

Total  Increase   

Decreases : 

A.   Built-in: 

To  provide  for  a  decrease  in 
benefit  payments   

To  provide  for  a  decrease  in 
administrative  expenses 

Total  Decrease   

Total  Change   


Estimated 
Obligation.'; 


+$21,000 
+$21,000 


-$8,829 

-$1,690 
-$10,519 
+$10,481 
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BL  TRUST -8 


SIGNIFICANT  ITEMS  IN  FY  1996 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES' 


REPORTS 


I  terns 


Action  Taken  or  To  Be  Taken 


1996  House  Report  (No.  104-209) 
No  specific  action  recommended. 

1996  Senate  Report  (No.  104-145) 
No  specific  action  recommended. 

1996  Senate  Report  (No.  104-236) 
No  specific  action  recommended. 

1996  Conference  Report  (No.  104-537) 
No  specific  action  recommended. 


AMOUNTS  IN  AUTHORIZING  LEGISLATION 
($  in  thousands) 


Legislation 


Budget  Request 
1996        1997 


Authorizing  legislation  containing 
specific  authority 

Black  Lung  Benefits  Revenue  Act  of 
1977,  P.L.  95-227  as  amended  in 
1981  by  P.L.  97-119,  30  U.S.C. 
901  et.  seq. 

Consolidated  Omnibus  Budget 
Reconciliation  Act  of  1985, 
approved  April  7,  1986  P.L.  99-272, 
26  U.S.C.  4121,  9501 

Omnibus  Budget  Reconciliation  Act 
of  1987,  signed  December  22,  1987, 
P.L.  100-203,  Code  No.  101  Stat.  1330 


Total  $997,519   $1,008,000 
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APPROPRIATION  HISTORY  ±' 
($  In  thousands) 


Budget 


Estimates  to 

House 

Senate 

Congress 

Allowance 

Allowance 

Appropriation 

1987   .  . 

231,538 

234,538 

234,538 

235,740 

1988   .  . 

647,444 

646,842 

649,169 

649,169 

1989   .  . 

688,214 

688,214 

691,394 

688,624  I1 

1990   .  . 

640,326 

640,326 

640,985 

640,985  V 

1991   .  . 

914,837 

918,796 

918,796 

918,462   ±' 

1992   .  . 

917,192 

917.192 

917,192 

917,192 

1993   .  . 

943,027 

944,027 

944,027 

944,027  5/ 

1994   .  . 

1 

,001,575 

1,001,575 

1,002,175^' 

1,021,612  i'H 

1995   .  . 

995,524 

994,864 

994,864 

974,301   2' 

1996   .  . 

998,080 

995,447 

996,763 

996,763   2' 

1997   .  . 

1 

,008,000 

Appropriation  history  data  do  not  include  indefinite  appropriation  for  the 
Department  of  Che  Treasury  (FY  1987  -  FY  1996).   Beginning  in  FY  1997 
Treasury's  appropriation  will  be  a  definite  amount;  however,  it  will 
continue  to  be  excluded  from  the  DOL  Black  Lung  Trust  Fund  appropriation 
history  table. 

Reflects  $688,000  across-the-board  reduction  pursuant  to 
P.L.  100-436  and  transfer  of  $1,445  to  Departmental 
Management,  Salaries  and  Expenses  pursuant  to  P.L.  101-45. 
Reflects  $3,000  reduction  pursuant  to  P.L.  99-177. 
Reflects  a  reduction  of  $335,000  pursuanc  to  P.L.  101-517. 
Reflects  an  increase  of  $1,000,000  in  administrative  expenses  for 
transfer  to  the  Employment  Standards  Administration  pursuant  to 
P.L.  102-394. 
Reflects  an  increase  of  $600,000  in  administrative  expenses  for  transfer 

to  the  Employment  Standards  Administration  pursuant  to  P.L.  103-112. 
Reflects  $20,000,000  in  subsequent  year  (FY  1995)  budget  authority. 
Reflects  $20,000,000  available  in  prior  year  (FY  1994),  a  reduction  of 
$59,000  for  awards  and  a  procurement  reduction  of  $353,000  pursuant  to 
P.L.  103-333.   Also  includes  a  reduction  of  $504,000  in  administrative 
expenses  pursuant  to  P.L.  104-19. 
Reflects  final  Conference  Action. 
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EMPLOYMENT  STANDARDS  ADMINISTRATION 
BLACK  LUNG  DISABILITY  TRUST  FUND 

JUSTIFICATION 
($  in  thousands) 

1996         1997        Difference 
Conference    Estimate      1996/1997 


Disabled 
coal 
miners ' 
benefits 

Adminis- 
trative 
expenses 

Interest  on 
advances 

Total 
Budget 
Authority 


$505,494  $496,665  -$8,829 

48,025  46,335  -1,690 

444.000  465.000  +21.000 

$997,519  $1,008,000  +$10,481 


GENERAL  STATEMFNT 

The  Black  Lung  Disability  Trust  Fund  was  established  under  the  Black 
Lung  Benefits  Revenue  Act  of  1977  and  is  jointly  administered  by  the 
Secretaries  of  Labor,  Treasury,  and  Health  and  Human  Services.   The  Fund 
provides  for  payment  of  benefits,  administrative  expenses,  and  interest  on 
repayable  advances  related  to  the  operation  of  the  program.   Resources  for 
the  Fund  are  derived  from  an  excise  tax  on  each  ton  of  coal  sold  or  used 
reimbursements  and  interest,  as  well  as  fines  and  penalties  assessed 
responsible  mine  operators,  and  when  needed,  funds  transferred  from  the 
Advances  to  the  Unemployment  Trust  Fund  and  Other  Funds  appropriation  account 
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BLACK  LUNG  DISABILITY  TRUST  FUND 
($  in  thousands) 

1996  1997       Difference 

Conference      Estimated      1996/1997 

$997,519     $1,008,000        +$10,481 


Introduction 

The  Black  Lung  Disability  Trust  Fund  was  established  by  the  Black  Lung 
Benefits  Revenue  Act  of  1977,  as  amended  December  29,  1981,  companion 
legislation  to  the  Black  Lung  Benefits  Reform  Act  of  1977,  to  implement  the 
shift  of  fiscal  responsibility  for  Black  Lung  benefit  payments  from  the 
Federal  Government  to  the  coal  industry.   The  Consolidated  Omnibus  Budget 
Reconciliation  Act  of  1985  (COBRA),  enacted  April  7,  1986,  included  an 
increase  in  the  coal  tax  and  a  five-year  forgiveness  of  interest  payments  to 
the  Treasury  on  General  Fund  advances  to  the  Trust  Fund.   Under  COBRA,  the 
coal  excise  tax  increased,  effective  April  1,  1986,  through  December  31,  1995, 
from  $1.00  to  $1.10  per  ton  on  underground-mined  coal  and  from  50  to  55  cents 
per  ton  on  surface-mined  coal,  in  either  case  noc  to  exceed  4.4  percent  of  the 
sale  price.   The  legislation  also  provided  for  a  five-year  moratorium  on  the 
current  interest  payments  on  the  cumulative  indebtedness  of  the  Trust  Fund, 
retroactive  to  October  1,  1985.   The  five-year  moratorium  on  interest  payments 
ended  on  September  30,  1990.   The  Omnibus  Budget  Reconciliation  Act  of  1987 
continued  the  current  tax  structure  until  2014;  it  will  then  revert  to  the 
1978  levels. 

The  Trust  Fund  pays  all  Part  C  Black  Lung  benefits,  including  income 
maintenance  and  medical  benefits,  when  no  coal  mine  operator  can  be  held 
liable  for  payments.   Income  maintenance  payments  are  based  on  thirty-seven 
and  a  half  percent  of  the  GS-2,  Step  1  salary  level.   The  Fund  also  pays  all 
costs  incurred  by  the  Departments  of  Labor,  Treasury,  and  Health  and  Human 
Services  in  administering  Part  C  of  the  Black  Lung  benefits  program  and 
operating  the  Trust  Fund. 

Funding  for  this  activity  during  the  last  five  years,  excluding  the 
indefinite  appropriation  for  the  Department  of  Treasury,  has  been  as  follows: 

1992 $917,192 

1993 $944,027 

1994 $1,021, 612 

1995 $974,301 

1996 $996,763 
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1997  Budget  Request 

A  total  of  $1,008,000,000  is  needed  to  meet  FY  1997  obligations  which 
include  $496,665,000  for  compensation  and  medical  treatment  payments  to  77,000 
beneficiaries,  $46,335,000  for  administrative  costs,  and  $465,000,000  for 
interest  payments  on  advances.   The  interest  payments  are  required  due  to  the 
accrued  $5.5  billion  dollars  advanced  to  the  Black  Lung  Disability  Trust  Fund 
to  meet  the  shortfall  in  financing  from  the  coal  excise  taxes. 

Department  of  Treasury  tax  receipt  estimates  are  based  on  Department  of 
Energy  coal  production  estimates.   In  FY  1997,  tax  receipts  are  expected  to 
total  approximately  $633,000,000  and  miscellaneous  receipts  are  expected  to 
total  approximately  $2,000,000.   An  additional  $373,000,000  in  General  Funds 
advances  from  the  Advances  to  the  Unemployment  Trust  Fund  and  Other  Funds 
appropriations  account  will  be  required  to  provide  an  adequate  cashflow 
throughout  the  year.   In  addition  to  these  receipts,  reimbursements  from 
responsible  mine  operators  are  expected  to  reach  $7,100,000. 


A  total  of  $997,519,000  will  be  needed  to  meet  Trust  Fund  obligations  in 
FY  1996.   This  includes  $505,494,000  for  benefit  and  medical  treatment 
payments  to  81,500  beneficiaries;  $48,025,000  for  administrative  costs,  and 
$444,000,000  for  interest  payments  on  advances.   Coal  tonnage  tax  receipts  are 
expected  to  be  $620,000,000.   Reimbursements  from  responsible  coal  mine 
operators  are  projected  to  amount  to  $7,300,000. 

Included  in  the  FY  1996  amount  is  $29,087,000  in  budget  authority  carried 
over  from  FY  1995. 


Total  Trust  Fund  obligations  in  FY  1995  amounted  to  $987,305,000,  which 
included  $517,147,000  in  benefit  payments  to  86,524  beneficiaries,  $51,502,000 
for  administrative  costs,  and  $418,656,000  in  interest  payments  on  advances. 
Tax  receipts  totaled  $607,885,000,  miscellaneous  receipts  were  $3,923,000,  and 
$375,100,000  in  Federal  advances  were  required.   Reimbursements  from 
responsible  coal  mine  operators  amounted  to  $7,851,000. 
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EMPLOYMENT  STANDARDS  ADMINISTRATION 
SPECIAL  BENEFITS 


Appropriation  language 
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EMPLOYMENT  STANDARDS  ADMINISTRATION 
SPECIAL  BENEFITS 

For  the  payment  of  compensation,    benefits,    and  expenses    (except 
administrative  expenses)   accruing  during  the  current  or  any  prior  fiscal  year 
authorized  by  chapter  81    of   title  5   of   the  United  States   Code;    continuation  of 
benefits  as  provided  for  under  the  head  "Civilian  War  Benefits"    in   the  Federal 
Security  Agency  Appropriation  Act,    1947;    the  Employees'    Compensation 
Commission  Appropriation  Act.    1944;    and  sections  4(c)    and  5(f)    of   the  War 
Claims  Act  of   1948    (50  U.S.C.    App.    2012);    and  50  per  centum  of    the  additional 
compensation  and  benefits  required  by  Section  10(h)   of   the  Longshore  and 
Harbor  Workers'    Compensation  Act,    as  amended,    $213,000,000,    together  with  such 
amounts  as  may  be  necessary   to  be   charged   to   the  subsequent  year  appropriation 
for   the  payment   of  compensation  and  other  benefits  for  any  period  subsequent 
to  August    15   of   the  current   year:    Provided,    That   amounts  appropriated  may  be 
used  under  section   8104  of    title  5,    United  States   Code,    by   the  Secretary   to 
reimburse  an   employer,    who    is   not    the   employer  at    the    time  of   injury,    for 
portions  of   the  salary  of  a   reemployed,    disabled  beneficiary:    Provided 
further.   That  balances  of  reimbursements  on  September  30.    1996.    shall   remain 
available  until    expended  for    the  payment  of  compensation,    benefits,    and 
expenses:    Provided  further.    That   in  addition   there  shall   be   transferred   to 
this  appropriation  from  the  Postal    Service  and  from  any  other  corporation  or 
instrumentality  required  under  section  8147(c)    of    title  5.    United  States  Code, 
to  pay  an  amount   for   its  fair  share  of   the   cost   of  administration,    such  sums 
as   the  Secretary  of  Labor  determines   to  be   the  cost  of  administration  for 
employees  of  such  fair  share   entities   through  September  30.    1997.    of  which 
$11,390,000  shall    be  made  available   to   the  Secretary  of  Labor  for  expenditures 
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SB-2 

relating   to  capital   improvements   in  support  of  Federal   Employees'    Compensation 
Act  administration,    and   the  balance  of  such  funds  shall   be  paid  into   the 
Treasury  as  miscellaneous   receipts:    Provided  further.    That   the  Secretary  may 
require   that  any  person  filing  a  notice  of  injury  or  a   claim  for  benefits 
under  chapter  81   of   title  5,    United  States  Code,    or  under  33,    U.S.C..    901,    et 
seq. ,    provide  as  part   of  such  notice  and  claim,    such   identifying   information 
(including  Social   Security  account  number)   as  such  regulations  may  prescribe. 
(5  U.S.C.    8167;    8191-93;    33   U.S.C.    901.    944(a);    42  U.S.C.    1701.) 
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ANALYSIS  OF  APPROPRIATION  LANGUAGE 


SB-3 


"...  together  with  such 
amounts  as  may  be  necessary   to 
be  charged   to   the  subsequent 
year  appropriation  for   the 
payment  of  compensation  and 
other  benefits  for  any  period 
subsequent   to  August   15  of   the 
current  year:    ..." 


"....  Provided,    That  amounts 
appropriated  may  be  used  under 
section  8106  of   title  5, 
United  States  Code,    by  the 
Secretary    to  reimburse  an 
employer ,    who   is   not    the 
employer  at   the   time  of 
injury,    for  portions  of   the 
salary  of  a   reemployed , 
disabled  beneficiary:     ..." 


This  language  provides  authority  to  advance 
funds  from  the  next  fiscal  year 
appropriation  anytime  between  August  15  and 
September  30  of  the  current  year.   It 
enables  the  Employment  Standards 
Administration  to  meet  any  immediate 
shortage  of  funds  during  this  period 
without  having  to  request  additional 
resources  through  a  supplemental 
appropriation. 

This  language  provides  authority  to  use  the 
FECA  fund  to  pay  a  portion  of  the  salary  of 
a  newly  reemployed  injured  Federal  worker 
receiving  long-term  benefits.   New 
employers  will  be  reimbursed  during  the 
first  three  years  of  employment  in  amounts 
up  to  75%  of  salary  in  the  workers'  first 
year,  declining  thereafter.   The  total 
amount  of  salary  reimbursement  and 
compensation  in  a  given  year  will  not 
exceed  the  total  amount  which  would  be  paid 
to  the  claimant  in  wage  loss  compensation 
at  the  total  rate.   Such  reimbursement 
shall  be  charged  to  the  Federal  Employees' 
Compensation  Fund,  as  are  other  costs  of 
rehabilitating  and  arranging  reemployment 
of  FECA  recipients.   The  incentive  of 
assisted  reemployment  increases  the 
possibility  that  job  offers  will  be  made  to 
current  FECA  beneficiaries  who  have  been 
difficult  to  place  with  their  former 
employer. 


"...  Provided  further.    That 
balances  of   reimbursements   on 
September  30,    1996,    shall 
remain   available   until 
expended  for   the  payment    of 
compensation,    benef its ,  and 
expenses    ..." 


"...  Provided  further.    That 
in  addition    there   shall    be 
transferred    to    this 
appropriation   from   the  Postal 
Service  and  from  any  other 
corporation  or   instrumentality 


This  language  provides  authority  to  carry 
over  an  unobligated  balance  of  deposits  to 
the  FECA  account  at  the  end  of  the  fiscal 
year  for  use  the  following  fiscal  year.   If 
this  proviso  were  not  in  this  language,  any 
unobligated  deposits  remaining  at  the  end 
of  the  fiscal  year  would  lapse  to  Treasury 
and  therefore  be  unavailable  to  the 
Employment  Standards  Administration  as 
resources  to  offset  compensation,  medical 
and  other  benefit  payments  and  expenses. 

This  language  provides  that  those  funds 
paid  by  the  Postal  Service,  the  Tennessee 
Valley  Authority,  and  other  entities 
required  to  pay  their  "fair  share"  of  the 
costs  of  administering  the  claims  by  their 
employees  under  the  Federal  Employees' 
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required  under  section  8147(c) 
of  title   5,  United  States 
Code,    to  pay  an  amount  for  its 
fair  share  of  the  cost  of 
administration ,    such   sums  as 
the  Secretary  of  Labor 
determines   to  be   the  cost  of 
administration  for  employees 
of  such  fair  share  entities 
through  September  30,    1997,    of 
which  $11,390,000  shall   be 
made  available   to   the 
Secretary  of  Labor  for 
expenditures  relating  to 
capital   improvements   in 
support   of  FECA 
administration,    and   the 
balance  of  such  funds   shall   be 
paid  into  Treasury  as 
miscellaneous   receipts.     .     ." 


Compensation  Act,  shall  be  paid  into  the 
Special  Benefits  Account  of  the  Employees' 
Compensation  Fund.   It  further  provides 
that  $11,390,000  of  those  funds  shall  be 
made  available  to  the  Secretary  of  Labor 
for  expenditures  on  capital  improvements 
relating  to  upgrading  and  enhancement  of 
hardware  and  software  of  the  (Federal 
Employees'  Compensation)  computer  system. 
The  balance  of  the  "fair  share"  funds  shall 
revert  to  Treasury. 


"...  Provided  further,    That 
the  Secretary  of  Labor  may 
require    that   any  person   filing 
a  notice  of   injury  or  a   claim 
for  benef its   under   chapter  81 
of   title   5.    United  States 
Code, ,    Chapter  81,    or  under 
33 ,    U.S.C.  ,    901 ,    et   seq.  , 
provide  as   part   of   such  notice 
and  claim,    such    identifying 
information    (including  Social 
Security  account  number)    as 
such   regulations  may 
prescribe . 


This  language  provides  authority  to  require 
disclosure  of  Social  Security  account 
numbers  (SSNs)  by  individuals  filing  claims 
under  che  Federal  Employees'  Compensation 
Act  (FECA)  or  the  Longshore  and  Harbor 
Workers'  Compensation  Act  (LHWCA)  and  its 
extensions.   By  this  authority,  FECA  and 
LHWCA  will  convert  specific  claim  numbering 
systems  to  ones  using  social  security 
numbers.   The  General  Accounting  Office  has 
recommended  che  use  of  SSNs  as  case 
identifiers.   Their  use  will  help  prevent 
duplicate  claims  being  filed  by  the  same 
claimant  in  different  district  offices  and 
make  it  easier  to  match  data  from  different 
benefit  programs  to  detect  errors 
(including  fraud),  consistent  with 
Congressional  mandates  to  do  so .   A 
legislative  change  is  needed  because  the 
Privacy  Act  prevents  agencies  from 
requiring  disclosure  of  SSNs  unless 
disclosure  is  required  by  Federal  statute. 
(See  Privacy  Act.  Dec.  31,  1974,  P.L.  93- 
579,  section  7,  Stat.  1909.) 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 
($  in  thousands) 


Appropriation   .  . 

Appropriation 
available  in 
prior  year   .  .  . 

A.  Subtotal, 
appropriation 

Offsetting 

collections  from: 
Federal 
agencies   .  .  . 

B.  Gross  Budget 

Authority  ... 

Unobligated  balance 
of  receipts 
available,  start 
of  fiscal  year:  .  . 

C.  Obligational 

Authority  before 
the  Committee  .  . 

Unobligated  balance 
of  receipts 
available,  end  of 
fiscal  year:   .  .  . 

D.  Total,  estimated 

obligations    .  . 


1995  1996  1997 

$258,000       $218,000       $213,000 


258,000  218,000  213,000 

1.807.157  1.895.000  1.876.000 

2.065,157  2,113,000  2,089,000 

511.519  687.054  648. 054 

$2,576,676  2,800,054  2,737,054 

-687.054  -648.054  -738.054 

$1,889,622  2.152,000   •  $1,999,000 
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Obligational 
Authority 


SUMMARY  OF  CHANGES 
($  in  thousands) 


Total 


1996 

S2. 800 .054 
$2,800,054 


1997 

S2. 737.054 
$2,737,054 


Net  Change 

-S63.000 
-$63,000 


Explanation  of  Change: 
Decreases 

A.  Built  In: 

Federal 
Employees ' 
Compensation 
Act  benefits 

B.  Carryover 

from  fiscal 
year  1996   .  .  . 


Offsetting 
Collections 
General   from  Federal 
Funds     Agencies       Total 


5,000      -19.000     -24,000 


39.000     -39.000 


Total  Change 


-$5,000 


58,000    -$63,000 

r 
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BUDGET  AUTHORITY  BY  OBJECT  CLASS 
($  in  thousands) 


25.2   Other  Services 
31.0   Equipment  .  .  . 


42.0   Insurance  claims 
and  indemnities 

Subtotal*'    .... 

Unobligated  balance 
available,  start 
of  year   

Unobligated  balance 
available ,  end 
of  year   

Amount  draundown 
from  subsequent 
year  ...    ... 

Amount  drawndown 
in  prior  year   .  . 

Deduct : 
Offsetting 
collections 
from  Federal 
Agencies  .  . 

Total ,  budget 
authority  by 
object  


1995 
Actual 

$1,363 

3.921 

1.884.338 
1,889,622 

-511,519 

+687,054 


>7  .  157 


$258,000 


1996 

Conference 

$4,000 
15,383 

2.132.617 
2,152,000 

-687.054 

+648,054 


1.895.000 


$218,000 


1997 
Estimate 

$676 

10.714 

1.987.610 
1.999,000 

-648,054 


$213,000 


1/   Includes  capital  improvements  totalling  $5  284  in  FY  1995,  $19,383  in 
FY  1996.  and  $11,390  in  FY  1997. 
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SIGNIFICANT  ITEMS  IN  FY  1996 
HOUSE  AND  SENATE  APPROPRIATION  COMMITTEES'  REPORTS 

i^SS  Action  taken  or  Co  be  taken 

1996  House  Report  (No.  104-209) 

No  specific  action  recommended . 

1996  Senate  Report  (No.  104-145) 
No  specific  action  recommended. 

1996  Senate  Report  (No.  104-236) 
No  specific  action  recommended. 

1996  Conference  Report  (104-537) 
No  specific  action  recommended. 


AMOUNTS  IN  AUTHORIZING  LEGISLATION 
($  in  thousands) 

.  ,  Budget  Request 

Legislation  I996      lg9? 

Authorizing  legislation  containing 
specific  authority 

Federal  Employees'  Compensation  Act, 
approved  September  7,  1916, 
5  U.S.C.  8147,  8191-93 

War  Hazards  Compensation  Act  of 
1942,  as  amended,  42  U.S.C.  1701 


SB-9 


War  Claims  Act  of  1948,  50  U  S  C 
2001-3013  .  .  . 


$214,000   $209,000 


Longshore  and  Harbor  Workers' 

Compensation  Act,  approved  March  4, 

1927,  Section  44(a)  and  44(j),  as 

amended  in  1972  by  PL.  92-576,  as 

amended  September  28,  1984  by 

PL   98-426.  33  U.S.C.  901,  944(a)   ....     $4,000    $4,000 


944 


SB-10 

APPROPRIATION  HISTORY 

($  in  thousands) 

Budget 

Estimates  to  House  Senate 

Congress  Allowance    Allowance   Appropriation 

1987   263,600  263,600  263,600      263,600 

1988   174,000  257,177  174,000      174,000 

1989   292,000  292,000  255,000      255,000 

1990   255,000  255,000  255,000      255,000 

1991   322,000  322,000  322,000      322,000 

1992   192,000  192,000  192,000      192,000 

1993   290,000  290,000  290,000      290,000 

1994   279,000  279,000  279,000      279.000 

1995   258,000  258,000  258,000      258.000 

1996   218.000  218,000  218,000      218.000 

1997 213.000 
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EEBBEAL  EMPLOYEES'  COMPENSATION  ACT  BENEFITS 
($  in  thousands) 

1996  1997  Difference 

Conference  V  Estimate  V  1996/1997 

$2,796,054        $2,733,054  -$63,000 


A'  Included  in  1996  Estimate  above: 
Unobligated  balance  of  receipts 
available,  start  of  fiscal  year:   $687,054 

2'  Included  in  1997  Estimate  above: 
Unobligated  balance  of  receipts 
available,  start  of  fiscal  year:   $648,054 


Introduction 

The  Federal  Employees'  Compensation  Act  (FECA)  provides  payment  of 
benefits  to  Federal  civilian  employees  of  the  United  States  who  are  disabled 
as  a  result  of  injury  or  illness  sustained  in  the  performance  of  duty,  and  to 
the  dependents  of  disabled  employees  in  case  of  death  resulting  from  such 
injury  or  illness.   Under  extensions  of  the  Act,  benefits  are  also  paid  to 
certain  groups  such  as  non- Federal  law  enforcement  officers,  Job  Corps 
enrollees,  and  certain  Federally-supported  volunteers.   The  principal  costs  of 
the  program  are  compensation  benefits  for  permanent  disability  and  death. 
Factors  influencing  the  cost  of  compensation  benefits  and  medical  expenses 
include  the  number  of  covered  employees;  the  wage  levels  on  which  compensation 
is  based:  the  severity  and  frequency  of  injuries;  the  cost  of  medical  care; 
cose -of -  living  changes  based  on  changes  in  the  Consumer  Price  Index;  and  the 
number  of  employees  choosing  this  compensation  instead  of  using  sick  or  annual 
leave.   To  keep  current  with  the  continuing  changes  occurring  in  the  FECA  cost 
components,  the  Department  has  been  using  an  econometric  model  to  forecast 
benefit  expenditures.   Resources  needed  to  meet  required  payments  of  benefits 
from  the  Special  Benefits  fund  are  composed  of  direct  appropriations  and 
reimbursements  from  other  Federal  and  non-Federal  agencies  for  the  cost  of 
compensation  and  medical  care  incurred  by  the  Department  of  Labor  on  behalf  of 
chese  employees.   Beneficiaries  receive  payments  on  a  four-week  cycle  based  on 
a  program  year  beginning  July  1st.  so  there  are  thirteen  payments  made  during 
a  fiscal  year  under  normal  circumstances. 

In  FY  1989  the  Department  of  Labor  assumed  responsibility  for 
administering  the  FECA  program  for  employees  of  the  Panama  Canal  Commission 
(PCC).   A  fund  has  been  established  to  provide  for  the  accumulation  of  funds 
to  meet  the  PCC's  obligations  to  pay  FECA  expenses  for  its  employees.   The  PCC 
will  make  regular  deposits  into  the  fund  to  cover  the  continuing  FECA  costs 
for  its  employees  after  the  PCC  is  dissolved  on  December  31,  1999. 
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The  Appropriation  for  FECA  activity  during  the  last  five  years  has  been 
as  follows  ($  in  thousands) : 

1992 188,000 

1993 286,000 

1994 275,000 

1995 254,000 

1996 218,000 

1997  Budeet  Request 

The  Federal  Employees'  Compensation  Act  program's  priorities  are  to 
ensure  that  injured  workers  promptly  receive  benefits  co  which  they  are 
entitled  and  are  assisted  to  return  to  work,  that  eligibility  claims  receive 
timely  response,  and  that  Federal  agencies  are  made  aware  of  and  trained  in 
their  responsibilities  for  processing  claims  resulting  from  injuries  incurred 
by  the  employees,  for  promoting  rehabilitation  and  reemployment  of  injured 
employees,  and  for  managing  the  compensation  costs  associated  with  these 
injuries.   The  Employment  Standards  Administration  accomplishes  the  latter  by 
providing  agencies  with  technical  assistance.   Benefit  payments  are  expected 
to  be  $1,983,610,000  with  employing  agency  reimbursements  projected  at 
$1,876,000,000. 

Since  April  1992,  Periodic  Roll  Management  (PRM)  Project  teams  in  four  of 
FECA's  twelve  district  offices  have  screened  over  31,000  long-term  disability 
cases  to  determine  potential  for  return  to  work  or  where  job-related  injuries 
have  resolved.   Following  on  National  Performance  Review  recommendations  to 
expand  the  project  to  the  remaining  eight  district  offices,  five  more  district 
offices  received  project  teams  in  FY  1995.   Results  since  the  project  began 
have  well  exceeded  OWCP's  original  estimates  with  over  $115  million  in 
compensation  savings  to  date.   These  savings  have  contributed  significantly  to 
the  gradual  reduction  of  the  Department  of  Labor  appropriation  for  FECA 
benefits  from  $318,000,000  in  FY  1991  to  $209,000,000  in  FY  1997. 

The  FY  1997  budget  requests  $3,500,000  and  an  additional  70  term  staff  to 
complete  the  expansion  of  the  PRM  Project.   The  final  expansion  will  add 
another  nearly  $2,300,000  in  savings  in  FY  1997  and  $78,000,000  through 
FY  2002.   Potential  PRM  Projecc  savings  for  all  twelve  offices  are  estimated 
to  be  over  $590,000,000  through  FY  2002. 

Unobligated  balances  of  receipts  at  the  start  of  year  are  estimated  to  be 
$684,054,000  with  an  end-of-year  unobligated  balance  projected  at 
$738,054,000.   Unobligated  balances  at  the  end  of  each  fiscal  year  are  a 
result  of  the  requirement  of  Public  Law  101-166  that  the  Postal  Service 
reimbursement  for  compensation  expenses  be  made  during  the  same  fiscal  year  in 
which  they  receive  the  bill  for  those  expenses.   The  Postal  Service 
reimbursement  is  received  late  in  the  fiscal  year,  resulting  in  an  unobligated 
balance  at  the  end  of  the  fiscal  year. 
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In  FY  1995,  FECA  was  granted  funding  of  $5,299,000  to  begin  a  four-year 
project  to  replace  the  major  hardware  which  supports  its  automated  management 
information  systems.   Equipment  replacement  will  provide  the  FECA  system  with 
greater  support  for  program  management  and  increased  efficiency  and  expanded 
capabilities  for  system  operation  and  workload  processing.   A  major 
improvement  to  the  current  system,  this  acquisition  will  permit  on-line 
communication  with  other  private  and  governmental  agencies  for  claims  and 
medical  processing  through  Electronic  Data  Interchange  technologies. 

To  fund  this  procurement,  a  change  to  appropriations  language  was 
approved  for  FY  1995  and  beyond  to  allow  the  Secretary  of  Labor  to  collect  the 
administrative  cost  assessment  from  each  of  the  agencies  defined  in  Section 
8147(c)  with  the  authority  to  deposit  into  the  Special  Fund  amounts  needed  to 
fund  capital  investment  projects.   The  balance  of  the  assessments  collected 
which  are  not  identified  for  expenditure  would  be  deposited  into  the  Treasury. 
For  FY  1997,  FECA  is  requesting  a  total  amount  of  $11,390,000  for  the  third 
phase  of  the  project. 

Federal  Employees'  Compensation  Act 

Workload  Statistics 

FY  1995     FY  1996     FY  1997 
Workload  Actual     Estimate    Estimate 

Cases  Received  180,350  180,000  180,000 

Wage  Loss  Claims  21,755  20,000  20,000 

Periodic  Payment  Cases  59,605  59,600  59,000 

Compensation  &  Medical  2,420,501  2,400,000  2,000,000 
Payments 


Ob-ligations  are  expected  to  total  $2,148,000,000  in  FY  1996.   The  PRM 
Project  is  expected  to  produce  another  $5.8  million  in  new  savings  in  FY  1996. 
Improved  medical  management  and  reemployment  of  injured  workers  continue  to 
receive  special  emphasis  under  the  Quality  Case  Management  program,  resulting 
in  more  people  returning  to  work. 

1995 

In  FY  1995,  funds  in  the  amount  of  $1,886,038,000  were  obligated  for 
claimants  or  their  survivors  eligible  for  benefits,  which  is  a  1.4  percent 
increase  above  the  previous  year's  obligations  of  $1,859,350,000. 
63  placements  were  made  in  the  Assisted  Reemployment  Project  in  FY  1995. 
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LONGSHORE  AND  HARBOR  WORKERS'  COMPENSATION  ACT  BENEFITS 
($  in  thousands) 

1996        1997      Difference 
Conference   Estimate     1996/1997 

$4,000      $4,000 


Introduction 

Section  10(h)  of  the  amended  Longshore  and  Harbor  Workers'  Compensation 
Act  (LHWCA)  authorized  annual  adjustments  in  compensation  to  beneficiaries  in 
cases  of  permanent  total  disability  or  death  occurring  on  or  prior  to 
October  27,  1972,  with  the  Federal  Government  paying  half  the  costs  of  the 
annual  increase  for  compensating  those  cases.   Direct  appropriation  provides 
the  necessary  resources  to  meet  the  required  annual  increase  in  benefits  for 
the  Federal  share  of  the  costs  for  compensation  and  related  benefits  for  the 
pre-1972  cases.   The  remaining  50  percent  of  the  compensation  is  paid  by 
private  insurance  companies  and/or  employers. 

The  Appropriation  for  this  activity  for  the  last  five  years  has  been  as 
follows : 

1992 $4,000 

1993 4,000 

1994 4,000 

1995 4,000 

1996 4,000 

1997  Budgec  Request 

Priority  for  this  activity  will  be  to  continue  providing  prompt  and 
accurate  payment  of  compensation  and  related  benefits  to  claimants,  pursuant 
to  Section  10(h)(2)  of  the  amended  Ace.   In  FY  1997,  the  Federal  share  of 
required  payments  will  be  $4,000,000  which  will  include  the  increase  necessary 
for  the  annual  October  weekly  wage  adjustment. 

1996 

In  FY  1996,  the  Federal  share  of  required  payments  is  expected  to  total 
$4,000,000,  which  will  include  the  increase  necessary  for  the  annual  October 
weekly  wage  adjustment. 

1995 

In  FY  1995,  $3,584,000  in  compensation  benefits  were  paid  to  eligible 
claimants  under  Section  10(h)  of  the  LHWCA,  which  is  a  slighc  (approximately 
3.2  percent)  decrease  from  the  previous  year's  total  of  $3,701,000. 
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OCCUPA-IONAL  SAFETY  AND  HEALTH  ADMINISTRATION 
SALARIES  AND  EXPENSES 


Agency  organization  chart  

Appropriation  language  and  explanation  of  language  change 

Analysis  of  appropriation  language   

Amounts  available  for  obligation   

Summary  of  changes   

Budget  authority  by  activity   

Budget  authority  by  object  class   

Significant  items  in  FY  1996  House  and  Senate 

Committees'  reports   

Amounts  in  authorizing  legislation   

Appropriation  history  

Justification: 

Appropriation  

General  statement  

Activities : 

Safety  and  health  standards  

Enforcement : 

Federal  enforcement  

State  programs   

Technical  support  

Compliance  assistance: 

Federal    

State 

Safety  and  health  statistics   

Executive  direction  and  administration   

State  tables   

New  Positions  requested  

Advisory  and  assistance  services   

Detail  of  full-time  equivalent  employment  :. 
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OCCUPATIONAL  SAFETY  AND  HEALTH  ADMINISTRATION 
SALARIES  AND  EXPENSES 

For  necessary  expenses  for  the  Occupational  Safety  and  Health  Administration, 
$340,  851,000  including  not  to  exceed  $73, 315,  000,  which  shall  be  the  maximum  amount 
available  for  grants  to  States  under  section  23(g)  of  the  Occupational  Safety  and 
Health  Act,  which  grants  shall  be  no  less  than  fifty  percent  of  the  costs  of  State 
occupational  safety  and  health  programs  required  to  be  incurred  under  plans  approved 
by  the  Secretary  under  section  18  of  the  Act;  and,  in  addition,  notwithstanding  31 
U.S.C.  3302,  the  Occupational  Safety  and  Health  Administration  may  retain  up  to 
$750,000  per  fiscal  year  of  training  institute  course  tuition  fees,  otherwise 
authorized  by  law  to  be  collected,  and  may  utilize  such  sums  until  expended  for 
occupational  safety  and  health  training  and  education  grants:  Provided,  That  no 
funds  under  this  paragraph  shall  be  obligated  or  expended  to  administer  or  enforce  any 
standard,  rule,  regulation,  or  order  under  the  Act  with  respect  to  any  employer  of  ten 
or  fewer  employees  who  is  included  within  a  category  having  an  occupational  injury  lost 
workday  case  rate,  at  the  most  precise  Standard  Industrial  Classification  Code  for 
which  such  data  are  published,  less  than  the  national  average  rate  as  such  rates  are 
most  recently  published  by  the  Secretary,  acting  through  the  Bureau  of  Labor 
Statistics,    in   accordance  with   section   24   of   that   Act    (29   U.S.C.    673),    except-- 

(1)  to  provide,  as  authorized  by  such  Act,  consultation,  technical  assistance, 
educational    and   training  services,    and   to   conduct  surveys  and  studies; 

(2)  to  conduct  an  inspection  or  investigation  in  response  to  an  employee 
complaint,  to  issue  a  citation  for  violations  found  during  such  inspection,  and  to 
assess  a  penalty  for  violations  which  are  not  corrected  within  a  reasonable  abatement 
period  and   for  any  willful    violations   found; 

(3)  to   take  any  action  authorized  by  such  Act   with  respect    to  imminent   dangers; 
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(4)  to   take  any  action  authorized  by  such  Act   with  respect    to  health  hazards; 

(5)  to  take  any  action  authorized  by  such  Act  with  respect  to  a  report  of  an 
employment  accident  which  is  fatal  to  one  or  more  employees  or  which  results  in 
hospitalization  of  two  or  more  employees,  and  to  take  any  action  pursuant  to  such 
investigation  authorized  by  such  Act;   and 

(6)  to  take  any  action  authorized  by  such  Act  with  respect  to  complaints  of 
discrimination  against  employees  for  exercising  rights  under  such  Act.  (29  U.S.C.  651 
et  seq.;  33  U.S.C.  941  et  seq.  ;  40  U.S.C.  333  et  seq.  ;  41  U.S.C.  35  et  seq.  ,  351  et 
seq. ) 

Explanation  of  Language  Change 

A  regular  1996  appropriation  for  this  account  has  not  been  enacted  at  the  time  this 
budget  was  prepared. 
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ANALYSIS  OF  APPROPRIATION  LANGOAQE 


Language  Provision 


Explanation 


including  [$68,295,000] 
$73, 3X5,000  which  shall  be  the  maximum 
amount  available  for  grants  to  States 
under  section  23 (g)  of  the  Occupational 
Safety  and  Health  Act,  which  grants 
shall  be  no  less  than  fifty  percent  of 
the  costs  of  State  occupational  safety 
and  health  programs  required  to  be 
incurred  under  plans  approved  by  the 
Secretary  under  section  18  of  the 
Occupational  Safety  and  Health  Act  of 

1970: - 


This  appropriation  language  establishes 
an  overall  limit  on  50  percent  matching 
grants  to  States  for  approved 
occupational  safety  and  health 
compliance  programs.  The  language 
ensures  that  States  administering  and 
enforcing  State  programs  under  plans 
approved  by  the  Secretary  shall  not  be 
required  to  expend  from  their  own  funds 
more  than  an  amount  equal  to  the  grants 
provided  by  this  appropriation. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 
($  in  Thousands) 

1995 
Comparable                1996  1997 

FTE   Amount- FTE   Amount      FTE      Amount 

Appropriation    2.317       S311.660   2.175       5304.984   2.412       S340.851 

A.  Subtotal,  Appropriation  2,317       $311,660  2,412       $340,851 

Offsetting  collections 
from: 

Reimbursements  .  .  .        --         +2. 133      --         +2 . 485      --         +2 . 445 

B .  Gross  Budget 

Authority   2,317       $313,793   2,175       $307,469   2,412       $343,296 

Offsetting  collections 
deduction : 

Reimbursements  .  .  .        --         -2 .  133      --   -2 .  485   —         -2 .  445 

C.  Budget  Authority  Before 

Committee  2,317       $311,660   2,175       $304,984   2,412       $340,851 

Unobligated  balance 

expiring --  -224 

Allocation  FTE   ....        +6     «      +3     zz.  +3     zjl 

D.  Total,  Estimated 

Obligations   .  .  .     2,323       $311,436   2,178       $304,984   2,415       $340,851 
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SUMMARY  OF  CHANGES 
($  in  Thousands) 


Budget  Authority: 
General  Funds  . 


$304, 984 


1997 


$340,851 


Net  Change 
+$35,867 


Full-time  Equivalent; 
General  Funds  .  .  . 


General  Funds 
FTE        Amount 


Explanation  of  Change : 
Increases : 

A.   Built-in: 

Annualization  of  pay  increase  effective  in 

January  1996   

Federal  pay  raise  effective  January  1997   

Employee  bonuses   

Personnel  benefits   

Employee  health  benefits   

Travel   

Transportation  of  things   

GSA  space  rental   

Communications,  utilities,  &  miscellaneous  charges 

Printing  and  reproduction  

Advisory  and  assistance  services   

Other  services   

State  consultation  projects  

Working  Capital  Fund   

Purchases  of  goods  and  services  from  other 
Government  accounts  

Operation  and  maintenance  of  equipment   


+  $681 

f2,466 

+  38 

+  491 

+  157 

+  194 

+  8 

+  422 

+  71 

+  39 

+  115 

+  212 

+  877 

+  176 

+24 
+  149 
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Explanation  of  Change: 

Supplies  and  materials   

Equipment  

State  programs  grants  

Training  and  education  grants  

To  provide  for  partial  restoration  of  1995  operating 
levels  for  State  program  grants  

Subtotal   

B .   Program : 

To  provide  for  expanded  partnership  opportunities 
(1996  Base:  FTE  266;  Budget  Authority  $140,945)  .  .  . 

To  provide  for  common  sense  regulation  improvements 
(1996  Base:  FTE  224;  Budget  Authority  $27,184)   .  .  . 

To  provide  for  an  enhanced  presence  in  the 

chemical  industry 

(1996  Base:  FTE  1,990;  Budget  Authority  $178,786)  . 

Subtotal   

Total  Increase   

Decreases 

A.   Built-in: 

Federal  Employees'  Compensation  Act  (FECA)   .... 


General  Funds 
FTE        Amount 


+92 

+  174 
+1,844 

+  58 


+1. 479 


+  5 

+  3 

000 

•300 

+  $34, 

800 

•300 

+  $44 

,567 

B.   Program: 

To  comply  with  the  reduction  in  FTE  required  by 

PL.  103-226 

(1996  Base:  FTE  2,175;  Budget  Authority  $209,435)  .  .  . 

To  reduce  administrative  expenses  as  required  by  Executive 
Order  12837 
(1996  Base:  FTE  2,175;  Budget  Authority  $314,409)  .  .  . 


-$2,516 
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General  Funds 
FTB         ftTflnnnr 
Explanation  of  Change: 

To  provide  for  a  reduction  in  Federal  Enforcement  and 
Compliance  Assistance  --  Federal,  due  to  overall 
budget  constraints 
(1996  Base:  FTE  1,849;  Budget  Authority  $160,314)  .  .  .        -16  -2.221 

Subtotal  -63         -$8,358 

Total  Decrease -63         -$8,700 

Total  Change +237       +$35,867 


959 


OSHA-9 


3     5 


25-051    96-31 
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SIGNIFICANT  ITEMS  IN  1996 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES' 


REPORTS 


1996  House  Report  (No.  104-209) 

Eraonomic  Protection  Standards 

"The  bill  includes  language 
prohibiting  OSHA  from  developing  or 
issuing  any  standard  on  the  subject 
of  ergonomic  protection  for  workers 
during  fiscal  year  1996.  It  would 
also  prohibit  record  keeping  and 
reporting  requirements  directly 
related  to  ergonomic-related  injuries 
or  illnesses . " 


OSHA  has  been  operating  under  the 
same  appropriations  rider  related  to 
ergonomics  as  contained  in  last 
year's  appropriation.  This  language 
prohibits  OSHA  from  the  promulgation 
or  issuance  of  any  proposal  or  final 
standard  or  guidelines  regarding 
ergonomic  protection,  but  allows  the 
agency  to  conduct  peer  reviewed  risk 
assessments  to  establish  the 
scientific  basis  for  promulgating  any 
standard  or  guidelines.  This 
language  does  not  contain  the 
restriction  involving  recordkeeping 
and  reporting  requirements. 


Fall  Protection  Standard 

"The  bill  would  temporarily  halt  the 
implementation  of  the  fall  protection 
standard  as  promulgated  by  the 
Occupational  Safety  and  Health 
Administration  and  return  the 
standard  back  to  its  original  level 
of  16  feet.  In  February  1995,  OSHA 
revised  the  fall  protection  standard 
to  lower  the  height  requirement  from 
16  to  6  feet.  This  regulation  has 
had  a  significant  negative  impact  on 
various  construction  businesses, 
particularly  single  family  home 
builders.  As  opposed  to  eliminating 
this  OSHA  requirement,  this  language 
instead  would  compel  OSHA  to  more 
suitably  revise  the  fall  protection 
rule  in  consultation  with  those 
affected.  The  return  of  the  standard 
to  16  feet  would  only  be  for  the 
interim  period  while  OSHA  develops 
these  new  standards." 


In  consultation  with  Congress,  OSHA 
agreed  to  provide  interim  relief  for 
certain  industry  sectors.  OSHA  also 
made  a  commitment  to  reevaluate  fall 
protection  provisions  by  opening 
subpart  M  in  1996.  Once  subpart  M 
has  been  opened  for  comments, 
industry  representatives  and  other 
interested  parties  will  have  the 
opportunity  to  make  a  case  in  the 
public  record  regarding  concerns 
about  the  standard's  provisions. 


Roof  Harness  Rule 

"The  Committee  believes  that  OSHA 
should  review  its  Roof  Harness  Rule 
to  determine  its  appropriateness  and 


In  response  to  Congressional  and 
industry  concerns,  OSHA  issued  an 
interim     compliance     directive 
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effectiveness  in  ensuring  workers 
safety.  The  Committee  expects  OSHA 
to  report  back  to  the  Committee  the 
results  of  this  review  not  later  than 
January  1,  1996." 


1996  Senate  Report  (No.  104-145) 

Compliance  Center s 

"The  Committee  encourages  OSHA  to 
refocus  compliance  centers  and 
efficiently  increase  consultation 
centers . " 


modifying  enforcement  of  construction 
fall  protection  standards  for 
residential  home  builders  and 
roofers.  OSHA  also  made  a  commitment 
to  reevaluate  these  provisions  in  the 
opening  of  subpart  M. 


OSHA's  budget  request  reflects  an 
increase  in  support  for  compliance 
assistance  activities  encouraged  by 
the  Committee. 


Eraonomic  Protection  Standards 


"The  Committee  has  deleted  without 
prejudice  House  bill  language  (sec. 
105)  that  would  prohibit  OSHA  from 
promulgation  or  issuing  any  proposed 
or  final  standard  or  guidelines 
regarding  ergonomic  protection.  This 
is  a  legislative  matter  that  should 
be  addressed  by  the  authorizing 
committees . " 


OSHA  has  been  operating  under  the 
same  appropriations  rider  related  to 
ergonomics  as  contained  in  last 
year's  appropriation.  This  language 
prohibits  OSHA  from  the  promulgation 
or  issuance  of  any  proposed  or  final 
standard  or  guidelines  regarding 
ergonomic  protection,  but  allows  the 
agency  to  conduct  peer  reviewed  risk 
assessments  to  establish  the 
scientific  basis  for  promulgating  any 
standard  or  guidelines. 


Fall  Protection  Standard 


"The  Committee  has  deleted  without 
prejudice  House  bill  language  (sec. 
106)  that  would  temporarily  halt 
implementation  of  the  fall  protection 
standard  published  at  subpart  M  of  29 
CFR  part  1926,  until  30  days  after  a 
new  standard  has  been  promulgated. 
This  is  a  legislative  matter  that 
should  be  addressed  by  the 
authorizing  committees." 


In  consultation  with  Congress,  OSHA 
agreed  to  provide  interim  relief  for 
certain  industry  sectors.  OSHA  also 
made  a  commitment  to  reevaluate  fall 
protection  provisions  by  opening 
subpart  M  in  1996.  Once  subpart  M 
has  been  opened  for  comments, 
industry  representatives  and  other 
interested  parties  will  have  the 
opportunity  to  make  a  case  in  the 
public  record  regarding  concerns 
about  the  standard's  provisions. 


Office  Funding 


"The  Committee  intends  that  the 
Office  of  Occupational  Medicine 
continue  to  be  funded  as  nearly  as 
possible  at  its  present  level.  The 
Committee   also   intends   that   the 


The  Office  of  Occupational  Medicine 
and  the  Office  of  Regulatory  Analysis 
have  been  funded  at  levels 
commensurate  with  their  previous 
levels  and  available  funding. 
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Office  of  Regulatory  Analysis 
continue  to  be  funded  as  nearly  as 
possible  at  its  present  level." 

Office  of  Nursing 
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"The  Committee  is  encouraged  by  the 
accomplishments  of  the  Office  of 
Nursing  at  OSHA.  Occupational  health 
nurses  are  the  largest  group  of 
health  care  providers  at  the  Nation's 
worksites.  As  such,  they  are 
uniquely  qualified  to  assess  the 
practical  realities  of  worksites  and 
related  regulatory  activities.  The 
Committee  supports  the  continuation 
of  the  Office  of  Nursing  as  a 
distinct  Federal  entity." 


The  agency  continues  to  maintain  and 
utilize  its  Office  of  Nursing  in  an 
important  role  in  the  agency's 
deliberations  and  programs. 


Recreation  Dive  Training  Exemption 


"The  Committee  urges  OSHA  to 
consider  exempting  recreational  dive 
training  from  commercial  restrictions 
that  prohibit  use  of  close-circuit, 
mixed-gas  SCUBA  apparatus  or  diving 
equipment  using  nitrogen  breathing 
mixtures . " 


OSHA  has  been  discussing  this  issue 
with  parties  directly  interested  in 
such  an  exemption.  The  agency  is 
confident  that  this  will  be 
satisfactorily  resolved  through 
interpretation  or  a  variance  in  the 
standard . 


Snag  Tree  Guidelines 


"The  Committee  urges  the  Secretary 
to  consider  suspending  enforcement  of 
the  OSHA  standard  curtailing  work 
conducted  near  a  snag  tree,  until  a 
revised  standard  is  issued  that  does 
not  contradict  Federal  and  State 
wildlife  snag  tree  guidelines." 


OSHA  does  not  believe  there  is  a 
contradiction  with  other  Federal  and 
state  guidelines.  OSHA's  standard 
covering  logging  operations  covers 
the  marking  of  "danger"  trees;  it 
does  not  cover  "wildlife  snag"  trees 
covered  by  others .  Should  the 
designated  "wildlife  snag"  tree  also 
happen  to  be  a  "danger"  tree,  then 
the  OSHA  standard  would  require 
proper  clearance  from  the  danger  tree 
in  the  interests  of  logger  safety. 


Impact  of  Fall  Protection  Standard 

"The  Committee  is  nevertheless  aware 
of  serious  concerns  raised  about  the 
heavy  compliance  burden  on  employers 
imposed  by  OSHA  enforcement  of  its 
new  fall  protection  standard.    The 


OSHA  has  agreed  to  open  rulemaking  on 
the  fall  protection  standard.  The 
public  comment  period  will  provide  an 
opportunity  to  evaluate  all  aspects 
of  the  standard. 
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impact  of  the  new  standard  on  safety 
has  also  been  questioned.  Due  to 
these  and  other  concerns  the 
Committee  expects  the  Secretary  of 
Labor  to  review  the  impact  of  the 
fall  protection  standard,  including 
an  assessment  of  its  cost  and 
benefits.  The  Committee  further 
directs  the  Secretary  to  conduct  a 
review  and  report  back  on  the  Labor 
Department's  findings,  recommend- 
ations for  change,  and  steps  taken  to 
implement  the  recommendations  on 
modifying  the  regulation  by  January 
1,  1996." 


Conference  Report  (No.  104-537) 
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Ergonomics  Standard 


"None  of  the  funds  made  available  in 
this  Act  may  be  used  by  the 
Occupational  Safety  and  Health 
Administration  directly  or  through 
section  23 (g)  of  the  Occupational 
Safety  and  Health  Act  to  promulgate 
or  issue  any  proposed  or  final 
standard  or  guideline  regarding 
ergonomic  protection." 


This  continues  the  direction 
regarding  ergonomics  under  which  the 
agency  is  currently  operating. 


voluntary  Protection  Program 


"It  is  the  intent  of  the  conferees 
that  the  Occupational  Safety  and 
Health  Administration  give  high 
priority  to  effective  voluntary 
cooperative  efforts  such  as  the 
Voluntary  Protection  Program." 


OSHA  intends  to  continue  its 
commitment  and  will  give  high 
priority  to  expanding  the  Voluntary 
Protection  Program. 
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($    in  Thousands) 


Rndoet  Request 


T|1»rp  a1  anion 

ft1irhnri»im  Leai alat  ion  ronr.aininq 
inriAfinitp  authority 

Occupational  Safety  and  Health 
Act  Of  1970  (29  U.S.C.  651  et  seq . ; 
33  U  S.C.  941  et  seq.;  40  U.S.C.  333 
et  seq.;  41  U.S.C.  35  et  seq.,  351  et 
seq. ) 


EC  i"6 


EC  !997 


$304,984 


$340,851 
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APPROPRIATION  HISTORY 
($  in  Thousands) 
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1987 

1988 

1989 

.  .  .   1/ 

1990 

...  2./ 

1991 

...  1/ 

1992 

■     .     .       1/ 

1993 

.  .  ...  5/ 

1994 

..'.'.;  s/ 

1995 

2/  £/  2/ 

1996 

1997 

Budget 

Estimates  to 

House 

Senate 

Concrress 

Allowance 

Allowance 

ADDroDriation 

FTE 

225,811 

225,811 

225,811 

225,811 

2,167 

245,860 

244,001 

247,901 

235,474 

2,344 

244,851 

246,517 

246,851 

247,746 

2,405 

252,892 

270,248 

271,248 

267,147 

2,430 

287,893 

291,243 

295,893 

285,190 

2,469 

302,107 

302,107 

305,207 

296,540 

2,471 

293,925 

287,100 

292,199 

288,251 

2,365 

294,490 

294,640 

297,244 

296,428 

2,317 

320, 903 

312,500 

312,500 

311,660 

2,317 

346, 503 

280,000 

288,985 

304,984 

2,175 

340,851 

2,412 

1/   Reflects  $2,971  across-the-board  reduction  pursuant  to  P.L.  100-436. 

2.1      Reflects  a  reduction  of  $3,601  pursuant  to  P.L.  99-177. 

2/   Reflects  reductions  of  $8,550  pursuant  to  P.L.  101-517  and  $3  pursuant  to 
P.L.  99-177. 

4/   Reflects  a  reduction  of  $7,617  pursuant  to  P.L.  102-170. 

5./   Reflects  $2,328  across-the-board  reduction;  and  a  reduction  of  $317  in 
consultants  pursuant  to  P.L.  102-394. 

6_/   Reflects  a  rescission  of  $816  pursuant  to  P.L.  103-211. 

2/   Reflects  a  reduction  of  $2,029  pursuant  to  Executive  Order  12837;  and  a 
reduction  of  $1,625  pursuant  to  Executive  Order  12839. 

fl/   Reflects  a  reduction  of  $330  for  procurement  pursuant  to  P.L.  103-333. 

2/   Reflects  a  reduction  of  $840  pursuant  to  P.L.  104-19. 
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SAFETY  AND  HEALTH  STANDARDS 
($  in  Thousands) 


FY  1996  FY  1997  Difference 

Conference  Estimate  FY96/FY97 

FTE      Amount  EXE    Amount  EXE     Amount 

83      $8,499  91    $18,066  +8      +$9,567 


Introduction: 


This  activity  provides  for  the  development,  promulgation,  review  and 
evaluation  of  occupational  safety  and  health  standards  to  assure  every  American 
worker,  so  far  as  possible,  safe  and  healthful  working  conditions.   When 
promulgated,  standards  become:  (1)  obligatory  safety  and  health  requirements  for 
employers  and  employees;  (2)  the  basis  for  Federal  enforcement  actions;  (3)  a 
minimum  level  of  effectiveness  for  state  occupational  safety  and  health  standards; 
and  (4)  a  point  of  reference  for  labor -management  efforts  to  reduce  workplace 
fatalities,  injuries,  and  illnesses. 

Funding  and  FTE  for  this  activity  during  the  last  five  years  have  been  as 
follows: 


Funding      EXE 


FY  1992 
FY  1993 
FY  1994 
FY  1995 
FY  1996 


$7,836 

85 

$8,008 

82 

$8,730 

93 

$8,906 

93 

$8,499 

83 

FY  1997  Budget  Request 

OSHA's  FY  1997  budget  request  will  enable  the  agency  to  focus  on  developing 
standards  that  make  sense.   Through  a  four-pronged  strategy  that  streamlines  and 
rationalizes  the  regulatory  process,  OSHA  will  improve  the  readability  and  clarity 
of  its  rules.   This  strategy  involves:  identifying  clear  and  sensible  priorities, 
focusing  on  key  building  block  rules,  eliminating  or  fixing  out  of  date  or  confusing 
standards,  and  emphasizing  interaction  with  the  agency's  partners,  which  include 
over  200  stakeholders  representing  business,  labor,  state  governments,  professional 
and  academic  organizations,  and  the  public.   Stakeholders  will  be  involved  from  the 
outset  in  setting  and  sustaining  OSHA's  rulemaking  calendar. 

The  priority  planning  process,  implemented  in  FY  1995,  will  be  used  to 
determine  high-priority  issues.   Some  issues  identified  as  high-priority  will  be 
scheduled  for  rulemaking,  but  the  majority  will  be  addressed  through  workplans 
developed  in  consultation  with  labor  and  industry.   Issues  suggested  for  priority 
attention  include  occupational  asthma,  reproductive  hazards,  metalworking  fluids, 
asphalt  fumes,  commercial  diving,  welding  hazards,  workplace  violence,  and  motor 
vehicle  accidents.   A  variety  of  creative,  non-rulemaking  tools  will  be  used  to 
stimulate  the  private  sector  to  reduce  worker  exposure  to  priority  hazards.   These 
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approaches  may  include  information  and  education  programs,  incentives,  and  voluntary 
compliance. 

OSHA  will  continue  efforts  to  improve  the  regulatory  process.   The  agency  will 
focus  on  key  building  block  rules,  which  will  be  the  foundation  for  all  future 
workplace  safety  and  health  efforts.   Some  of  these  building  blocks  are  now 
scattered  throughout  many  standards  in  an  uncoordinated  and  inconsistent  fashion, 
and  need  to  be  consolidated.   Building  blocks  include:  training  programs, 
maintenance  of  records,  exposure  monitoring,  and  medical  surveillance.   In  addition, 
the  agency  will  continue  the  process  of  reviewing  and  updating  all  of  its  695 
separate  rules  in  order  to  revise  or  eliminate  those  that  are  obsolete,  confusing, 
inconsistent  or  duplicative.   Outdated,  technical  standards  will  be  converted  to 
plain,  understandable  language.   Future  standards  will  automatically  encompass  this 
approach.   These  common  sense  standards  will  set  outcomes  for  regulated  workplaces. 

OSHA  will  expand  its  efforts  to  disseminate  the  texts  of  proposed  and  final 
standards  through  electronic  means,  such  as  the  OSHA  CD-ROM,  the  Department  of  Labor 
Bulletin  Board  (DOL-BBS) ,  FAX -ON -DEMAND,  and  the  Internet.   This  will  increase 
public  involvement  and  input  in  the  regulatory  process.   Explanatory  and 
interpretive  materials  will  also  be  provided  through  electronic  means,  including 
services  for  small  business.   In  cooperation  with  EPA,  the  agency  is  developing  the 
OSHA  System  for  Compliance  Assistance  and  Referral  (OSCAR)  which  will  promote  easy 
public  access  to  OSHA  standards  and  interpretations. 

Final  regulations  to  be  promulgated  in  FY  1997  may  include:   several  rules  in 
the  area  of  shipyards,  including  welding,  cutting  and  brazing;  scaffolds;  and  access 
and  egress;  several  rules  in  the  area  of  hazardous  materials,  including 
flammable/combustible  liquids;  spray  finishing;  and  dip  tanks;  general  industry 
issues  such  as  powered  industrial  trucks;  and  health  issues  such  as  permissible 
exposure  limits  (PELs) ;  chromium;  tuberculosis;  and  indoor  air  quality.   Proposals 
may  be  made  in  the  areas  of  shipyards  (fire  protection  and  general  working 
conditions) ;  electric  power  for  both  construction  and  general  industry;  safety  and 
health  programs;  and  other  priority  areas. 

The  following  table  identifies  the  major  workload  categories  for  the 
standards  activity  during  the  period  FY  1995-1997: 

1995         1996         1997 
Workload/Output  Measures  Actual     Estimate     Estimate 

Safety  and  Health  Standards: 

Notices  of  proposed  rulemaking   3        11  5 

Final  rules 1         5  11 


FY  1996 

In  FY  1996,  OSHA  will  implement  several  priority  planning  process 
recommendations  and  incorporate  them  into  existing  agency  activities.   The  agency 
will  make  regulations  and  interpretations  more  user- friendly  by  beginning  to  rewrite 
selected  standards  in  plain  language,  releasing  compliance  documents  simultaneously 
with  the  effective  date  of  final  standards,  and  publishing  all  outreach  and  training 


971 


OSHA-21 


materials  as  part  of  final  standards  promulgation.   OSHA  will  also  begin  to 
implement  plans  developed  in  FY  1995  for  eliminating  unnecessary  regulat 


ions . 


Possible  areas  for  rulemaking  in  FY  1996  may  include:   standards  dealing  with 
shipyards  (personal  protective  equipment  and  longshoring  and  marine  terminals) • 
confined  spaces  rescue;  grain  handling;  methylene  chloride;  1,3  butadiene- 
respirators;  and  abatement  verification.   Proposals  may  be  made  in  the  areas  of 
hazardous  materials  (flammable  and  combustible  liquids,  spray  finishing  and  dip 
tanks) ;  powered  industrial  truck  operator  training  for  construction;  quick  fixes 
(problem  regulations);  safety  and  health  programs;  elimination  of  paperwork 
certifications;  permissible  exposure  limits  (PELs) ;  chromium;  and  tuberculosis 
These  proposals  may  include  one  or  more  negotiated  rulemakings.   Within  the  confines 
of  Congressional  direction,  the  agency  plans  to  work  with  business  and  labor  to 
address  ergonomics  issues  through  a  balanced  strategy  that  includes  training  and 
education,  consultation,  labor  and  industry  partnerships,  technical  assistance 
regulatory  approaches,  and  sensible  enforcement/  litigation.   As  appropriate,  the 
agency  will  implement  recommendations  of  the  National  Advisory  Committee  on 
Occupational  Safety  and  Health  (NACOSH)  regarding  hazard  communication. 

FY  199S 

In  FY  1995,  OSHA  implemented  the  standards  planning  process  to  ensure  that 
standards  priorities  effectively  address  the  most  serious  workplace  safety  and 
health  hazards.   A  regulatory  agenda  was  developed  using  objective  criteria  such  as- 
severity  of  risk;  numbers  of  workers  exposed  to  a  hazard;  the  quality  and 
availability  of  data  on  the  risk;  and  the  potential  impact  of  OSHA  actions   The 
system  is  designed  to  identify  a  wide  range  of  non-regulatory  options,  including 
training  and  education,  consultation  services,  and  publication  of  guidelines,  to 
reduce  or  eliminate  worker  exposure  to  identified  hazards.   Through  the  planning 
process,  OSHA  makes  use  of  partnerships  with  its  stakeholders.   OSHA  completed  a 
Presidentially  mandated  page-by-page  regulatory  review  as  part  of  its  effort  to 
improve,  update  or  eliminate  out-of-date  or  confusing  standards. 

In  FY  1995,  OSHA  promulgated  a  final  safety  standard  in  logging.   Proposals 
were  published  for  powered  industrial  trucks  (safety)  and  respiratory  protection 
(health) . 
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Changes  for  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  FY  1996  pay  increase $28 

Federal  pay  raise  effective  January  1997  101 

Employee  bonuses  2 

Personnel  benefits  20 

Health  benefits   6 

Travel    4 

GSA  space  rental 16 

Communications,  utilities  and  miscellaneous  charges   3 

Printing 15 

Other  services 14 

Supplies  2 

Equipment 2_ 

Total  Built-in +$213 

Net  Program  +$9, 354 

Direct  FTE +8 


Common  Sense  Regulation 

Proposal :   To  provide  $9,725,000  and  12  FTE  to  streamline  and  rationalize  OSHA 
regulations . 

Rationale :   OSHA  has  embarked  on  a  major  project  that  will  involve  the  rewriting, 
streamlining  and  updating  of  nearly  one-third  of  the  agency's  safety  and  health 
regulations.   Resources  are  required  to  accelerate  the  pace  of  these  revisions  and 
establish  an  ongoing  process  to  identify,  and  eliminate  or  revise,  provisions  of 
standards  that  are  proving  difficult  to  comply  with  or  confusing  for  the  regulated 
community.  A  critical  component  of  this  proposal  is  the  effort  to  improve  the 
scientific  quality  of  OSHA  standards  through  the  use  of  quantitative  risk 
assessments  and  "sound  science."   In  addition,  as  new  and  emerging  hazards  confront 
workers  on  the  job,  OSHA  plans  to  increase  the  use  of  negotiated  rulemaking  to 
increase  the  involvement  of  agency  stakeholders  in  the  regulatory  process. 

Program  Effects:   The  proposal  will  enable  OSHA  to  focus  on  eliminating  or  revising 
outdated  and  confusing  standards  and  work  with  stakeholders  to  develop  plain 
language  standards  that  can  be  understood  by  the  regulated  community.   The  agency 
will  focus  on  negotiating,  rather  than  dictating,  rules.   The  request  will  also 
provide  resources  to  keep  pace  with  the  rapid  expansion  of  scientific  knowledge  and 
develop  procedures  for  conducting  risk  assessments  to  justify  all  science-policy 
assumptions,  and  fulfill  public  expectations  that  standards  are  based  on  up-to-date 
scientific  data. 


Estimate:    $8. 712 

Program  Increase : 

FTE:    12  Estimate:   +S9. 725 
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Government -Hide  Reductions 

Proposal :   To  reduce  four  FTB  and  $228,000  in  the  safety  and  health  standards 
activity. 

Rationale:   To  comply  with  the  reductions  in  FTE  required  by  P.L.  103-226. 

Program  effects:   Reductions  reflect  elimination  of  control  positions  consistent 
with  the  Administration's  objective  of  reducing  Federal  employment.   Successful 
implementation  of  reinvention  initiatives  and  other  process  improvements  will 
minimize  the  impact  of  these  reductions. 

Base: 

FTE:    83  Estimate:    SB .712 

Program  Decrease: 

FTE:  zA.  Estimate:     -S228 


Government -wide  Reduction  of  Administrative  Expenses 

Proposal :   To  reduce  administrative  expenses  as  required  by  Executive  Order  12837. 

Rationale:   To  reflect  additional  savings  in  administrative  expenses  pursuant  to  the 
President's  program  to  control  Federal  spending. 

Program  effects:   The  proposal  will  reduce  $143,000  in  administrative  expenses  from 
the  safety  and  health  standards  activity.   The  primary  effect  will  be  to  reduce 
funding  for  printing  and  contractual  services. 

Base : 

FTE:  8_3_  Estimate:   S8.712 

Program  Decrease: 

FTE:  p.  Estimate:    -S143 
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ENFORCEMENT 

($  in  Thousands) 


FY  1996 

Conference 

FTE      Amount 

Subactivity: 

(a) .   Federal  enforcement: 

1,583    $121,320 
(b) .   State  programs: 
0     $68,295 


FY  1997 

Estimate 

FTE     Amount 


1,558   $122,386 


Difference 

FY96/FY97 

FTE      Amount 


-25     +$1,066 


0     +$5,020 


Introduction 

This  activity  provides  for  the  enforcement  of  Federal  workplace  standards 
pursuant  to  the  Occupational  Safety  and  Health  Act  of  1970,  and  makes  fifty  percent 
matching  grants  to  assist  states  in  administering  and  enforcing  occupational  safety  and 
health  standards  under  approved  state  programs.   Compliance  is  obtained  in  part  by  the 
physical  inspection  of  plants  and  facilities,  and  by  encouraging  cooperation  between 
employers  and  employees  to  ensure  safe  and  healthy  workplaces.   Inspections  are 
scheduled:   (1)  to  investigate  promptly  claims  of  imminent  danger  and  employee  com- 
plaints alleging  serious  workplace  hazards;  (2)  to  investigate  worksite  accidents  that 
result  in  one  or  more  fatalities  or  the  hospitalization  of  two  or  more  workers;  (3)  to 
conduct  targeted  inspections  of  high-hazard  workplaces;  and  (4)  to  investigate  com- 
plaints of  discriminatory  actions  taken  against  employees  for  exercising  rights 
afforded  them  under  the  Act. 

Funding  and  FTE  for  this  activity  during  the  last  five  years  have  been  as  follows: 


Federal 
Enforcement 


Funding 


State 
Programs 


Funding 


FY  1992 

$130,975 

1,982 

$65,010 

FY  1993 

$134,690 

1,894 

$67,285 

FY  1994 

$137,284 

1,875 

$68,630 

FY  1995 

$145,289 

1,875 

$70,615 

FY  1996 

$121,320 

1,583 

$68,295 
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(a) .   Federal  Enforcement 

FY  1997  Budget  Request 

In  FY  1997,  staff  resources  in  the  field  previously  identified  in  this  budget 
activity  are  reflected  in  the  Compliance  Assistance  activity.   This  more  clearly 
identifies  the  nature  of  agency  activities  and  enables  OSHA  to  more  properly  measure 
agency  programs  consistent  with  the  requirements  of  the  Government  Performance  and 
Results  Act  (GPRA) . 

Resources  in  this  activity  will  support  broad  scale  changes  in  enforcement 
policies  consistent  with  the  emergence  of  a  New  OSHA.   The  agency  will  shift  away  from 
"one  size  fits  all"  enforcement  and  recognize  the  differences  among  employers.   OSHA 
will  seek  to  treat  each  workplace  differently,  while  encouraging  the  development  of 
worksite  safety  and  health  programs.   Employers  will  be  offered  the  choice  between 
partnership  or  strong,  traditional  enforcement.   Partnership  firms  will  be  those  that 
have  strong  safety  and  health  programs  and  are  working  with  their  employees  and  OSHA  to 
reduce  injuries  and  illnesses.   Those  employers  who  demonstrate  the  greatest 
willingness  and  commitment  to  reduce  hazards  and  injuries  will  receive  special 
recognition,  such  as  the  lowest  priority  for  enforcement  inspections,  highest  priority 
for  compliance  assistance,  and  penalty  reductions  of  up  to  100  percent.   Employers  who 
choose  to  minimize  their  responsibility  under  the  OSH  Act  and  fail  to  provide  a  safe 
and  healthful  workplace  will  be  subject  to  strong,  traditional  enforcement. 

OSHA  will  focus  its  resources  on  those  activities  and  interventions  that  will  have 
the  greatest  impact  on  reducing  injuries  and  illness  in  the  workplace.   Focused 
inspection  programs  for  construction  and  general  industry  will  ensure  that  enforcement 
resources  are  directed  toward  high  hazard  industries,  high  risk  employers,  and  special 
emphasis  hazards.   Industries  will  be  chosen  for  emphasis  on  either  a  national  or 
regional  basis,  based  on  their  accident  and  illness  rates  and  other  data.   OSHA  will 
work  with  the  targeted  industries,  primarily  at  the  local  level,  to  identify  the  most 
serious  hazards  in  those  industries  for  focused  attention  during  inspections. 
Programmed  inspections  will  be  targeted  based  on  site  specific  data  as  it  becomes 
available. 

The  agency's  inspection  process  will  be  reconfigured  to  include  an  evaluation  of 
the  employer's  workplace  safety  and  health  program.   Based  on  that  review,  the  scope  of 
programmed  inspections  will  be  expanded  or  contracted  to  reflect  the  quality  of  the 
employer's  program.   A  focused  inspection,  based  on  a  predetermined  range  of  hazards, 
will  be  conducted  for  those  employers  who  have  suitable,  well -implemented  programs. 
Comprehensive  inspections  will  continue  to  be  conducted  for  those  employers  who  fail  to 
set  up  their  own  programs.   OSHA  will  introduce  its  revised  penalty  system  nationwide. 
The  system  will  consider  factors  such  as  an  employer's  size,  willingness  to  correct 
hazards,  and  timing  of  abatement  when  determining  the  nature  of  a  penalty.   Employers 
who  agree  to  abate  hazards  as  soon  as  possible  will  receive  incentives  in  the  form  of 
penalty  reductions.   This  policy  encourages  employers  to  increase  employee  protection 
immediately,  and  saves  time  that  would  be  required  to  verify  abatement.   Additionally, 
OSHA  will  conduct  inspections  in  response  to  complaints,  and  respond  to  catastrophes. 
An  estimated  26,000  inspections  will  be  conducted  in  1997. 

The  agency  will  continue  to  explore  new  targeting  strategies  utilizing  alternative 
data  sources.   Cooperative  Compliance  Programs  (CCP)  that  incorporate  features  of  the 
Maine  200  program  will  be  implemented  nationwide.   These  include:  using  worksite 
specific  data  to  help  identify  high  hazard  workplaces,  providing  information  to 
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employers  about  effective  safety  and  health  programs,  offering  employers  a  choice 
between  traditional  enforcement  and  partnership,  ensuring  management  commitment  and 
worker  involvement,  and  modifying  enforcement  policies  for  high-performance  employers. 
Similar  programs  have  been  initiated  in  Wisconsin  and  Missouri.   Several  variations  are 
under  development  in  states  where  worksite-specific  injury  and  illness  data  are 
available  from  state  workers'  compensation  systems. 

The  following  table  identifies  the  major  workload  categories  for  Federal 
Enforcement  during  the  period  FY  1995-1997: 


1995 
Workload/Output  Measures ;  Actual 

Federal  compliance  inspections     29. 113 


1996 

Estimate 


1997 

Estimate 


26. 000 


Safety  Inspections   21,427 

Health  Inspections   7,686 

Employees  in  inspected 

workplaces   4,587,000 


17,665 

19,135 

6,335 

6,865 

3,200,000 

3,200,000 

Discrimination  complaints: 

Complaints  investigated 


FY  1996 


In  FY  1996,  OSHA  will  continue  to  streamline  its  operations  to  focus  resources  on 
activities  that  will  have  the  greatest  impact  on  worker  safety  and  health.   OSHA  will 
direct  enforcement  to  the  most  hazardous  industries  through  pilot  projects,  national 
and  local  emphasis  programs,  and  targeted  Federal  agency  inspections.   Resources  will 
be  focused  on  significant  construction  hazards,  including  silica,  lead  and  trenching. 
Similar  focused  inspection  programs  will  be  implemented  in  general  industry.   A  service 
sector  program  will  be  piloted  in  order  to  form  partnerships  that  address  safety  and 
health  issues  in  the  health  care  industry.   OSHA  will  identify  additional  states  to 
establish  Cooperative  Compliance  Programs  like  Maine  200,  using  worksite  specific 
injury  and  illness  data  to  encourage  proactive  safety  and  health  programs.   OSHA's 
prototype  design  for  area  offices  will  be  expanded  to  additional  offices. 

FY  1995 


In  FY  1995,  OSHA  focused  its  field  enforcement  resources  on  programs  and 
activities  designed  to  support  the  revitalization  of  the  agency.   Compliance  officers 
utilized  the  streamlined  procedures  for  conducting  inspections  delineated  in  the  Field 
Inspection  Reference  Manual  (FIRM) .   OSHA  implemented  a  focused  inspection  program  in 
the  construction  industry  and  began  the  development  of  a  focused  program  for  general 
industry.   Pilot  programs  were  conducted  in  each  region  to  obtain  immediate  abatement 
of  hazards  by  employers.   In  coordination  with  the  Solicitor  of  Labor  (SOL),  OSHA 
developed  and  implemented  a  policy  to  increase  employee  participation  in  the  post- 
inspection  process.   The  agency  made  process  improvements  based  on  recommendations 
resulting  from  three  ongoing  ll(c)/405  projects.   OSHA's  targeted  program  for  Federal 
agencies  ensured  that  all  sites  with  two  or  more  times  the  overall  Federal  lost-time 
rate  were  inspected. 
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OSHA  undertook  restructuring  activities  to  develop  a  prototype  design  for  area 
office  activities.   This  model  addresses  four  key  elements:   developing  new  approaches 
to  workplace  safety  and  health;  improving  existing  work  processes  utilized  by  area 
office  staff;  creating  a  flexible,  responsive  organizational  structure;  and  developing 
and  utilizing  performance  measures.   Two  prototype  designs  were  launched,  providing  the 
basis  for  subsequent  implementation. 

OSHA  continued  to  take  significant  enforcement  actions  against  those  employers  who 
willfully  violated  safety  and  health  laws.   The  agency's  efforts  to  target  its 
enforcement  resources  to  the  worst  violators  and  the  most  hazardous  worksites  and 
industries  resulted  in  an  increase  in  egregious  cases  and  in  significant  penalty  cases 
(over  $100,000)  . 

The  agency  explored  new  targeting  strategies  using  alternative  data  sources.   The 
Maine  200  program  utilized  state  workers'  compensation  data  to  target  employers  with 
the  worst  safety  records,  and  offered  incentives  to  employers  who  implemented  safety 
and  health  programs  with  worker  involvement.   Three  out  of  five  companies  in  the  Maine 
200  program  lowered  their  lost-time  injury  rates  as  a  result  of  the  safety  and  health 
programs  they  adopted. 

Changes  for  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  FY  1996  pay  increase $480 

Federal  pay  raise  effective  January  1997  1,739 

Employee  bonuses 2  3 

Personnel  benefits  .  .  .  • 341 

Health  benefits   Ill 

Travel 118 

Transportation  of  things  5 

GSA  space  rental 214 

Communications,  utilities  and  miscellaneous  charges   14 

Other  services 21 

Working  Capital  Fund 88 

Operation  and  maintenance  of  equipment  12 

Supplies 32 

Equipment 78 

Federal  Employees'  Compensation  Act   -  253 

Total  Built-in  +$3,023 

Net  Program -$1,957 

Direct  FTE -25 
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Enhanced  Presence  in  the  Chemical  Industry 

Proposal :   To  provide  $413,000  to  enable  OSHA,  in  concert  with  EPA,  to  investigate 
hazardous  chemical  accidents. 

Rationale:   The  Clean  Air  Act  established  the  Chemical  Safety  and  Hazard  Investigation 
Board  which  was  charged  with  the  responsibility  to  examine  hazardous  chemical  accidents 
and  make  recommendations  to  government  and  industry  to  prevent  accidents.   With  the 
dissolution  of  the  Board,  OSHA  will  extend  its  existing  activities  to  assume  part  of 
this  responsibility. 

Program  Effects:   The  proposal  will  enable  OSHA  to  enhance  existing  efforts  and 
undertake  new  responsibilities.   Cooperative  activities,  including  joint  accident 
investigations,  will  be  undertaken  with  EPA.   OSHA  will  conduct  investigations  with  EPA 
under  a  jointly  developed  investigation  protocol .   The  proposal  will  provide  the 
necessary  funding,  including  travel,'  equipment  and  supplies  to  meet  the  agency's 
anticipated  need  for  increased  on-site  presence  required  by  thorough  accident 
investigation,  evaluation,  and  reporting. 

Base: 

FTE:  1.S83  Estimate:   S124.343 

Program  Increase: 

FTE: 0.  Estimate:      +  $413 


Government -wide  Reduction  in  FTE 

Proposal :   To  reduce  16  FTE  and  $885,000  in  the  Federal  enforcement  activity. 

Rationale:   To  comply  with  the  reductions  in  FTE  required  by  P.L.  103-226. 

Program  effects:  The  reduction  reflects  the  elimination  of  field  and  national  office 
positions  providing  supervisory  control  as  well  as  administrative  and  program  support. 
This  will  not  affect  the  number  of  safety  and  health  inspections  that  will  be 
conducted.   These  changes  are  consistent  with  restructuring  activities  to  streamline 
offices  and  reduce  overhead  and  review  functions. 

Base : 

FTE:   1.583  Estimate:   $124,343 

Program  Decrease: 

FTE:     -16  Estimate:  -S882 
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Government -wide  Reduction  of  Administrative  Expenses 

Proposal :   To  reduce  administrative  expenses. 

Rationale :   To  reflect  additional  savings  in  administrative  expenses  as  required  by 
Executive  Order  12837. 

Program  effects  :    The  proposal  will  reduce  $743,000  in  administrative  expenses  from 
the  Federal  enforcement  activity.   The  primary  effect  will  be  to  reduce  funding  for 
travel,  supplies,  equipment  and  contractual  services.   Reductions  will  necessitate  more 
careful  planning  and  conservation  of  costs  supporting  the  enforcement  activity. 

Base : 

FTE:   1.583  Estimate:   $124.343 

Program  Decrease: 

FTE:  0.  Estimate:      -£746 


Reduction  of  Federal  Enforcement  Positions 

Proposal :   To  reduce  nine  positions  and  $742,000  from  the  Federal  Enforcement  activity. 

Rationale :   Due  to  overall  budgetary  constraints,  the  agency  is  unable  to  support  all 
of  its  existing  positions. 

Program  effects:  The  reduction  reflects  the  elimination  of  control  positions  as  well  as 
clerical  jobs.   This  will  require  a  reevaluation  and  adjustment  of  the  organizational 
structure  supporting  enforcement  activities  to  minimize  any  detrimental  program 
effects . 

FTE:   1. 583  Estimate:   $124.343 

Program  Decrease: 

FTE:  ^i  Estimate:      -S742 
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(b)  .   aft!  Programs 

FY  1997  Budget  Request 

In  FY  1997,  $73,315,000  is  requested  for  fifty  percent  Federal  matching  grants 
for  the  25  states  operating  occupational  safety  and  health  programs  under  plans 
approved  by  the  Secretary.   State  plan  personnel  will  conduct  approximately  57,800 
safety  and  health  inspections,  including  an  estimated  46,000  safety  inspections  and 
11,800  health  inspections.   States  will  continue  to  perform  a  balance  of  enforcement 
and  assistance  activities  in  FY  1997.   The  request  will  provide  support  for  states 
to  follow  Federal  OSHA's  lead  in  providing  employers  the  choice  between  partnership 
and  traditional  enforcement. 

OSHA  will  continue  to  work  with  the  states  to  formulate  policies  which  affect 
occupational  safety  and  health  across  the  nation.   States  will  be  represented  at  all 
OSHA  stakeholder  meetings,  and  will  have  the  opportunity  to  participate  on  internal 
taskforces  and  provide  comments  on  draft  standards,  compliance  policies,  and  other 
documents.   State  involvement  in  policy  development  will  be  facilitated  through  an 
electronic  mail  system,  teleconferencing,  and  other  communication  technologies. 
States  will  be  encouraged  to  adopt  Federal  initiatives  where  appropriate.   At  the 
same  time,  states  will  retain  their  flexibility  to  serve  as  laboratories  of 
innovation,  experimenting  with  new  methods  for  achieving  workplace  safety  and 
health.   Alternative  programs  developed  by  the  states  will  include  workplace  safety 
and  health  programs,  new  standards  in  advance  of  Federal  rulemaking,  variations  of 
the  Maine  200  program,  and  use  of  workers'  compensation  data  to  target  inspection 
and  consultation  activities.   States  will  continue  to  develop  and  implement 
Cooperative  Compliance  Programs,  which  will  provide  assistance  to  high  hazard 
employers  in  complying  with  OSHA  requirements.   States  will  also  continue  to  provide 
training,  consultation,  and  technical  assistance  for  employers  and  employees. 

As  OSHA's  performance  measurement  system  is  developed  and  outcome  measures  are 
identified  for  the  Federal  program,  OSHA  will  work  closely  with  the  states  to 
determine  similarly  appropriate  indicators  for  state  activity.   The  new  system  will 
shift  focus  away  from  measuring  activities  such  as  inspections  and  focus  instead  on 
program  results,  such  as  the  number  of  employees  removed  from  hazards. 

State  benchmarks  for  compliance  staff  will  continue  to  be  revised  as 
appropriate.   Final  section  18(e)  consideration  will  be  initiated  for  states  which 
meet  benchmark  requirements  and  other  qualifying  criteria,  and  whose  performance  is 
determined  to  be  at  least  as  effective  as  the  Federal  program  in  providing  safe  and 
healthful  places  of  employment.   Final  18(e)  approval  may  be  reconsidered  in 
instances  where  a  state's  performance  declines.   OSHA  will  continue  to  work  with  the 
states  to  support  implementation  of  program  performance  improvements  where  needed. 

Major  workload  categories  for  state  program  activity  and  the  distribution  of 
grant  funds  for  state  operational  programs  are  as  follows: 

1995  1996  1997 

Workload/Output  Measures:  ACiuai       Estimate         Estimate 


Number  of  operational  grants: 


25  25 


state  enforcement  inspections:  6Q,573         55.QP0  5?'8?? 

Safety   

Health   


44,000  46,000 

11,000  11,800 
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Operational  Grants  -- 

Total  Obligations  by  State: 

Alaska   

Arizona  

California   

Connecticut  

Hawaii   

Indiana  

Iowa   .  .  

Kentucky   

Maryland   

Michigan   

Minnesota  

Nevada   

New  Mexico   

New  York   

North  Carolina   

Oregon   

Puerto  Rico  

South  Carolina   

Tennessee  

Utah 

Vermont  

Virgin  Islands   

Virginia   

Washington   

Wyoming  


1995 

1996 

1997 

Actual 

Estimate 

Estimate 

S70.519.507 

S68.295.000 

S73.315.000 

$1,233,744 

$1,194,800 

$1,241,000 

1,239,073 

1,200, 000 

1,341,000 

17,657,488 

17,100,500 

18,446, 000 

458,464 

444, 000 

465,000 

1,382,486 

1,338,900 

1,397,000 

2,696,259 

2,611,200 

2, 973,000 

1,222,755 

1,184,200 

1,310,000 

2,667,359 

2,583,200 

2,712,000 

3,270,170 

3,167,000 

3,325,000 

8,082,299 

7,827,400 

8,358,000 

2,560,416 

2,479,700 

2,711,000 

946,879 

917,000 

965,000 

737,630 

714,400 

778,000 

2,532,208 

2,452,300 

2,579,000 

3,233,343 

3,131,400 

3,463,000 

4,253,807 

4,119,600 

4,291,000 

1,982,838 

1,920,300 

2,010,000 

1, 814, 889 

1,757,600 

1, 926,000 

1,992,906 

1,930,000 

2,152,000 

834,351 

808,000 

886,000 

566,962 

549, 100 

574,000 

280,585 

271, 700 

282,000 

2,780,663 

2,693,000 

2, 968,000 

5,706,745 

5,526,700 

5,771,000 

385, 188 

373,000 

391,000 

FY  1996 

In  FY  1996,  State  plans  will  continue  to  be  actively  involved  in  the  process  of 
change  and  the  achievement  of  overall  agency  goals.   States  will  be  encouraged  to 
adopt  similar  policies,  but  may  choose  to  achieve  these  goals  through  the 
development  of  alternative  objectives  and  policies.   Innovations  will  be  recognized 
through  the  development  of  pilot  performance  agreements  with  selected  state 
programs.   OSHA  will  continue  to  facilitate  state  involvement  in  developing  and 
implementing  national  safety  and  health  policies  through  improved  communication 
mechanisms,  such  as  conference  calls,  e-mail,  and  participation  in  meetings.   State 
plans  will  be  encouraged  to  develop  programs  modeled  on  the  Maine  200  concept.   Full 
implementation  of  the  agency's  revised  State  plan  monitoring  system  will  improve  the 
efficiency  and  quality  of  OSHA's  evaluation  of  state  programs.   State  plan  personnel 
will  conduct  an  estimated  55,000  inspections,  including  approximately  44,000  safety 
and  11,000  health  inspections. 


In  addition  to  enforcement,  State  personnel  are  involved  in  outreach  and 
compliance  assistance  activities.   Many  states  have  extensive  training  programs  for 
employers  and  employees.   All  state  plans  provide  consultation  to  public  sector 
employees,  and  eight  states  provide  private  sector  consultation  under  their  plans. 
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Five  states  are  currently  implementing  Cooperative  Compliance  Programs,  and  six 
additional  states  are  developing  such  programs. 

FY  1995 

In  FY  1995,  State  plan  inspectors  conducted  60,573  safety  and  health  worksite 
inspections  (48,151  safety  and  12,422  health  inspections).   In  keeping  with  Federal 
OSHA's  1995  goals  and  objectives,  several  states  undertook  innovative  approaches  to 
improve  workplace  safety  and  health,  including  special  targeting  and  training 
programs.   The  agency  focused  on  developing  a  mechanism  to  allow  full  participation 
of  State  plan  partners  in  the  development  and  implementation  of  OSHA  goals  and 
objectives.   State  plan  representatives  continued  to  participate  in  the  agency's 
reinvention  activities. 

Changes  for  1997 
($  in  Thousands) 

Activity  Changes: 
Built-in: 

State  Programs  grants   $3 . 323 

Total  Built-in  +$3,323 

Net  Program  +$1,6  97 

Direct  FTE  

Partnershin  Initiative 

Proposal :   To  provide  $2,700,000  to  allow  OSHA's  state  partners  to  follow  OSHA's 
lead  and  implement  partnership  initiatives. 

Rationale:   The  New  OSHA  is  premised  upon  offering  employers  a  choice  between 
partnership  and  traditional  enforcement.   As  OSHA  establishes  strategic  teams 
dedicated  to  expanding  partnership  among  the  employer  community.  State  plan  states 
must  also  be  afforded  the  opportunity  to  expand  partnership  opportunities.   Grant 
funds  would  be  made  available  to  states  that  choose  to  follow  OSHA's  lead  and 
implement  this  initiative. 

Program  Effects:   As  both  Federal  OSHA  and  State  partners  expand  outreach 
capabilities,  true  nationwide  partnerships  with  nationwide  firms  will  emerge. 
Programs  will  be  developed  that  address  the  most  acute  problems  and  work  processes 
in  the  workplace.   Efforts  to  promote  voluntary  compliance  will  be  expanded  as  the 
agency  works  with  employers  who  choose  partnership  and  voluntarily  promote  workplace 
safety  and  health. 

Estimate:   S71.618 


Estimate:   +S2.700 


Base : 

FTE 

:  Q 

Program  : 

Increase 

FTE 

:  2 
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GOVernment-wide  Reduction  of  Administrative  Emensps 
Proposal :   To  reduce  administrative  expenses. 

Rationale:   To  reflect  additional  savings  in  administrative  expenses  as  required  bv 
Executive  Order  12837. 

Program  Ef  f fiffts :   The  proposal  will  reduce  $1,003,000  in  built-in  cost  of  living 
expenses  provided  to  State  plan  states.   The  impact  of  this  reduction  will  vary  from 
state  to  state.   States  may  find  it  necessary  to  duplicate  Federal  efforts  to  trim 
administrative  expenses  or  streamline  procedures. 


Ease.: 


FTE: 


Estimate:   S71.618 
Program  Decrease 

FTE:  — a  Estimate:   -S1.003 
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TECHNICAL  SUPPORT 
($  in  Thousands) 


FY  1996  FY  1997  Difference 

Conference  Estimate  FY96/FY97 

EXE       Amount  £T£     Amount  FTE    Amount 

141       $18,002  139      $20,445  -2    +$2,443 


Introduction: 

This  activity  provides  specialized  technical  services  and  support  for  OSHA's 
program  operations.   Major  component  functions  are:   (1)  safety  engineering, 
ergonomics,  industrial  hygiene,  and  medical  assistance  for  the  abatement  and  control 
of  workplace  hazards;  (2)  technical  expertise  and  advice  with  respect  to  construc- 
tion issues;  (3)  regulatory  studies  and  analyses  required  by  Executive  Order  12866, 
the  Regulatory  Flexibility  Act,  and  the  Paperwork  Reduction  Act;  (4)  environmental 
impact  statements  required  by  the  National  Environmental  Policy  Act;  (5)  variance 
determinations  and  laboratory  accreditation;  (6)  chemical  analysis  and  equipment 
calibration;  and  (7)  maintenance  of  docket,  technical  and  scientific  databases. 

Funding  and  FTE  for  this  activity  during  the  last  five  years  have  been  as 
follows : 

Funding        FTE 

FY  1992  

FY  1993  

FY  1994  .  .-.  .  .  . 

FY  1995  

FY  1996  

FY  1997  Budget  Request 

The  budget  request  for  this  activity  will  enable  OSHA  to  provide  technical 
support  for  its  program  operations.   Technical  support  resources  will  be  focused  on 
providing  better  information  and  services  to  OSHA's  customers.   OSHA's  ongoing 
Information  Technology  Plan  will  lead  to  better  and  more  efficient  use  of  new 
technologies,  and  allow  for  closer  coordination  and  integration  of  data  systems. 
Enhanced  use  of  technology  by  compliance  officers  will  increase  their  capacity  to 
help  employers  and  employees  reduce  workplace  hazards.   In  response  to  an  increasing 
demand  for  safety  and  health  information  from  employers,  employees,  and  others, 
information  will  be  made  more  readily  available  to  the  public  through  a  variety  of 
electronic  means.   As  resources  are  available,  OSHA  will  expand  its  efforts  to 
provide  electronic  access  to  explanatory  and  interpretive  materials  through 
Internet,  FAX -ON -DEMAND,  and  the  OSHA  Computerized  Information  System  (OCIS) ,  which 
is  available  to  the  public  through  the  Department  of  Labor  Bulletin  Board  (DOL-BBS) . 
New  expert  system  software  under  development  will  assist  employers  in  complying  with 
individual  standards . 


$17, 

426 

175 

$17, 

377 

169 

$17, 

937 

152 

$18, 

883 

151 

$18, 

002 

141 
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OSHA  will  maintain  liaison  with  the  Interagency  Testing  Committee,  the  National 
Cancer  Institute,  the  National  Institute  for  Occupational  Safety  and  Health,  and  the 
National  Toxicology  Program.   The  agency  will  review  State  plan  variance  programs, 
and  respond  to  requests  for  variance  determinations.   OSHA  will  conduct  regulatory 
analyses  and  environmental  impact  studies,  some  of  which  will  be  continuations  of 
projects  begun  in  previous  years.   The  agency's  medical  support  staff  will  initiate 
a  partnership  with  the  Joint  Commission  on  Accreditation  of  Health  Organizations  to 
establish  performance  standards  for  health  care  workers.   OSHA  will  continue  joint 
technical  activities  with  EPA  in  connection  with  the  assumption  of  responsibilities 
of  the  Chemical  Safety  Board. 

In  1997,  OSHA  expects  to  analyze  approximately  67,000  samples.   Much  of  this 
activity  will  result  from  the  agency's  involvement  in  National  Emphasis  Programs 
concerning  emerging  health  issues,  such  as  silica.   OSHA  will  continue  to  provide 
technical  support  for  safety  and  health  efforts  in  conjunction  with  the  North 
American  Free  Trade  Agreement  (NAFTA) .   Additionally,  OSHA  will  continue  to  meet  the 
requirements  of  the  Nationally  Recognized  Testing  Laboratory  (NRTL)  Accreditation 
Program  to  evaluate  domestic  and  foreign  organizations  that  apply  for  authorization 
to  certify  products  for  use  in  the  workplace. 

The  following  table  identifies  the  major  workload  categories  for  Technical 
Support  during  the  period  FY  1995-1997: 


1995  1996  1997 

Workload/Output  Measures:  ActuaJ,  Estimate  Estimate 

Laboratories : 

Chemical  samples  analyzed  67,376  67,300  67,000 

Average  turnaround  (days  in  lab)   .  .  12  12  12 

Equipment  units  calibrated   7,100  7,000  6,845 

Average  turnaround  (days)  83  83  79 

Equipment  units  repaired   3,200  3,100  3,040 

Average  turnaround  (days) 86  86  82 


FY  1996 

OSHA's  Information  Technology  Plan,  implemented  in  FY  1995,  will  continue  to 
provide  a  blueprint  for  integrating  the  agency's  data  systems,  increasing  the 
competence  of  compliance  officers,  and  coordinating  the  agency's  use  of  new 
technologies  in  assisting  employers  and  employees.   The  linking  of  OCIS  and  the 
Integrated  Management  Information  System  (IMIS)  will  provide  strong  data  access  and 
analysis  capability  to  improve  agency  activities,  customer  responsiveness  and  public 
access.   Included  in  this  effort  will  be  a  newly  developed  operation  plan  for 
electronically  disseminating  safety  and  health  information  to  the  public.   OSHA  will 
continue  to  provide  technical  assistance  in  the  chemical  industry.  OSHA's  technical 
centers  at  Cincinnati  and  Salt  Lake  City  will  continue  to  provide  analytic  and 
calibration  services  for  OSHA's  enforcement  activities,  and  expand  their  roles  in  the 
provision  of  technical  advice  and  assistance  within  OSHA  and  to  those  outside  the 
agency  as  requested. 
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FY  19?5 

In  1995,  OSHA  continued  development  and  implementation  of  an  Information 
Technology  Plan,  enabling  the  agency  to  implement  closer  coordination  and  integra- 
tion of  its  data  systems.   The  agency  focused  technical  support  resources  on 
improving  outreach,  common  understanding  of  standards,  and  assistance  to  OSHA's 
customers.   OSHA's  improvements  in  information  technology  included  minicomputer 
replacements  at  the  Salt  Lake  Technical  Center  (SLTC)  and  Cincinnati  Technical 
Center  (CTC) .   These  upgrades  allow  for  faster  and  more  complex  chemical  analyses, 
and  increased  efficiency  in  maintenance  and  calibration  of  compliance  technical 
equipment . 

Expansion  of  OSHA's  optical  disk  imaging  system  provided  greater  access  to 
technical  information  for  both  OSHA  offices  and  the  public.   OSHA,  jointly  with  EPA, 
assumed  part  of  the  responsibilities  of  the  Chemical  Hazard  and  Safety  Investigation 
Board  by  conducting  investigations  of  hazardous  chemical  accidents  under  a  joint 
protocol .   In  addition  to  supporting  agency  activity,  OSHA  provided  technical 
support  for  safety  and  health  efforts  related  to  NAFTA.   The  agency  evaluated 
testing  laboratories  that  applied  for  accreditation  under  the  NRTL  program  to 
certify  products  for  use  in  the  workplace.   OSHA's  medical  support  staff  focused  on 
new  and  complex  issues  facing  the  health  care  industry,  including  compliance  with 
the  bloodborne  pathogens  rule,  and  the  rising  incidence  of  infectious  diseases  at 
worksites . 

Changes  for  1997 
($  in  Thousands) 

Activity  changes: 

Built-in: 

Annualization  of  FY  1996  pay  increase $47 

Federal  pay  raise  effective  January  1997  170 

Employee  bonuses  3 

Personnel  benefits  33 

Health  benefits   11 

Travel  7 

GSA  space  rental 62 

Communications,  utilities  and  miscellaneous  charges •  8 

Advisory  and  assistance  services    60 

Other  services 6 

Purchases  of  goods  and  services  from  other  Government  accounts  ...  24 

Supplies 20 

Equipment 19 

Total  Built-in +$470 

Net  program  +$1,973 

Direct  FTE -2 
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Common  Sense  Regulation 

Proposal :   To  provide  $275,000  to  improve  OSHA's  approach  to  the  regulatory  process. 

Rationale ;   OSHA  has  embarked  on  a  major  project  that  will  involve  the  rewriting, 
streamlining  and  updating  of  nearly  one-third  of  the  agency's  safety  and  health 
regulations.   Resources  are  required  to  accelerate  the  pace  of  these  revisions  and 
establish  an  ongoing  process  to  identify,  and  eliminate  or  revise,  provisions  of 
standards  that  are  confusing  or  proving  difficult  for  the  regulated  community  to 
comply  with.   As  part  of  this  request,  the  agency  will  undertake  efforts  to  improve 
hazard  communication  in  the  workplace . 

Program  Effects:   The  proposal  will  enable  OSHA  to  focus  on  eliminating  or  revising 
outdated  and  confusing  standards  and  work  with  stakeholders  to  develop  plain 
language   that  can  be  understood  by  the  regulated  community.   Efforts  to  improve 
hazard  communication  will  increase  awareness  and  understanding  of  the  variety  of 
toxic  substances,  and  their  effects  in  the  workplace. 


Estimate:   $18. 472 


Base 

FTE 

:    111 

Program   : 

FTE 

0 

■■$275 


Enhanced  Presence  in  the  Chemical  Industry 

Proposal :   To  provide  five  FTE  and  $2,162,000  to  enable  OSHA,  in  concert  with  EPA, 
to  investigate  hazardous  chemical  accidents. 

Rationale :   The  Clean  Air  Act  established  the  Chemical  Safety  and  Hazard  Investiga- 
tion Board  which  was  charged  with  the  responsibility  to  examine  hazardous  chemical 
accidents  and  make  recommendations  to  government  and  industry  to  prevent  accidents. 
With  the  dissolution  of  the  Board,  OSHA  will  extend  its  existing  activities  to 
assume  part  of  this  responsibility. 

Program  Effects:   The  proposal  will  enable  OSHA  to  enhance  existing  efforts  and 
undertake  new  responsibilities.   Cooperative  activities,  including  joint  accident 
investigations,  will  be  undertaken  with  EPA.   OSHA  will  conduct  investigations  with 
EPA  under  a  jointly  developed  investigation  protocol.   Contract  support  will  be 
expanded  to  provide  technical  expertise  and  analytical  support  while  cooperative 
activities  with  State  and  local  agencies  and  other  stakeholders  will  continue.   OSHA 
and  EPA  will  develop  reports  dealing  with  accident  causation  and  safety  recommenda- 
tions.  Additionally,  the  agencies  will  develop  a  multi-level  internal  and  external 
expert  review  process  to  analyze  accident  reports  and  other  chemical  safety  reports, 
and  make  recommendations  concerning  future  activities. 


Base  : 


$18.472 


Program  Increase: 

FTE:  +£  Estimate:    +S2 . 162 


988 


OSHA-38 

Government-wide  Reductions 

Proposal :   To  reduce  seven  FTE  and  $264,000  in  the  technical  support  activity. 

Rationale:   To  comply  with  the  reductions  in  FTE  required  by  P.L.  103-226. 

Program  effects:   Reductions  reflect  elimination  of  control  positions  consistent 
with  the  Administration's  objective  of  reducing  Federal  employment.   Successful 
implementation  of  reinvention  initiatives  and  other  process  improvements  will 
minimize  the  impact  of  these  reductions. 

Base.: 

FTE:    141  Estimate:   S18.472 


Program  Decrease: 

FTE:  z2  Estimate:  -S264 

Government -wide  Reduction  of  Administrative  Expenses 

Proposal :   To  reduce  administrative  expenses  as  required  by  Executive  Order  12837. 

Rationale:   To  reflect  additional  savings  in  administrative  expenses  pursuant  to  the 
President's  program  to  control  Federal  spending. 

Program  effects:   The  proposal  will  reduce  $200,000  in  administrative  expenses  from 
the  technical  support  activity.   The  primary  effect  will  be  to  reduce  funding  for 
consultative  services,  equipment,  supplies  and  travel. 

Base: 

FTE:    141  Estimate:   S18.472 


Program  Decrease: 

FTE: 2  Estimate:  -$20Q 
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($  in  Thousands) 

"  199S  ^  ""  Difference 

Conference  Estimate  FY96/FY97 

£XE   amount  ZTE   amount         fie    amount 

Subactivil-y 
(a) .   Federal: 

266    $35,129  524    $S1,970  +258    +$16,841 

(b) .   State: 

0    $32,479  0    $33,064  n        ^coc 


Introduction 

This  activity  contributes  to  a  balanced  use  of  the  authority  vested  in  OSHA  by 
the  Congress  through  a  variety  of  employer  and  employee  assistance  activities 
inclu-ding:   (l)  conducting  general  outreach  activities  and  providing  technical 
assistance  at  the  request  of  employers,  (2)  fostering  and  promoting  Voluntary 
Protection  Programs  (VPPs)  that  give  recognition  and  incentives  to  employers  who 
establish  exemplary  occupational  safety  and  health  programs;  (3)  providing  courses 
through  the  OSHA  Training  Institute  to  increase  the  technical  safety  and  health 
competence  of  Federal,  state  and  private  sector  employers,  employees  and  their 
representatives;  (4)  providing  leadership,  in  accordance  with  Executive  Order  12196 
to  assist  Federal  agencies  in  establishing  and  maintaining  effective  occupational 
safety  and  health  programs  for  their  employees;  (5)  ensuring  the  availability  of 
onsite  consultative  services  for  employers  who  request  assistance  in  achieving 
voluntary  employee  protection;  and  (6)  directing  a  competitive  grants  program  to 
provide  training  for  workers  and  employers  in  new  OSHA  standards  and  high-hazard 
areas . 

Funding  and  FTE  for  this  activity  during  the  last  five  years  have  been  as 

follows : 


Funding  E1E  Funding 

FY  1992    $11,183  109  $26,597 

FY  1993    $12,416  104  $28,541 

FY  1994    $12,992  93  $30,982 

FY  1995    $13,410  91  $31,564 

FY  199<=    $35,129  266  $32,479 
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(a) .   Compliance  Assistance  -  Federal 

FY  1997  Riirioet.  Request 

In  FY  1997,  consistent  with  the  partnership  attributes  of  the  New  OSHA  and  a 
growing  emphasis  on  compliance  assistance,  the  agency  will  explore  ways  to  increase 
and  encourage  cooperation  between  workers  and  employers  and  promote  voluntary 
programs.   OSHA' s  FY  1997  budget  request  will  build  upon  the  agency's  commitment  to 
build  partnerships  with  employers.  Staff  resources  dedicated  to  providing  compliance 
assistance  in  the  field  have  been  transferred  from  the  Federal  Enforcement  activity 
to  Compliance  Assistance.   This  will  enable  OSHA  to  more  clearly  identify  the  nature 
of  agency  activities  and  to  more  properly  measure  agency  programs  consistent  with 
the  requirements  of  the  Government  Performance  and  Results  Act  (GPRA) .   Agency  staff 
will  continue  to  respond  to  employer/employee  requests  for  assistance. 

OSHA  will  pursue  a  number  of  avenues  of  cooperation  with  employers,  employees 
and  other  stakeholders  in  addressing  workplace  safety  and  health.   The  agency  will 
expand  its  current  outreach  activities,  including  training  and  information  ex- 
changes, as  well  as  the  provision  of  technical  assistance  to  employers  requesting 
such  help.   OSHA  will  work  with  state  and  local  governments,  insurance  companies, 
trade  associations,  unions  and  others  to  promote  safety  and  health  programs, 
identify  hazards  and  develop  sources  of  data  and  referral  systems  for  hazard 
identification.   OSHA  partnership  strategies,  involving  employer  incentives  and  the 
leveraging  of  government  and  private  sector  resources,  will  span  a  variety  of 
suitable  approaches  for  different  employers  and  workplace  hazards. 

OSHA  will  enhance  the  impact  of  VPPs  by  streamlining  the  process  of  reviewing 
and  evaluating  applicants,  leveraging  private  sector  assistance  in  review  of  VPP 
participant  sites,  and  expanding  the  ongoing  mentoring  program  of  potential  VPP 
applicants  by  present  VPP  participants.   Attention  will  be  focused  on  demonstrating 
the  benefits  of  effective  safety  and  health  program  management.   OSHA  will  recognize 
model  facilities  and  programs  in  non- traditional  sectors,  such  as  hazardous  service 
industries.   Corporate-wide  efforts,  such  as  the  Construction  Safety  Excellence 
program,  will  continue.   OSHA's  efforts  tc  communicate  the  successes  of  VPPs  are 
expected  to  result  in  an  estimated  325  participants. 

OSHA  will  enter  the  final  phase  of  the  rollout  of  its  redesigned  area  offices. 
New  approaches  used  by  the  redesigned  offices  may  include  a  variety  of  proactive 
interactions  with  employers  other  than  inspections,  including:   partnerships  with 
trade  associations,  labor  unions,  insurers  and  other  interested  parties;  training, 
outreach  and  technical  assistance  to  these  groups  and  to  employers  concerning 
anticipated  enforcement  emphasis  programs  and  compliance  with  OSHA  standards; 
increased  use  of  technologies  such  as  computers  and  video  cameras  to  streamline  work 
processes;  use  of  Response  Teams  and  Strategic  Intervention  Teams  to  target 
initiatives  and  problem- solving  strategies;  and  evaluation  of  actual  results  rather 
than  agency  activities. 

OSHA's  Training  Institute  will  continue  to  provide  training  to  facilitate 
OSHA's  reinvention  goals  and  other  initiatives.   Increased  technical  training  will 
be  required  as  OSHA  escalates  the  percentage  of  front-line  workers  and  further 
empowers  them  to  act  in  meeting  customer  service  expectations.   Emphasis  will  be 
placed  on  training  Federal  and  State  OSHA  staff  in  new  agency  policies.   It  is 
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expected  that  in  1997,  5,000  students  will  be  trained  by  education  centers  selected 
and  sanctioned  by  the  Institute.   OSHA  will  provide  technical  assistance  and 
training  to  Federal  agencies  and  evaluate  selected  Federal  safety  and  health 
programs . 

OSHA  will  focus  its  outreach,  training  and  education  efforts  on  identified 
targets.   Comprehensive  programs  including  grants,  seminars  and  education  materials 
will  be  developed.   Efforts  will  be  coordinated  with  employer  and  employee  groups. 
Working  in  partnership  with  representatives  from  professional  societies  and 
stakeholders,  OSHA  will  implement  strategies  for  the  delivery  of  a  training  program 
specifically  designed  to  respond  to  the  needs  of  small  employers.   Resources 
requested  in  FY  1997  will  allow  for  the  development  of  outreach  strategies  for  small 
business. 

Training  and  education  programs  will  continue  to  be  a  vital  programmatic  tool 
in  the  agency's  effort  to  focus  on  the  most  serious  threats  to  workplace  safety  and 
health.   The  agency  will  fund  an  estimated  30  training  and  education  grants  in  1997. 
Based  on  a  planned  review  of  the  program,  the  agency  will  make  recommendations  for 
improving  the  system  for  providing  opportunities  to  labor  unions,  trade  associa- 
tions, and  community -based  organizations  to  develop  and  deliver  training  for  workers 
in  hazard  recognition.   Emphasis  will  be  placed  on  providing  training  services  for 
vulnerable  workers. 

The  distribution  of  training  and  education  grant  funds  is  as  follows: 

1995  1996  1997 

Workload'/Output  Measures :  Actual  Estimate  Estimate 

Training  and  Education: 

Training  and  education  grants  30  30  30 

Financing  S2. 657. 000  S2. 907. 000  S2. 907. 000 

Direct  Appropriation   .  .  .      $2,157,000         $2, 157, 000  $2,157,000 

Retained  Tuition   $500,000  $750,000  $750,000 


FY  1996 

In  FY  1996,  OSHA's  compliance  assistance  activity  will  help  to  promote  compre- 
hensive safety  and  health  programs,  and  expand  their  effective  implementation  in 
high  hazard  industries  and  small  businesses,  through  partnerships,  consultation, 
training  and  education  and  voluntary  protection.   OSHA  will  continue  to  give  high 
priority  to  its  Voluntary  Protection  Program  (VPP)  and  hopes  to  increase  the  number 
of  VPP  participants.  OSHA  will  continue  its  program  of  mentoring  by  VPP  partici- 
pants, and  will  implement  VPP  strategies  in  construction  and  manufacturing.   The  VPP 
Policies  and  Procedures  Manual,  revised  in  FY  1995,  will  be  published  and  distrib- 
uted in  FY  1996.   OSHA  will  develop  strategies  and  alternatives  for  the  delivery  of 
training  services  to  address  the  needs  of  small  business  employers. 


25-051  96-32 
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FY  1995 

In  FY  1995,  the  agency  funded  30  training  and  education  grants,  including  a 
fifth  round  of  logging  grants.   With  stakeholder  participation,  the  agency  reviewed 
the  current  training  grants  program  to  consider  enlarging  categories  of  grant 
recipients,  redefining  target  populations  to  include  vulnerable  workers,  and 
revising  program  objectives  to  include  specific  hazards,  specific  industry  focus, 
and  other  programmatic  issues.   Four  new  OSHA  Training  Institute  Education  Centers 
were  established  in  1995.    The  Institute  conducted  training  for  compliance  officers 
and  others  on  safety  and  health  program  management  evaluation. 

The  VPP  Policies  and  Procedures  Manual  was  revised,  incorporating  reinvention 
initiatives  such  as  increasing  participation  in  the  program,  reducing  resource 
requirements,  decreasing  application  processing  time,  and  clarifying  the  exemption 
policy.   Fifty  worksites  participated  in  the  program  of  mentoring  by  VPP  participants 
and  others.   The  agency  developed  specific  VPP  strategies  for  construction  and 
manufacturing.   The  total  number  of  participating  worksites  reached  228  in  1995. 

Changes  for  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  FY  1996  pay  increase $84 

Federal  pay  raise  effective  January  1997  304 

Employee  bonuses  ^ 

Personnel  benefits  68 

Health  benefits   19 

Travel 59 

Transportation  of  Things  3 

GSA  space  rental 80 

Communications,  utilities  and  miscellaneous  charges   15 

Printing  

Other  services  

Working  Capital  Fund 63 

Supplies 18 

Equipment   

Training  and  education  grants   58 

Federal  Employees'  Compensation  Act  (FECA) =-8-2 

Total  Built-in +$842 


•let  Program +$15,999 

Direct  FTE +258 
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Partnership  Initiative 

PrgPQSal :   To  provide  283  FTE  and  $18,839,000  to  build  upon  OSHA's  commitment  to 
reinvention  and  expand  partnership  opportunities  to  employers. 

Rationale:   The  New  OSHA  is  premised  upon  offering  employers  a  choice  between 
partnership  and  traditional  enforcement.   The  partnership  initiatives  will  establish 
strategic  teams  throughout  the  agency  that  are  dedicated  to  achieving  results  in  the 
workplace.   An  additional  component  of  this  request  is  the  establishment  of  small 
business  specialists  at  the  local  level  to  promote  an  atmosphere  between  OSHA  and 
the  small  business  community  that  will  enhance  voluntary  compliance  and  improve 
safety  and  health  working  conditions  for  those  employed  by  small  businesses. 

Program  Effects :   The  proposal  will  provide  additional  staff  and  resources  to 
support  OSHA's  growing  compliance  assistance  efforts.   Within  the  model  of  OSHA's 
redesigned  offices,  the  coordinated  use  of  multi-disciplined  strategic  teams  will 
expand  outreach  capabilities  as  compliance  specialists  define,  target,  and  implement 
programs  that  address  those  workplaces  and  work  processes  with  the  most  acute 
problems.   The  teams  will  support  improvements  already  realized  through  the 
introduction  of  the  agency's  reinvention  model  --  one  which  creates  redesigned  area 
offices  geared  toward  achieving  results,  improving  performance  and  expanding 
customer  service.   The  addition  of  small  business  specialists  will  enable  the  agency 
to  mobilize  resources  in  providing  training  and  assistance  to  small  employers. 
These  advocates  will  help  small  businesses  deal  with  specific  technical,  administra- 
tive and  compliance  problems  facing  that  community. 

Base: 

FTE:  2££  Estimate:   S3S.971 

Program  Increase: 

FTE:   +283  Estimate:  +£18.839 


Enhanced  Presence  in  the  Chemical  Industry 

Proposal :   To  provide  $425,000  to  enable  OSHA,  in  concert  with  EPA,  to  investigate 
hazardous  chemical  accidents. 

Rationale:   The  Clean  Air  Act  established  the  Chemical  Safety  and  Hazard  Investiga- 
tion Board  which  was  charged  with  the  responsibility  to  examine  hazardous  chemical 
accidents  and  make  recommendations  to  government  and  industry  to  prevent  accidents . 
With  the  dissolution  of  the  Board,  OSHA  will  extend  its  existing  activities. 

Program  Effects:   The  proposal  will  enable  OSHA  to  enhance  existing  efforts  and 
undertake  new  responsibilities.   Cooperative  activities,  including  joint  accident 
investigations,  will  be  undertaken  with  EPA.   OSHA  will  conduct  investigations  with 
EPA  under  a  jointly  developed  investigation  protocol.   This  funding  will  support  the 
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agency's  efforts  to  deliver  training  on  the  joint  investigation  protocol  to  staff, 
and  make  training  available  to  Federal  agencies,  industry,  labor  and  other  inter- 
ested parties. 

FTE:    266  Estimate:  S35.971 

Program  Increase: 

FTE:  £  Estimate:  tS425 

Government -wide  Reductions 

Proposal :   To  reduce  18  FTE  and  $1,035,000  in  the  compliance  assistance  activity. 

Rationale:   To  comply  with  the  reductions  in  FTE  required  by  P.L.  103-226. 

Program  effects:   Reductions  reflect  elimination  of  national  and  regional  office 
control  positions  as  well  as  a  reduction  in  support  positions.   Efforts  will  be 
undertaken  to  restructure  activities  and  streamline  operations  to  minimize  the 
impact  of  these  reductions. 

Base : 

FTE:    266  Estimate:  S35.971 

Program  Decrease: 

FTE :    -  is  Estimate:    -SI . 035 

Government -wide  Reduction  of  Administrative  Expenses 

Proposal :   To  reduce  administrative  expenses  as  required  by  Executive  Order  12837. 

Rationale:   To  reflect  additional  savings  in  administrative  expenses  pursuant  to  the 
President's  program  to  control  Federal  spending. 


Program, 


effects:   The  proposal  will  reduce  $745,000  in  administrative  expenses  from 


the  compliance  assistance  activity.   The  primary  effect  will  be  to  reduce  funding 
for  travel,  contractual  services,  printing  and  equipment.   Reductions  will  r- 
ecessitate  more  careful  planning  and  conservation  of  costs  supporting  the  Federal 
assistance  activity. 

Base : 

FTE:    266  Estimate:   $35. 971 

Program  Decrease: 

FTE :    Q_  Estimate:     -S745 
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Reduction  of  Federal  Assistance  Positi6na 

Proposal :   To  reduce  seven  positions  and  $1,485,000  from  the  Federal  assistance 
activity. 

Rationale:   Due  to  overall  budgetary  constraints,  the  agency  is  unable  to  support  all 
of  its  existing  positions. 

Program  Effects:   The  reduction  will  require  a  reevaluation  and  adjustment  of  activi- 
ties to  minimize  program  effects. 

Base: 

FTE:    266  Estimate:   £35.971 

Program  Decrease: 

FTE:  -JL  Estimate:   -SI. 485 
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(b) .   Compliance  Assistance  -  State 

FY  1997  Budget  Request 

In  FY  1997,  designated  state  agencies  will  conduct  an  estimated  25,000  onsite 
consultation  visits  through  90  percent  Federally  funded  cooperative  agreements. 
Ongoing  revisions  to  the  consultation  program  will  increase  its  impact  on  injury  and 
illness  rates  in  smaller  establishments.   Performance  agreements  with  state  agencies 
will  ensure  necessary  program  flexibility  to  tailor  workplans  to  identified  needs  in 
each  state.   State  projects  will  be  evaluated  on  their  success  in  achieving 
established  goals  and  on  the  effectiveness  and  impact  of  program  performance. 
Projects  will  offer  a  variety  of  services  which  will  lead,  in  many  cases,  to  more 
comprehensive  visits.   Services  include  safety  and  health  program  assessment  and 
assistance,  hazard  identification  and  control,  and  training  of  employers  and  their 
employees.   Worker  participation  will  also  be  an  important  element  of  consultation 
programs.   States  are  expected  to  promote  their  services  and  to  give  priority  to 
employers  with  the  highest  injury/illness  rates.   Increased  outreach  and  program 
development  assistance  will  be  directed  toward  identified  high-hazard  areas. 

The  following  table  identifies  the  major  workload  categories  for  state 
consultation  during  the  period  FY  1995-1997: 


Workload/Output  Measures: 

Onsite  Consultation: 

Consultation  visits      .  .  . 

Initial  visits   

Training  and  assistance  visits 
Follow-up  visits   

No  of  States  and  Jurisdictions 
Covered  

Plan  States  

Non-plan  States  

Financing 

Federal  payments   


199S 
Actual 


24, 

799 

19, 

641 

2, 

129 

3, 

029 

46. 

15 

31 

$31, 564 

,000 

1996 
Estimate 


24.000 

19,200 

2,100 

2,700 


46. 
15 


$32,479, 000 


1997 
Estimate 


25.000 

19,600 

2,400 

3,000 


46. 
15 
31 


$33,064,000 


FY  1996 

In  FY  1996,  OSHA  will  work  towards  aligning  state  consultation  services  with 
Federal  initiatives  for  enforcement  and  compliance  assistance.   Assistance  will  be 
made  available  to  employers  in  conjunction  with  Cooperative  Compliance  Programs  as 
well  as  various  alternative  approaches  emanating  from  redesigned  offices.   OSHA  will 
develop  pilot  performance  agreements  with  selected  consultation  projects  to  identify 
and  recognize  program  innovations.   The  Consultation  Policies  and  Procedures  Manual, 
revised  in  FY  1995,  will  be  published  and  distributed.   Revisions  to  the  consulta- 
tion program  identified  in  FY  1995  will  be  implemented.   The  agency  will  begin 
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evaluating  state  projects  on  their  success  in  motivating  and  helping  employers  to 
establish  safety  and  health  programs  that  significantly  reduce  work-related  injuries 
and  illnesses. 

EC  199S 

In  FY  1995,  in  conjunction  with  representatives  of  state  consultation  projects, 
OSHA  focused  on  improving  consultation  program  services  to  increase  the  program's 
impact  on  work-related  injuries  and  illnesses.   The  Consultation  Policies  and 
Procedures  Manual  was  revised  to  ensure  that  it  reflected  OSHA' s  goals  and  objec- 
tives, including  such  issues  as  employee  involvement.   The  program  gives  priority  to 
employers  with  high  injury/illness  rates  who  are  willing  to  take  action  to  reduce 
those  rates.   State  consultation  projects  encourage  the  establishment  of  effective 
workplace  safety  and  health  programs.   In  partnership  with  state  representatives, 
the  agency  developed  proposals  for  evaluating  state  projects.   State  consultation 
programs  conducted  24,799  onsite  visits. 


Changes  for  1997 
($  in  Thousands) 

Activity  Changes: 
Built-in: 

State  consultation  projects   S877 

Total  Built-in +$877 

Net  Program -$292 

Direct  FTE  


Partnership  Initiative 

Proposal :   To  provide  $261,000  for  state  consultation  projects  to  increase  existing 
agency  programs  providing  employer  assistance. 

Rationale :   The  New  OSHA  is  premised  upon  offering  employers  a  choice  between 
partnership  and  traditional  enforcement.   As  OSHA  establishes  strategic  teams 
dedicated  to  expanding  partnership  among  the  employer  community,  state  consultation 
projects  must  also  have  resources  to  expand  partnership  opportunities  and  support 
strategic  team  interventions. 

Program  effects:  The  proposal  will  enable  OSHA  to  expand  its  outreach  capabilities 
through  the  onsite  consultation  program  by  exploring  the  development  of  alternative 
approaches  in  providing  assistance  to  employers.   Special  projects  and  pilots  may  be 
supported  to  evaluate  ways  to  improve  the  ways  in  which  employers  who  choose  to  work 
with  OSHA  can  be  assisted  under  the  state  consultation  projects.   Efforts  to  promote 
voluntary  compliance  will  be  expanded  as  consultation  projects  work  with  employers 
to  expand  compliance  assistance  opportunities. 


Estimate:   S33. 356 

Program  Increase: 

FTE:  Q  Estimate:     +S261 
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Government -wide  Reduction  of  Administrative  Expenses 
Proposal :  To  reduce  administrative  expenses. 

Rationale:   To  reflect  additional  savings  in  administrative  expenses  as  required  by 
Executive  Order  12837. 

Program  effects:   The  proposal  will  reduce  $553,000  in  built-in  cost  of  living 
expenses  provided  to  state  consultation  programs. 

Base: 

FTE:  0.  Estimate:   £33.356 

Program  Decrease: 

FTE:  a  Estimate:  -$553 
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SAFETY  AND  HEALTH  STATISTICS 
($  in  Thousands) 


FY  1996  FY  1997  Difference 

Conference  Estimate  FY96/FY97 

FTE     Amount  £T£    Amount  £T£      Amount 

47     $14,515  46    $14,647  -1       +$132 


Introduction 

This  activity  provides  for  statistical  support  and  management  information  for 
all  aspects  of  OSHA's  programs  and  field  operations  through  an  integrated  data 
network  and  statistical  analysis  and  review.   Relevant  data  are  reviewed  and 
analyzed  in  support  of  agency  activities,  including  standards  development,  inspec- 
tion targeting,  compliance  assistance  and  program  evaluation.   OSHA  maintains 
overall  responsibility  for  the  national  injury  and  illness  recordkeeping  system  and 
forms.   Injury  and  illness  records  are  maintained  by  nearly  one  million  employers. 
OSHA  determines  which  cases  are  to  be  recorded,  and  ultimately  included  in  the  BLS 
Annual  OSH  Survey,  the  Nation's  primary  source  of  occupational  injury  and  illness 
data.   In  administering  and  maintaining  the  recordkeeping  system,  OSHA  provides 
guidance  to  both  the  public  and  private  sectors,  and  develops  regulations  along  with 
interpretive  publications  and  materials.   OSHA  also  maintains  an  internal  data 
system,  the  Integrated  Management  Information  System  (IMIS) .   OSHA's  IMIS  network 
provides  management  information  and  statistical  support  for  all  aspects  of  OSHA's 
programs  and  field  operations.   IMIS  and  other  information  technology  (IT)  assets 
are  administered  through  an  integrated  Information  Resources  Management  (IRM) 
system. 

Funding  and  FTE  for  this  activity  during  the  last  five  years  have  been  as 
follows : 

Funding  FTE 


FY  1992 
FY  1993 
FY  1994 
FY  1995 
FY  1996 


FY    1997   Bwfcet   Request 


$29,514     (BLS:   $16,754) 

$12,820 

$12,688 

$15,730 

$14,515 


In  FY  1997,  OSHA  will  continue  implementation  of  its  data  initiative.   The 
objective  of  this  initiative  is  to  obtain  and  use  valid  and  reliable  site  specific 
occupational  injury,  illness  and  exposure  data  to  focus  the  agency's  program 
activities.   Continued  development  of  the  data  collection  system  will  enable  OSHA  to 
identify  high  risk  workplaces  and  specific  problems  occurring  in  those  workplaces. 
This  will  vastly  improve  OSHA's  ability  to  focus  its  resources  on  those  employers 
with  excessive  rates  of  workplace  injury  and  illness  and  a  record  of  serious  and 
repeated  OSHA  violations.   In  FY  1997,  the  agency  will  continue  the  collection  of 
site-specific  data  first  approved  in  FY  1995.   The  data  will  be  utilized  to  develop 
baselines  for  measuring  the  impact  of  different  OSHA  interventions  as  part  of  the 
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agency's  performance  measurement  system.   Case  coding  is  expected  to  begin  for  high- 
rate  employers.   The  data  initiative  supports  a  variety  of  agency  efforts,  including 
the  coordinated  enforcement  and  litigation  strategy,  the  priority  planning  system 
for  standards  development,  the  redesign  of  field  offices,  and  expansion  of  the 
Cooperative  Compliance  Programs  (CCP)  conceptual  approach. 

OSHA  will  proceed  with  implementation  of  an  improved  and  simplified  injury  and 
illness  recordkeeping  system  in  the  one  million  workplaces  nationwide  that  keep  OSHA 
records  on  an  ongoing  basis .   The  agency  will  launch  a  major  outreach  effort  to 
improve  employer  and  employee  awareness  of  recordkeeping  requirements  and  use  of 
computer  and  telecommunications  technology. 

OSHA's  ongoing  information  technology  initiative  will  enable  the  agency  to 
expand  its  technological  environment.   The  agency's  information  networks  will  be 
consolidated  into  a  single  information  source  that  will  better  serve  the  agency  and 
the  public.   The  agency's  infrastructure  modernization  will  permit  the  development 
of  technologically  advanced  products  and  services.   OSHA's  agency-wide  E-mail 
network  will  link  Federal  field  offices,  18(b)  State  partners  and  consultation 
project  offices.   This  system  will  enable  the  agency  to  expand  access  to  both 
internal  and  external  databases,  develop  agency  documents  more  efficiently,  and 
achieve  time  and  dollar  savings  through  reduced  use  of  paperwork,  FAX  and  telephone. 
Enforcement  and  outreach  efforts  will  be  strengthened  through  effective  use  of 
computers,  new  information  technologies  and  improved  work  processes  by  OSHA 
compliance  officers.   Direct  computer  entry  of  inspection  data  and  preparation  of 
case  files  will  increase  CSHO  effectiveness  in  the  field.   Voluntary  compliance 
innovations  will  be  enhanced  through  increased  public  access  via  electronic  means  to 
information  about  OSHA's  policies,  programs  and  requirements. 

FY  1996 

In  FY  1996,  OSHA  will  continue  the  systematic  collection  of  establishment/site 
specific  injury  and  illness  data.   The  agency  will  begin  the  preliminary  evaluation 
of  information  reported  under  the  initial  data  collection  effort.  The  availability 
of  employer-based  data  will  support  OSHA's  systems  for  targeting  agency  interven- 
tions, measuring  performance,  and  meeting  the  requirements  of  the  Government 
Performance  and  Results  Act  (GPRA) .   Installation  of  new  information  technology  will 
continue,  increasing  the  efficiency  of  enforcement  and  outreach  efforts.   Proposed 
revisions  to  the  injury  and  illness  recordkeeping  system  will  be  published  in  the 
Federal  Register,  and  training  in  the  new  procedures  will  begin. 

FY  199S 

In  FY  1995,  OSHA  began  initial  implementation  of  its  Information  Technology 
Plan.   The  newly  installed  information  technology  is  intended  to  improve  communica- 
tion between  national  and  field  offices,  allow  more  effective  training  and 
dissemination  of  compliance  information,  and  increase  the  effectiveness  of  OSHA 
inspectors  by  supporting  streamlining  of  the  inspection  process.   The  plan  includes 
a  conversion  of  the  consultation  data  system. 

OSHA  completed  its  evaluation  of  the  current  Departmental  system  for  data 
collection  and  usage  and  developed  an  overall  system  design  for  data  collection, 
analysis,  and  dissemination  that  is  responsive  to  OSHA's  data  needs.   The  agency 
negotiated  agreements  with  the  states  to  begin  the  collection  of  site-specific  data. 
This  information  will  enable  OSHA  to  target  interventions  to  the  worst  safety  and 
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health  hazards  and  to  measure  the  impact  of  OSHA  activities  on  injuries,  illnesses, 
and  fatalities  in  specific  establishments.   These  data  are  currently  not  available 
on  a  systematic  basis.  The  agency  continued  to  explore  expanded  use  of  state 
workers'  compensation  or  equivalent  data,  based  on  the  results  of  the  Maine  200 
pilot  and  other  projects.   A  proposal  for  revising  the  injury  and  illness 
recordkeeping  system  was  developed. 

Changes  for  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  FY  1996  pay  increase $17 

Federal  pay  raise  effective  January  1997  62 

Employee  bonuses  1 

Personnel  benefits  12 

Health  benefits   4 

Travel  

GSA  space  rental  

Communications,  utilities  and  miscellaneous  charges   

Other  services  

Operation  and  maintenance  of  equipment  

Supplies  

Equipment   

Total  Built-in +$365 

Net  Program -$233 

Direct  FTE -1 


Government-wide  Reductions 

Proposal :   To  reduce  one  FTE  and  $52,000  in  the  safety  and  health  statistics 
activity. 

Rationale:   To  comply  with  the  reductions  in  FTE  required  by  P.L.  103-226. 

Program  effects:   The  reduction  reflects  elimination  of  a  control  position 
consistent  with  the  Administration's  objective  of  reducing  Federal  employment. 
Successful  implementation  of  reinvention  initiatives  and  other  process  improvements 
will  minimize  the  impact  of  this  reduction. 


Estimate:   S14.880 

Program  Decrease: 

FTE:  zX  Estimate:      -S52 
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Rnvgrnment-wide  Reduction  of  Administrative  Expenses 

Proposal :   To  reduce  administrative  expenses  as  required  by  Executive  Order  12837. 

Rationale:   To  reflect  additional  savings  in  administrative  expenses  pursuant  to  the 
President's  program  to  control  Federal  spending. 

Program  effects:   The  proposal  will  reduce  $181,000  in  administrative  expenses  from 
the  safety  and  health  statistics  activity.   The  primary  effect  will  be  to  reduce 
funding  for  information  technology,  communications  and  utilities,  and  printing. 


Base: 


Estimate:   S14. 880 


Program  Decrease: 
FTE:  2 


Estimate : 


1003 


OSHA-53 


EXECUTIVE  DIRECTION  AND  ADMINISTRATION 

(S  in  Thousands) 

FY  1996                         FY  1997  Difference 

Conference                    Estimate  FY96/97 

FTE      Amount                    FTE     Amount  FTE      Amount 

55      $6,745                     54      $6,658  -1        +$213 


Introduction 

This  activity  provides  overall  direction  and  administrative  support  for  the 
Occupational  Safety  and  Health  Administration,  including  coordination  of  policy, 
research,  planning,  evaluation,  internal  management,  budgeting,  financial  control, 
legislative  liaison.  Federal  agency  liaison,  and  international  safety  and  health 
activities . 

Funding  and  FTE  for  this  activity  during  the  last  five  years  have  been  as 
follows: 

Funding       FTE 

FY  1992 $6,909  65 

FY  1993 $7,114  61 

FY  1994 $7,185  56 

FY  1995 $7,263  56 

FY  1996 $6,745  55 

FY  1997  Budget  Request 

The  budget  request  will  allow  this  activity  to  provide  direction  and  maintain 
oversight  and  evaluation  of  the  overall  program,  including  agency-wide  reinvention 
innovations  and  implementation  of  the  New  OSHA .   The  agency  is  committed  to  changing 
the  way  it  does  business,  a  commitment  that  requires  fundamental  structural  and 
cultural  changes  in  the  organization.   OSHA  will  continue  to  pursue  its  goal  of 
becoming  a  performance-oriented,  data  driven  agency.   Continuous  quality  improve- 
ments will  be  made,  utilizing  process  improvement  approaches.   A  strategic  planning 
process,  including  the  development  of  annual  goals  and  objectives,  will  continue  to 
be  utilized  to  achieve  an  action  agenda. 

Participation  as  a  pilot  agency  in  the  GPRA  will  support  OSHA's  efforts  to 
develop  and  utilize  an  effective  performance  measurement  system.   As  OSHA  redefines 
the  way  it  does  business,  measures  used  to  evaluate  the  agency's  performance  must 
also  be  changed.   In  the  past  OSHA  used  a  limited  number  of  activity  measures,  such 
as  number  of  inspections  and  penalties  collected,  to  gauge  its  performance.   As  a 
result  the  agency  has  been  criticized  as  being  driven  by  numbers  that  do  not  relate 
directly  to  its  mission  of  reducing  workplace  injuries,  illnesses  and  fatalities. 
The  new  performance  measurement  system  will  shift  the  focus  from  tracking  activities 
to  monitoring  results.   The  system  will  be  refined  and  phased  in  over  the  next 
several  years  as  the  needed  information  becomes  available  on  a  systematic  basis  and 
is  evaluated.   The  new  measures  will  improve  OSHA's  capability  to:  quantify  and 
evaluate  the  successes  and  failures  of  its  various  programs  based  on  program 
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results;  identify  the  most  effective  and  efficient  program  mix;  and  promote 
development  of  programs  and  policies  based  on  outcome  data. 

OSHA  will  continue  its  cooperative  activities  with  international  counterpart 
agencies.   Seminars,  studies  and  information  exchanges  will  be  conducted  under  the 
North  American  Free  Trade  Agreement  (NAFTA) . 

FY  1996 

OSHA  will  continue  the  development  and  implementation  of  its  results-oriented 
performance  measurement  system  during  FY  1996.   Plans  developed  in  FY  1995  to 
increase  the  skills  and  expertise  of  the  agency's  employees,  and  to  ensure  a  diverse 
workforce,  will  be  implemented.   Successful  process  improvement  projects,  dealing 
with  issues  such  as  Freedom  of  Information  Act  (FOIA)  requests,  debt  collection, 
time  utilization  and  phone/fax  complaint  handling,  will  be  expanded.   The  agency 
will  develop  strategies  to  institutionalize  customer  feedback  as  a  measure  of 
customer  satisfaction  in  redesigned  offices. 


FY  1995 


During  FY  1995,  OSHA  undertook  a  redefinition  of  several  activities  and  work 
processes  in  order  to  improve  delivery  and  utilization  of  resources.   The  process  of 
developing  and  implementing  annual  goals  and  objectives  was  redesigned  to  include  a 
mechanism  for  ensuring  full  participation  of  OSHA  partners.   Two  process  improve- 
ments were  implemented,  dealing  with  FOIA  requests  and  worker  complaints.   The 
agency  reviewed  the  results  of  other  pilot  process  improvement  projects  to  determine 
agency  impact,  and  make  recommendations  for  implementation.   As  part  of  its  Customer 
Service  Improvement  Plan,  the  agency  gathered  information  on  the  quality  of  its 
performance  in  delivering  services  in  the  construction  sector  and  consultation 
programs.   The  agency  proceeded  with  the  development  of  a  new  performance  measure- 
ment system  in  keeping  with  its  GPRA  performance  plan.   Work  continued  on  an 
improved  information  collection  system  to  measure  all  intervention  activities.   A 
pilot  proposal  was  developed  for  a  cooperative  program  with  workers  compensation 
insurers  in  the  construction  industry. 
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rh«na»«i  for  1997 

($  in  Thousands) 

Activity  ft»n<i.«- 

Built-in: 

Annualization  of  FY  1996  pay  increase $25 

Federal  pay  raise  effective  January  1997  90 

Employee  bonuses  3 

Personnel  benefits  17 

Health  benefits   6 

Travel  3 

GSA  space  rental 40 

Communications,  utilities  and  miscellaneous  charges   7 

Printing IS 

Advisory  and  assistance  services  55 

Other  services 20 

Working  Capital  Fund 25 

Supplies  3 

Equipment 3. 

Total  Built-in +$312 

Net  Program -$99 

Direct  FTE -1 


Government -wide  Reductions 

Proposal :   To  reduce  one  FTE  and  $55,000  in  the  executive  direction  activity. 

Rationale:   To  comply  with  the  reductions  in  FTE  required  by  P.L.  103-226. 

Program  effects:  The  reduction  reflects  the  elimination  of  a  control  position 
consistent  with  the  Administration's  objective  of  reducing  Federal  employment. 
Successful  implementation  of  reinvention  initiatives  and  other  process  improvements 
will  minimize  the  impact  of  this  reduction. 

Base.; 

FTE:  5_5_  Estimate:   S7.057 

Program  Decrease: 

FTE:  ii  Estimate:      -S55 
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Government -wide  Reduction  of  Administrative  Expenses 

Proposal :   To  reduce  administrative  expenses  as  required  by  Executive  Order  12837. 

Rationale:   To  reflect  additional  savings  in  administrative  expenses  pursuant  to  the 
President's  program  to  control  Federal  spending. 

Program  effects:   The  proposal  will  reduce  $44,000  in  administrative  expenses  from 
the  executive  direction  activity.   The  primary  effect  will  be  to  reduce  funding  for 
printing,  travel,  and  communications  and  utilities. 

Base : 

FTE:    55  Estimate:   S7  ■  057 


Program  Decrease: 

FTE:  p.  Estimate:     -S44 
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RESPONSIBILITY  FOR  COMPLIANCE  EFFORTS 
STATE  TABLES 

State  1996  1997 

Alabama F  F 

Alaska S  S 

Arizona S  S 

Arkansas F  F 

California S  S 

Colorado F  F 

Connecticut  1/ F  F 

Delaware F  F 

District  of  Columbia   F  F 

Florida F  F 

Georgia F  F 

Hawaii S  S 

Idaho F  F 

Illinois F  F 

Indiana S  S 

Iowa S  S 

Kansas F  F 

Kentucky S  S 

Louisiana F  F 

Maine F  F 

Maryland S  S 

Massachusetts  F  F 

Michigan S  S 

Minnesota S  S 

Mississippi F  F 

Missouri F  F 

Montana F  F 

Nebraska F  F 

Nevada S  S 

New  Hampshire F  F 

New  Jersey F  F 

New  Mexico S  S 

New  York  1/ F  F 

North  Carolina S  S 

North  Dakota F  F 


£:   Enforcement  responsibility  exercised  by  state  personnel 
operating  under  an  approved  section  18(b)  state  plan. 

£:   Enforcement  responsibility  exercised  by  Federal  personnel. 

1/   State  plan  covers  public  employees  only. 
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State 


122£ 


1997 


Ohio F  F 

Oklahoma F  F 

Oregon S  S 

Pennsylvania F  F 

Rhode  Island F  F 

South  Carolina S  S 

South  Dakota F  F 

Tennessee S  S 

Texas F  F 

Utah S  S 

Vermont S  S 

Virginia S  S 

Washington S  S 

West  Virginia F  F 

Wisconsin F  F 

Wyoming S  S 

American  Samoa   F  F 

Guam F  F 

Puerto  Rico S  S 

Virgin  Islands   S  S 

Trust  Territories  of  the  Pacific  Islands F  F 


fi:   Enforcement  responsibility  exercised  by  state  personnel 
operating  under  an  approved  section  18(b)  state  plan. 


Enforcement  responsibility  exercised  by  Federal  personnel. 
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NEW  POSITIONS  REQUESTED 


1397 


Grade    Number 


Annual 
Salary 


Activity  1:   Safety  and  Health  Standards 

National  Office 

Health  Scientist  GS-14 

Safety  Engineer   GS-14 

Health  Scientist  GS-13 

Safety  Engineer   GS-13 

Industrial  Hygienist  GS-13 

Occ.  Safety  and  Health  Spec.  .  GS-13 

Subtotal   


$64,285 
64,285 
108,800 
108,800 
163,200 
163.200 
$672,570 


Activity  4 :  Technical  Support 

National  Office 

Industrial  Hygienist  

Safety  Engineer   

Subtotal   

Field  Office 

Industrial  Hygienist  

Safety  Engineer   

Subtotal   

Activity  5:  Compliance  Assistance  -  Federal 

National  Office 

Occ.  Safety  and  Health  Spec 
Small  Business  Specialist   .  . 
Small  Business  Specialist   .  . 
Subtotal   


GS-14 
GS-12 


GS-13 
GS-13 


GS-13 
GS-12 
GS-11 


$64,285 
45.750 


$108, 800 

54.400 

$163,200 


$54,400 

45,750 

38.170 

$138,320 


Field  Office 


Occ.  Safety  and  Health  Spec 
Occ.  Safety  and  Health  Spec 
Industrial  Hygienist  .  .  . 
Small  Business  Specialist 
Occ.  Safety  and  Health  Spec 
Industrial  Hygienist  .  .  . 
Small  Business  Specialist 
Occ.  Safety  and  Health  Spec 
Industrial  Hygienist  .  .  . 
Occ.  Safety  and  Health  Spec 
Subtotal   


GS-13 
GS-12 
GS-12 
GS-12 
GS-11 
GS-11 
GS-11 
GS-09 
GS-09 
GS-07 


10  $544,000 

10  457,500 

9  411,750 

19  869,250 

54  2,061,180 

54  2,061,180 

19  725,230 

50  1,577,500 

45  1,419,750 

10  243. 150 

280  $10,370,490 


Total,  New  Positions 


$11,454,615 
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ADVISORY  AND  ASSISTANCE  SERVICES 
(S  in  Thousands) 

FY  1996      FY  1996 
Type  of  Services 

Consultants 

I .   Non-personnel  Appointments : 

a.  Consultants  and  experts  (contract)   .  .  .  $795        $857 

b.  Management  and  Professional 

support  Services   


c.   Studies,  analyses  and  evaluations 
Total       


$500 

$500 

S2.999 

$3.296 

$4,254 

$4,653 

Justification  of  1997  Request 

Safety  and  Health  Standards  (S642) : 

Non-personnel  Appointments:  Funds  are  utilized  for  special  studies  and 
analyses  required  for  standards  development  activities,  including  the 
development  of  risk  assessment  studies  and  industry  profiles  and  for 
expert  testimony  in  support  of  standards  actions. 

Federal  Enforcement  ($4  90) : 

Non-personnel  Appointments:  Funds  are  utilized  for  a  variety  of  technical 
and  specialized  services  required  for  enforcement  related  investigations 
including  the  analysis  and  prevention  of  major  workplace  catastrophes  and 
areas  of  continued  high  risk  to  workers. 

Technical  Support  (S2.7S4): 

Non-personnel  Appointments :  Funds  are  utilized  for  regulatory  studies  and 
analyses  required  by  Executive  Order  12291,  the  Regulatory  Flexibility  Act 
and  the  Paperwork  Reduction  Act  and  environmental  impact  statements 
required  by  the  National  Environmental  Policy  Act.   Funds  are  also 
utilized  for  outside  assistance  in  construction  and  medically  related 
areas  requiring  specialized  expertise.   Increased  funding  is  provided  for 
studies  and  evaluations  in  the  chemical  industry  and  consultants  and 
evaluation  in  support  of  improvements  in  the  regulatory  process. 

Compliance  Assistance  (£582) : 

Non-personnel  Appointments :  Funds  are  utilized  to  provide  specialized, 
technical  training  for  Agency  compliance  safety  and  health  officers  to 
assure  that  the  Agency  maintains  a  cadre  of  competent  professional  staff. 
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Executive  Direction  (S185I  : 

Non-personnel  Appointments:  Funds  are  utilized  for  a  variety  of 
professional  services  including  assistance  in  program  evaluation  and 
review,  program  development  and  policy  review.   Contractor  support  is 
utilized  for  studies  relating  to  a  variety  of  Agency  issues  in  these 
categories.   Funds  are  also  utilized  for  numerous  short-term  purchase 
order  contracts  by  the  various  Agency  directorates  and  offices  to  provide 
assistance  in  areas  requiring  specialized  expertise. 


OSHA-62 
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OCCUPATIONAL  SAFETY  AND  HEALTH  ADMINISTRATION 
DETAIL  OF  FULL-TTME  RnTTTV&T.RNT  EMPLOYMENT 

($  in  Thousands) 


Executive  level  I  

Executive  level  II   

Executive  level  III  

Executive  level  IV   

' Executive  level  V  

Subtotal  

Exec.  Level  Salary  .... 

ES-6 

ES-5 

ES-4 

ES-3 

ES-2 

ES-1 

Subtotal  

ES  Salary   

GS/GM-15   

GS/GS-14   

GS/GM-13   

GS-12  

GS-11  

GS-10  

GS-09  

GS-08  

GS-07  

GS-06  

GS-05  

GS-04  

GS-03  

GS-02  

GS-01  

Subtotal  

Total  -  GM/GS  Salary  .  .  . 

Total  end  of  year 2,165 

Total,  Full-time  equivalent  (FTE)    2,196 


1995 

1996 

1997 

actual 

estimate 

estimate 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

1 

1 

0 

0 

0 

1 

1 

1 

$108 

$116 

$120 

0 

0 

0 

2 

2 

2 

12 

14 

14 

2 

2 

2 

0 

4 

4 

3 

0 

0 

19 

22 

22 

$2,113 

$2,466 

$2, 540 

58 

56 

53 

176 

172 

174 

395 

390 

402 

511 

510 

550 

517 

523 

601 

1 

1 

1 

51 

64 

137 

14 

14 

14 

85 

83 

106 

123 

125 

127 

155 

160 

170 

48 

50 

50 

9 

7 

7 

2 

0 

0 

0 

o 

o 

2,145 

2,155 

2,392 

;i03,659 

$106,769 

$117,218 

2,41.5 


2,  175 
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MINE  SAFETY  AND  HEALTH  ADMINISTRATION 
SALARIES  AND  EXPENSES 

Ease. Ha. 

Agency  organization  chart 1 

Appropriation  language  and  explanation  of  language  change 2 

Analysis  of  appropriation  language 3 

Amounts  available  for  obligation 4 

Summary  of  changes 5 

Budget  authority  by  activity 7 

Budget  authority  by  object  class 8 

Significant  items  in  FY  1996  House  and  Senate 

Committees  '  reports '. 10 

Amounts  in  authorizing  legislation 11 

Appropriation  history 12 

Justification : 

Appropriation 13 

General  statement 13 

Activities  : 
Enforcement : 

Coal 14 

Metal/nonmetal 20 

Standards  development 24 

Assessments 26 

Educational  policy  and  development 29 

Technical  support 33 

Program  administration 37 

State  tables 40 

Advisory  and  assistance  services 42 

Detail  of  full-time  equivalent  employment 43 
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MINE    SAFETY   AND   HEALTH   ADMINISTRATION 
SALARIES   AND    EXPENSES 

For  necessary  expenses  for  the  Mine  Safety  and  Health  Administration, 
$204, 182,000,    and  of  which  $5,718,000  shall   be  for  the  State  Grants  Program, 
including  purchase  and  bestowal   of  certificates  and   trophies  in  connection 
with  mine  rescue  and  first-aid  work,    and   the  hire  of  passenger  motor  vehicles; 
the  Secretary  is  authorized   to  accept   lands,    buildings,    equipment,    and  other 
contributions  from  public  and  private   sources  and   to  prosecute  projects   in 
cooperation  with  other  agencies.    Federal,    State,    or  private;    the  Mine  Safety 
and  Health  Administration   is  authorized   to  promote  health  and  safety  education 
and   training  in    the  mining  community   through  cooperative  programs   with  States, 
industry,    and  safety  associations;    and  any  funds  available   to   the  Department 
may  be   used,    with    the  approval   of    the  Secretary,    to  provide   for   the  costs  of 
mine   rescue  and  survival   operations   in    the  event   of  a  major  disaster.       (30 
U.S.C.     1-11,     801,    951    et    seq. ;    91    Stat.    1290-1322;    93    Stat.    Ill,    137.) 
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ANALYSIS  OF  APPROPRIATION  LANGUAGE 


"...  including  purchase  and  bestowal 
of  certificates  and  trophies  in 
connection  with  mine  rescue  and 
first-aid  work. . . " 


This  authority  has  been  included  in 
either  the  Bureau  of  Mines,  Depart- 
ment of  Interior,  the  Mining 
Enforcement  and  Safety 
Administration's  or  the  Department 
of  Labor's  appropriation  authority 
since  1932  and  allows  the  Secretary 
to  further  increase  safety  and 
health  through  the  bestowal  of 
trophies  and  certificates  for 
accomplishments  in  the  area  of  mine 
rescue  and  first-aid  work. 


"...and  any  funds  available  to  the 
Department  may  be  used,  with  the 
approval  of  the  Secretary,  to 
provide  for  the  costs  of  mine  rescue 
and  survival  operations  in  the  event 
of  major  disaster. . . " 


In  mine  disasters  the  Mine  Safety 
and  Health  Administration  (MSHA) 
provides  staff,  technical  expertise, 
and  specialized  equipment  in 
assisting  rescue  operations  at  mine 
sites.   Funds  are  not  specifically 
requested  to  cover  the  major  costs 
associated  with  such  assistance. 
This  provision  provides  the 
Secretary  authority  to  authorize  the 
use  of  funds  in  the  event  the 
assistance  costs  exceed  MSHA's 
funding  capacity. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 
(5  In  Thousands) 


1995 

Comparable      1996 1997 

FTE    Amount  FTE  Amount    FTE Amount 

Appropriation 2,521   $200,135  2,370  $196,673  2,318  $204,182 

A.  Subtotal,  Appropriation..  2,521   $200,135  2,370  $196,673  2,318  $204,182 

B.  Gross  Budget  Authority....  2,521   $200,135  2,370  $196,673  2,318  $204,182 

C.  Budget  Authority  Before 

Committee 2,521   $200,135  2,370  $196,673  2,318  $204,182 

Unobligated  balance 

expiring -368  


D.  Total,  Estimated 

obligations 2,521   $199,767   2,370   $196,673   2,318  $204,182 
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MS HA- 5 
SUMMARY  OF  CHANGES 

($  In  Thousands) 

1996  1997  Net  Chance 

Budget  Authority: 

General  Funds $196,673         $204,182  +$7,509 

Full-Time  Equivalent: 

General  Funds 2,370  2,318  -52 

General  Funds 

FTE      Amount 
Explanation  of  Change: 

Increases : 

A.   Built-in: 

Annual izat ion  of  pay  increase  effective  in  January  1996....  --      +778 

Federal  pay  raise  effective  January  1997 --   +2,949 

Federal  Employee  Compensation  Act  (FECA)  .  .  . --    +1,729 

To  provide  for  increased  costs  of  travel -  -     +190 

To  provide  for  increased  costs  of  transportation --      +77 

To  provide  for  increased  costs— of  -space— rental r-.-s-r.— ~     +261 

To  provide  for  increased  costs  of  communications, 

utilities,  and  miscellaneous  charges --      +50 

To  provide  for  increased  costs  of  printing --      +22 

To  provide  for  increased  Working  Capital  Fund  costs --      +564 

To  provide  for  increased  costs  of  other  services --      +231 

To  provide  for  increased  costs  of  supplies --      +81 

To  provide  for  increased  costs  of  equipment --      +133 

To  provide  for  increased  costs  for  State  Grants --     +161 

To  provide  for  partial  restoration  of  FY  1995  operating 

levels --   — ±2°-5 

Subtotal -  -    +8,131 
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MSHA-6 

B.   Program: 

To  provide  for  an  increase  for  inspection  equipment --    +4,000 

(1996  Base:   FTE  zz.     Budget  Authority  Si. 924) 

Subtotal -  -    +4 ,  000 

Total  Increase -  -   +12 ,  131 

Decreases : 

A.   Program: 

To  reduce  administrative  expenses  as  required  by 

E.O.  12837 --     -1,535 

(1996  Base:   FTE  2.370   Budget  Authority  S204.804) 

To  comply  with  the  reductions  in  FTE  required  by 

P.L.  103-226 -52     -3,087 

(1996  Base:   FTE  2.370   Budget  Authority  S204.804) 

Total  Decrease '■>-*     -4 .  622 

Total  Change -52     +7,509 
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SIGNIFICANT  ITEMS  IN  1996 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES'  REPORTS 


Action  Taken  or  to  be  Taken 

item 


1996  House  Report  (No.  104-209) 
No  specific  actions  recommended . 

1996  Senate  Report  (No.  103-318) 
No  specific  actions  recommended. 

1996  Conference  Report  (N/A) 


25-051  96-33 
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AMOUNTS  IN  AUTHORIZING  LEGISLATION 


Budget  Request 


Legislation  123& 1222 

Authorizing  legislation  containing 
indefinite  authority 

Federal  Mine  Safety  and  Health  Act  of 

1977  (30  U.S.C.  1-11,  801,  951  et  seq.; 

91  Stat.  1290-1322;  93  Stat.  Ill, 

137)  $196,673,000       $204,182,000 
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APPROPRIATION  HISTORY 
($  In  Thousands) 


Budget 
Estimate       House       Senate 


1987.  . 

156,480 

156,480 

160,180 

156,480 

2,764 

1988.  . 

167,288 

164, 874 

169,765 

160,193 

2,799 

1989.  . 

■  -1/ 

164,597 

164,597 

164,597 

162,621 

2,757 

1990.  . 

•  .2/ 

169,039 

170,039 

170,593 

168,226 

2,679 

1991.  . 

■  -2/ 

172, 500 

177,767 

179,823 

173, 559 

2,  532 

1992.  . 

■     ■  *./ 

186, 157 

186,157 

185, 364 

182,036 

2,  563 

1993.  . 

■    .5/ 

191, 049 

191, 930 

190,586 

191,498 

2,  571 

1994.  . 

•  .&/ 

191, 898 

193,858 

195, 002 

194, 607 

2,  518 

1995.  . 

■    -1/  S./ 

2/  203,186 

197, 519 

201,238 

200, 135 

2,  378 

1996.  . 

212, 106 

196, 673 

196,673 

196,673 

2,  370 

1997.  . 

204, 182 

2,  318 

1/   Reflects  $1 . 976  across-the-board  reduction  pursuant  to  P.L.  100-436. 

2.1    Reflects  a  reduction  of  $2 . 367  pursuant  to  P.L.  99-177. 

2/  Reflects  reductions  of  S5 . 706  pursuant  to  P.L.  101-517,  and  $2 .  256  pursuant 
to  P.L.  99-177. 

4/  Reflects  a  reduction  of  S3 . 328  pursuant  to  P.L.  102-170. 

2/  Reflects  $1 . 545  across-the-board  reduction;  and  a  reduction  of  22  in 

consultants  pursuant  to  P.L.  102-394  and  a  reduction  of  24  FTE  pursuant  to 
E.O.  12839. 

6_/  Reflects  a  rescission  of  $395  pursuant  to  P.L.  103-211. 

7/  Reflects  a  reduction  of  S902  pursuant  to  Executive  Order  12837;  and  a 
reduction  of  S3 . 084  pursuant  to  Executive  Order  12839. 

2/  Reflects  a  reduction  of  S592  for  awards,  and  a  reduction  of  S194  for 
procurement  pursuant  to  P.L.  103-333. 

2/  Reflects  a  reduction  of  S511  pursuant  to  P.L.  104-19. 
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ENFORCEMENT 


Sufrflctivitv: 
(a)         Coal 


(b) 
(c) 


Metal /nonmetal 
Standards 


1996 

Conference 

FTE Amount 

1,334  $107,039 

S02   $41,412 

9    $1,008 


1997 
Estimate 


FTE  Amount 

1,286  $108,723 

502  $44,997 

9  $1,303 


Difference 
App/Estimate 
FIE   Amount 

-48   +$1,684 

--   +$3,585 

+  $295 


Introduction 

Mining,  a  foundation  of  our  economy,  has  historically  been  among  the  most 
dangerous  industries  in  America.   Congress  passed  the  first  mine  safety  law 
more  than  80  years  ago.   Since  then,  Congress  has  tightened  mine  safety  and 
health  enforcement  several  times .   Today,  MSHA  enforces  the  Federal  Mine 
Safety  and  Health  Act  of  1977  (Act) .   Implementation  of  this  law  has  shown 
that  it  saves  lives,  prevents  injuries,  and  reduces  risk  to  miners'  health. 

The  Act  requires  frequent  inspections  and  investigations  in  mines  to  (1) 
obtain,  utilize  and  disseminate  information  relating  to  health  and  safety 
conditions,  the  causes  of  accidents,  and  the  causes  of  diseases  and  physical 
impairments  originating  in  mines,  (2)  gather  information  with  respect  to 
mandatory  health  and  safety  standards,  (3)  determine  whether  imminent  hazards 
exist,  and  (4)  determine  whether  there  is  compliance  with  mandatory  health  and 
safety  standards.   In  determining  compliance  with  health  and  safety  standards, 
the  Act  requires  inspection  of  each  active  underground  mine  four  times  and 
each  active  surface  mine  two  times  per  year;  and  it  requires  all  violations 
observed  to  be  cited. 

The  Enforcement  budget  activity  is  responsible  for  developing  and 
enforcing  safety  and  health  standards  for  the  protection  of  lives  and  the 
prevention  of  injuries  and  illness  in  coal,  metal,  and  nonmetal  mining  opera- 
tions and  providing  training  programs  and  related  technical  assistance  to  mine 
operators  and  agents . 

Funding  and  FTE  for  this  activity  during  the  last  five  years  has  been  as 


follows : 

Coal 

Fundina 

FTE 

1992. . . . 

$  93,542,000 

1,424 

1993. . . . 

$100,732,000 

1,457 

1994. . . . 

$103,433,000 

1,417 

1995. . . . 

$107,039,000 

1,452 

1996. . . . 

$107,039,000 

1,  334 

Metal 


Standards 


FTE 

1 

"und: 

ma 

FTE 

513 

$1, 

384, 

000 

16 

529 

$1, 

398, 

000 

IS 

511 

$1, 

381, 

000 

14 

523 

$1, 

339, 

000 

9 

502 

$1, 

008, 

000 

9 

Funding 

$37, 129, 000 
$40,275,000 
$41, 036,000 
$42,296,000 
$41,412, 000 


1997  Budget  Request  -  (a)  Coal  Mine  Safety  and  Health 

In  FY  1997,  the  enforcement  strategy  of  Coal  Mine  Safety  and  Health 
(CMS&H)  will  be  an  integrated  approach  that  links  all  activities  to  preventing 
occupational  injuries  and  illnesses.   This  includes  not  only  enforcement 
activities  but  also  education  and  training  and  compliance  analysis.   These 
activities  will  be  directed  to  the  nation's  approximately  3,025  coal  mines. 
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MSHA-15 

Enforcement  activities  consist  of  annual  inspections  of  all  mines  and 
other  inspections  and  investigations  mandated  by  the  Act.   These  include 
inspections  and  investigations  targeted  at  the  most  serious  safety  and  health 
problems  found  in  mining.   For  example,  MSHA  is  required  by  section  103(1)  of 
the  Act  to  conduct  spot  inspections  every  5,  10,  or  15  days  at  irregular 
intervals  in  those  mines  liberating  excessive  quantities  of  methane  or  other 
explosive  gases,  or  where  other  especially  hazardous  conditions  exist.   CMS&H 
personnel  will  also  continue  to  conduct  inspections  mandated  by  section  103 (g) 
responding  to  miners'  complaints  of  hazardous  conditions  and  safety  and  health 
violations.   CMS&H  will  also  continue  to  investigate  discrimination  complaints 
filed  by  miners  under  section  105(c)  of  the  Act. 

Section  103 (a)  charges  the  Secretary  with  developing  additional 
inspections  for  hazards  found  in  mines.   These  activities,  including  disaster 
prevention  inspections,  are  directed  at  highly  complex  problems  and  potential 
sources  of  serious  accidents  including  roof  control,  ventilation,  haulage,  and 
electrical  problems.   In  addition,  fatal  accidents  and  the  majority  of  serious 
nonfatal  accidents  will  be  investigated  by  CMS&H  specialists.   These 
investigations  provide  valuable  information  which  is  also  used  by  other  Agency 
components,  as  well  as  industry  and  labor  organizations  to  prevent  similar 
occurrences  and  to  promote  awareness  of  areas  of  concern.   CMS&H  also  will 
provide  technical  assistance  to  operators  as  required  by  section  502 (b)  of  the 
Act  through  education  and  training  activities. 

Historically,  MSHA  has  focused  on  the  safety  hazards  of  mining.   As  a 
result,  dramatic  improvements  have  been  made  in  preventing  fatal  roof  fall 
accidents  and  mine  explosions.   While  improvements  have  also  been  made  in 
protecting  miners'  health,  miners  are  still  at  risk  of  contracting  lung 
disease,  such  as  silicosis,  which  has  long  been  recognized  as  an  occupational 
hazard  in  mining.   Miners  also  suffer  significant  hearing  loss  and  are  put  at 
risk  by  new  developments  in  mining,  such  as  the  growing  use  of  diesel -powered 
equipment  in  confined  underground  environments.   To  improve  the  health 
protection  afforded  miners,  MSHA  will  improve  its  techni-al  capability  to 
address  occupational  health  hazards. 

Activities  designed  to  assist  management  and  labor  in  improving  safety 
and  health  conditions  and  practices  in  the  mines  will  also  be  carried  out  in 
1997.   These  activities  include  assisting  mine  operators  in  addressing 
difficult  compliance  problems,  distributing  training  materials  and  safety 
posters  to  mine  operators,  and  conducting  seminars  and  giving  talks  on  mine 
safety  in  critical  areas.   CMS&H  will  continue  to  expand  the  compliance 
analyst  program  begun  in  FY  1995  and  devote  more  enforcement  staff  to  working 
with  operators  and  miners  to  address  specific  safety  and  health  problems  in 
their  mines.   Initiatives  will  also  be  developed  to  disseminate  information 
and  guidance  to  the  industry  on  hazards  identified  through  accident 
investigations,  on  safety  hazards  associated  with  new  technologies  and 
equipment,  and  on  long-standing  problems  such  as  ventilating  work-out  areas, 
smoking  underground,  arid  environmental  health  hazards. 

By  FY  1997,  nearly  60  percent  of  the  over  18,000  pieces  of  inspection 
equipment  required  to  carry  out  MSHA' s  enforcement  responsibilities  will  be 
beyond  their  useful  life,  and  most  will  be  obsolete.   MSHA  is  requesting  for 
the  CMS&H  program  $2,234,000  in  FY  1997  to  replace  and  update  aged  inspection 
equipment  to  state-of-the-art  equipment.   For  front-line  employees  to  be 
effective,  they  need  appropriate  tools,  and  to  maximize  their  effectiveness, 
the  tools  need  to  take  advantage  of  the  latest  technology.   MSHA  is  regarded 
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as  the  leading  authority  in  mine  safety  and  health.   This  position  of  leader- 
ship cannot  be  maintained  if  our  inspectors  are  using  clearly  outdated  equip- 
ment.  The  following  types  of  equipment  have  been  identified  as  first  priority 
for  replacement:   self-contained  self -rescuers,  respirable  dust 
pumps/chargers/calibrators,  and  methane  and  multi-gas  detectors. 

To  implement  the  results  of  streamlining  activities  such  as 
reorganizations,  improved  supervisory/employee  ratios,  reduction  of  support 
staff  and  other  reinvention  initiatives,  a  reduction  of  48  FTE  is  proposed  in 
fiscal  year  1997.   In  CMS&H,  streamlining  will  be  primarily  accomplished  by 
continuing  the  elimination  of  the  subdistrict  management  layer  in  the  field 
enforcement  structure.   This  effort  was  begun  in  FY  1995,  with  a  projected  3- 
year  implementation  schedule.   CMS&H  will  also  continue  to  improve  supervisory 
ratios  by  realigning  the  district  technical  staff,  combining  work  groups  where 
feasible,  and  eliminating  unnecessary  supervisory  positions.   The  flatter 
organization  will  reduce  management  and  administrative  positions,  provide 
quicker  response  to  customers,  and  improve  lines  of  communication  with  front- 
line inspection  personnel . 

CMS&H's  performance  in  FY  1997  can  be  measured  by  the  program's 
effectiveness  in  the  prevention  of  accidents,  injuries,  and  illnesses  in  the 
nation's  coal  mines.   Measures  already  tracked  by  MSHA  (fatality  and  injury 
rates)  have  replaced  the  traditional  workload  data  used  in  previous  years 
which  focused  on  process  measures  such  as  the  number  of  inspections.   Instead, 
the  numbers  below  measure  the  desired  outcome  which  is  to  prevent  increases  in 
or  to  lower  fatality  and  injury  rates  and  to  further  reduce  or  eliminate 
exposure  to  hazardous  contaminants . 

Incidence  Rates  at  Coal  Mines 
(Number  per  200,000  employee-hours) 

FY  1993   FY  1994   FY  1995   FY  1996    FY  1997 
Estimate   Estimate 
.04        .04 


Actual 

Actual 

Actual' 

Fatality  rates 

.04 

.  04 

.04 

Nonfatal,  lost  time 

injury  rates 

6.99 

6.02 

5.91 

*  Preliminary  data 

1996 

In  fiscal  year  1996,  4,050  regular  underground  inspections  and  3,300 
regular  surface  inspections  will  be  conducted  at  3,125  underground  and  surface 
coal  mines.   In  addition  to  these  regular  health  and  safety  inspections, 
16,850  other  inspections  and  investigations  will  be  conducted. 

CMS&H  will  continue  the  winter  alert  disaster  prevention  enforcement 
initiative  during  the  winter  months  in  fiscal  year  1995  since  many  mine 
explosions  occur  during  the  winter  months.   This  initiative  is  an  intensive 
enforcement  and  outreach  program  to  focus  inspection  and  training  activity  on 
the  primary  causes  of  mine  explosions  during  winter  months.   Environmental 
conditions  associated  with  cold  weather  increase  the  potential  for  explosions 
and  require  that  miners  and  mine  operators  be  especially  conscientious  about 
following  safe  mining  practices. 
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During  FY  1996,  CMS&H  will  continue  the  expansion  of  the  compliance 
analyst  program  to  target  specific  compliance  and  safety  and  health  problems 
and  utilize  non- enforcement  personnel  to  work  with  miners  and  operators  to 
address  these  problems.   This  program  is  aimed  at  improving  compliance  and 
safety  in  the  nation's  coal  mines  through  assistance-based  methods,  rather 
than  through  the  traditional  inspection  and  violation  methods.   The  program 
was  initiated  during  FY  1995  to  address  hazards  at  surface  mines  and  included 
haulage  truck  safety  and  inspections,  silicosis  awareness  and  prevention,  and 
accident  prevention  measures.   The  program  has  been  expanded  in  FY  1996  to 
more  mines  and  has  added  special  programs  for  underground  mines  including  pre- 
shift  and  on-shift  examinations,  firefighting  and  evacuations  plans,  and 
bleeder  and  gob  ventilation  procedures. 

CMS&H  will  continue  to  implement  the  district  streamlining  plan  begun  in 
FY  1995.   This  plan  focuses  on  the  elimination  of  the  subdistrict  layer  of 
management  and  overhead  in  the  field  structure.   By  the  end  of  the  3-year 
implementation  period,  ten  mid-level  management  positions  will  have  been 
eliminated,  and  nearly  65  support  and  administrative  positions  will  have  been 
reprogrammed  into  other  positions  within  the  districts.   Few  relocations  have 
been  required  to  implement  this  reorganization,  and  every  effort  has  been  made 
to  minimize  the  adverse  effect  on  CMS&H  staff. 

During  FY  1996,  CMS&H  recently  completed  the  inspector  laptop  pilot 
project  begun  in  FY  1995.   After  some  modification  of  the  application  programs 
and  training  of  front-line  inspection  staff,  laptop  use  will  be  expanded  to 
include  additional  selected  field  offices. 

1995 

In  fiscal  year  1995,  4,134  regular  underground  inspections  and  3,387 
regular  surface  inspections  were  conducted  at  underground  and  surface  coal 
mines.   In  addition  to  these  regular  health  and  safety  inspections,  16,933 
other  inspections  and  investigations  were  conducted.   These  include  3,584 
inspections  to  evaluate  corrective  measures  taken  by  operators  in  response  to 
MSHA-issued  violations;  4,145  inspections  required  by  section  103(1);  711 
accident  investigations;  6,549  inspections  for  hazards  found  in  mines  required 
by  section  103(a);  922  education  and  training  activities  required  by  Section 
502(b);  and  1,022  other  inspections  and  investigations  mandated  by  the  Act. 

CMS&H  continued  the  winter  alert  disaster  prevention  enforcement 
initiative  during  the  winter  months  in  fiscal  year  1995  since  many  mine 
explosions  occur  during  the  winter  months.   This  initiative  is  an  intensive 
enforcement  and  outreach  program  to  focus  inspection  and  training  activity  on 
the  primary  causes  of  mine  explosions  during  winter  months. 

Three  other  enforcement  initiatives  were  conducted  during  the  first 
quarter  of  fiscal  year  1995.   These  included  sweep  inspections  to  identify: 
the  use  of  unsuitable  packing  material  used  to  prevent  explosions  in  electri- 
cal assemblies  on  mining  equipment,  truck  haulage  hazards  related  to  brake 
maintenance,  and  inadequate  control  of  silica  dust  in  surface  drill 
operations.   These  initiatives  are  considered  an  integral  part  of  the  regular 
mandated  inspections. 

To  determine  compliance  with  the  drill  dust  control  regulation  which 
became  effective  in  April  1994,  more  than  880  surface  coal  mines  were  visited. 
Inspectors  found  over  140  violations,  mostly  for  failure  to  maintain  controls 
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required  by  the  new  standard.   Emphasis  was  placed  on  the  review  of  dust 
controls  on  highwall  drills  and  other  surface  mine  occupations.   Inspectors 
disseminated  information  on  the  hazards  of  crystalline  silica  exposure, 
including  silicosis,  through  handouts  and  discussions  with  miners  and  mine 
operators.   They  also  collected  samples  at  selected  mines  to  evaluate  the 
respirable  dust  exposure  levels  and  the  percent  of  crystalline  silica  in  the 
dust  samples. 

In  fiscal  year  1995,  specialized  training  was  provided  to  inspectors  to 
improve  their  knowledge  of  inspection  procedures  for  braking  systems  used  on 
off -road  haulage  trucks.   This  training  was  necessary  because  of  the  large 
number  of  fatal  accidents  involving  brake  failures  on  coal  haulage  trucks. 
Seminars  were  also  provided  to  train  industry  personnel  on  surface  haulage 
hazards . 

In  fiscal  year  1995,  CMS&H  completed  the  implementation  of  the 
alternative  case  resolution  initiative.   This  program  allows  conference  and 
litigation  representatives  selected  from  enforcement  personnel  to  litigate 
civil  penalty  cases  before  administrative  law  judges  of  the  Federal  Mine 
Safety  and  Health  Review  Commission.   These  cases  are  less  complex  and  involve 
relatively  low  penalty  citations.   In  the  decision  rendered  for  the  first  of 
these  cases,  the  Chief  Administrative  Law  Judge  congratulated  the  Agency  on 
the  quality  of  the  case  material  and  the  efficient  use  of  resources. 

Two  CMSSiH  district  offices  piloted  the  use  of  laptop  computers  by  front- 
line enforcement  personnel  in  fiscal  year  1995.   Initially,  participating 
inspectors  used  laptop  computers  at  the  mine  site  as  a  reference  tool .   Later 
in  the  year,  usage  was  expanded  to  include  the  issuing  of  citations  and  orders 
during  inspection  and  investigation  events. 

Changes  for  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  pay  increases  effective  in  January  1996 444 

Federal  pay  raise  effective  January  1997 1,678 

Travel 57 

Transportation 62 

Rent 171 

Communication,  utilities,  and  miscellaneous  charges 15 

Printing 2 

Other  Services 96 

Supplies 34 

Equipment 74 

Federal  Employees'  Compensation  Fund 987 

Total  Built-in 3,620 

Net  Program -$1,936 

Direct  FTE -48 
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Coal  Mine  Safety  and  Health 

Proposal :   To  provide  $2,234,000  for  the  replacement  of  aged  inspection 
equipment . 

Rationale:   Additional  resources  are  needed  to  ensure  inspectors  are  furnished 
with  reliable,  technologically  updated  equipment. 

Program  Effects:   These  resources  will  provide  inspectors  with  the  tools 
necessary  to  effectively  enforce  the  Act. 

Base: 

FTE:  z=.  Estimate:   $1,4.00 

Program  Increase: 

FTE:  —  Estimate:   +$2,234 

Coal  Mine  Safety  and  Health 

Proposal :   To  reduce  administrative  expenses 

Rationale:   To  reflect  an  additional  three  percent  savings  in  administrative 
expenses  as  required  by  Executive  Order  12837. 

Program  Effects :   None . 

Base  : 

FTE:   1.334  Estimate:   $J.X0.§59 

Program  Decrease: 

FTE.   __  Estimate:   -$1,,3QQ 

Coal  Mine  Safety  and  Health 

Proposal :   To  reduce  48  FTE  and  $2,870,000  in  the  Coal  Mine  Safety  and  Health 
program. 

Rationale :   To  comply  with  the  reductions  in  FTE  required  by  P.L.  103-226. 

Program  Effects:  The  reduction  would  be  taken  by  streamlining  program 
operations.   There  would  be  no  impact  on  workload. 

Base : 

FTE:   1. 334  Estimate:   S110.659 

Program  Decrease: 

FTE:  zAS.  Estimate:   -$2,870 


Year-round 

Active 

Intermittent 
40 

NonDroducina 
25 

Total 

200 

265 

4,670 

5,690 

55 

10,415 

4,870 

5,730 

80 

10,680 
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1997  Budget  Request  -  (b)  Metal  and  Nonmetal  Mine  Safety  and  Health 

In  FY  1997,  the  enforcement  strategy  of  Metal  and  Nonmetal  Mine  Safety 
and  Health  (MNMS&H)  will  be  an  integrated  approach  that  links  all  activities 
to  preventing  occupational  injuries  and  illnesses.   This  includes  not  only 
enforcement  activities  but  also  education  and  training  and  compliance 
assistance.   These  activities  will  be  directed  to  the  nation's  approximately 
10,680  metal  and  nonmetal  mines,  which  are  distributed  roughly  as  follows: 


Mine  Type 
Underground 
Surface 
Total 


Enforcement  activities  include  required  annual  inspections  of  all  mines, 
inspections  of  gassy  mines  at  frequent  intervals,  and  mandated  investigations 
that  are  prompted  by  accidents,  by  safety  and  discrimination  complaints,  and 
by  the  identification  of  mine  operators  who  recklessly  violate  safety  or 
health  standards  or  refuse  to  comply  with  orders  issued  under  the  Act. 

The  process  of  enforcing  the  Act  and  the  analysis  of  accidents,  injuries, 
and  illnesses  reveal  persistent  health  and  safety  hazards  in  need  of  special 
attention.   They  include  hazards  associated  with  surface  haulage  which  has 
accounted  for  the  majority  of  all  metal  and  nonmetal  mining  deaths  in  recent 
years,  contractor  work  on  mine  property  which  has  produced  accidents  at  higher 
than  the  average  rate,  and  exposure  to  silica-bearing  dusts,  diesel  exhaust, 
toxic  chemicals,  noise,  and  newly  emerging  health  hazards  from  hazardous  waste 
burned  at  cement  kilns  on  mine  property.   Special  emphasis  initiatives 
directed  at  identified  hazards  will  be  developed  and  implemented  in  order  to 
reduce  accidents  or  to  reduce  or  eliminate  hazardous  exposure.   By  working 
closely  with  the  mining  community,  MNMS&H  will  seek  to  create  an  environment 
conducive  to  compliance. 

Enforcement  activities  in  FY  1997  will  also  include  special  inspections 
directed  at  hazardous  operations  such  as  shaft  sinking,  hoisting,  and 
electrical  installation  and  maintenance.   In  addition,  fatal  accidents  and 
serious  nonfatal  accidents  will  be  investigated  by  MSHA  specialists.   These 
investigations  provide  valuable  information  which  is  also  used  by  industry  and 
labor  organizations  to  prevent  similar  occurrences  and  to  promote  awareness  in 
areas  of  concern. 

Historically,  MSHA  has  focused  on  the  safety  hazards  of  mining.   As  a 
result,  dramatic  improvements  have  been  made  in  preventing  fatal  roof  fall 
accidents  and  mine  explosions.   While  improvements  have  also  been  made  in 
protecting  miners'  health,  miners  are  still  at  risk  of  contracting  lung 
disease,  such  as  silicosis,  which  has  long  been  recognized  as  an  occupational 
hazard  in  mining.   Miners  also  suffer  significant  hearing  loss  and  are  put  at 
risk  by  new  developments  in  mining,  such  as  the  growing  use  of  diesel -powered 
equipment  in  confined  underground  environments.   To  improve  the  health 
protection  afforded  miners,  MSHA  will  improve  its  technical  capability  to 
address  occupational  health  hazards. 

Activities  designed  to  assist  industry  and  labor  in  improving  safety  and 
health  conditions  and  practices  in  the  mines  are  an  integral  part  of  the 
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MNMSfcH  program.   These  activities  include  assisting  mine  operators  in  solving 
difficult  health  and  safety  problems,  distributing  training  materials  and 
safety  posters  to  mine  operators,  and  conducting  seminars  and  giving  talks  on 
mine  health  and  safety  in  critical  areas. 

By  FY  1997  nearly  60  percent  of  the  over  18,000  pieces  of  inspection 
equipment  required  to  carry  out  MSHA's  enforcement  responsibilities  will  be 
beyond  their  useful  life,  and  most  will  be  obsolete.   MSHA  is  requesting  for 
the  MNMSfcH  program  $1,766,000  in  FY  1997  to  replace  and  update  aged  ^P*™ 
equipment  to  state-of-the-art.   For  front-line  employees  to  be  ef  J^Jiv^thay 
need  appropriate  tools,  and  to  maximize  their  effectiveness,  the  tools  need  to 
take  advantage  of  the  latest  technology.   MSHA  is  regarded  as  the  leading 
authority  in  mine  safety  and  health.   This  position  of  leadership  cannot  be 
maintained  if  our  inspectors  are  using  clearly  outdated  W^°f-      £e 
following  types  of  equipment  have  been  identified  as  first  priority  for 
replacement   anemometers,  noise  dosimeters/calibrators,  respirable  coal  dust 
pumps/chargers/calibrators,  methane  and  multi-gas  detectors,  and  self- 
contained  self -rescuers. 

MNMS&H's  performance  in  FY  1997  can  be  measured  by  the  program's 
effectiveness  in  the  prevention  of  accidents,  injuries,  and  illnesses  in  the 
nationTmetal  and  nonmetal  mines.   Measures  already  tracked  by  MSHA  (fatality 
S  injury  rates)  have  replaced  the  traditional  workload  data  used  in  previous 
velrs   tL  desired  outcome  in  FY  1997  is  to  prevent  increases  in  or  to  lower 
fatality  and  injury  rates  and  to  further  reduce  or  eliminate  exposure  to 
hazardous  contaminants . 

Incidence  Rates  at  Metal /Nonmetal  Mines 
(Number  per  200,000  employee -hours) 


Fatality  rates 
Nonfatal,  lost  time 
injury  rates 


FY  1993    FY  1994    FY  1995    FY  1996     FY  1997 

Actual        Actual        Actual*      Estimate      Bafcimafcs 

.02         .02         .02  .02  .02 


3.51       3.46       2.98        2.98        2.98 
*  Preliminary  data 

1996 

During  FY  1996,  MNMSiH  inspection  personnel  will  conduct  approximately 
31,000  inspections  and  investigations  at  metal  and  nonmetal  mines 
Approximately  16,000  will  be  regular  inspections.   The  remaining  15.000  will 
cover  s^ch  activities  as  compliance  follow-up  inspections,  gassy  mine  spot 
inspections   accident  investigations,  special  inspections  and  investigations, 
education  and  training  monitoring  and  evaluations,  audits  of  operator 
reporting  of  injuries  and  employment,  and  compliance  and  training  assistance 
activities . 

After  achieving  two  consecutive  record  lows  in  fatalities  in  FY  1994  and 
X995   fatalities  in  metal  and  nonmetal  mines  showed  a  significant  increase  in 
the  first  quarter  of  FY  1996.   In  an  effort  to  stem  this  potential  upward 
trend,  new  at-risk  occupations  in  metal  and  nonmetal  mines  have  been 
identified.   The  Agency  is  planning  a  number  of  actmUes   o  ^™^f 
mining  community  about  these  occupations,  the  causes  of  fatalities,  and 
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fundamental  safety  measures  that  can  be  taken  to  help  avert  future  deaths . 
Regional  seminars  and  workshops  will  be  conducted  for  industry  associations, 
miners,  and  labor  representatives.   Handout  materials  are  being  developed  to 
warn  about  hazards  in  certain  occupations.   Inspectors  will  carry  the 
information  to  the  mine  sites  and  discuss  potentially  life-threatening  hazards 
with  mine  operators  and  miners  during  regular  inspections 

The  pilot  project  of  using  laptop  computers  by  front-line  enforcement 
personnel,  initiated  in  FY  1995,  has  been  completed.   Although  some 
modification  of  application  programming  is  still  needed,  inspectors  in  the 
pilot  project  are  enthusiastic  about  the  use  of  these  laptop  computers.   As  a 
result,  the  overall  laptop  program  has  moved  ahead  and  a  small  group  of 
personnel  have  been  trained  as  trainers.   These  trainers  will  in  turn  provide 
training  to  the  inspectors  in  about  half  of  the  field  offices  where  laptop 
computers  have  been  distributed. 

1995 

In  FY  1995,  MNMS&H  continued  to  emphasize  mandatory  activities  required 
by  the  Act.   During  the  year,  enforcement  personnel  conducted  31,975 
inspection  and  investigation  events  at  metal  and  nonmetal  mines.   Of  this 
total,  16,148  were  complete  regular  inspections  during  which  42,692  citations 
and  983  orders  of  withdrawal  were  issued.   The  remaining  15,647  events  were 
for  activities  such  as  compliance  follow-up  inspections,  gassy  mine  spot 
inspections,  accident  investigations,  special  inspections  and  investigations, 
audits  of  operator  reporting  of  injuries  and  employment,  and  compliance  and 
training  assistance  activities. 

To  reduce  the  number  of  accidents  involving  haulage  trucks  and  other 
mobile  equipment  at  surface  mines  and  surface  areas  of  underground  mines,  MSHA 
implemented  a  program  initiative  during  the  year  to  raise  industry  awareness 
of  the  dangers  inherent  in  surface  haulage.   After  a  special  alert  letter  was 
issued  to  all  mine  operators  and  independent  contractors,  MNMS&H  conducted 
special  haulage  sweep  inspections  and  held  a  series  of  public  seminars  on 
truck  safety  throughout  the  mining  regions  focusing  on  brake  inspections, 
haul-road  design  and  construction,  and  equipment  maintenance. 

As  a  result  of  a  study  by  the  National  Institute  for  Occupational  Safety 
and  Health  (NIOSH)  that  shows  the  occurrence  of  silicosis  in  the  stripping 
operation  of  surface  coal  mining,  the  Agency  initiated  a  special  program  of 
inspections  for  compliance  with  silica  standards.   The  concern  is  that 
exposure  to  high  levels  of  crystalline  silica  can  cause  disabling  and 
potentially  fatal  lung  disease.   As  part  of  the  Agency  program,  MNMS&H 
inspectors  conducted  focused  inspections  of  205  randomly  selected  mines  to 
check  compliance  with  the  drill  and  the  silica  standards.   Mines  of  all  sizes 
were  randomly  selected  based  on  commodities  believed  to  contain  more  than  one 
percent  silica.   Of  the  approximately  200  drills  inspected  and  over  2,300 
samples  taken  of  mobile  equipment  operators  in  the  mining  area,  only  five 
drill  dust  control  violations  and  26  respirable  silica  overexposures  were 
found. 
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Changes  for  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  pay  increases  effective  in  January  1996 165 

Federal  pay  raise  effective  January  1997 687 

Travel 110 

Transportation 12 

Rent 6  0 

Communication,  utilities,  and  miscellaneous  charges 10 

Printing 2 

Working  Capital  Fund 232 

Other  Services 62 

Supplies 16 

Equipment 38 

Federal  Employees'  Compensation  Fund 425 

Total  Built-in 1-  819 

Net  Program $1<  766 

Direct  FTE 0 

Metal  and  Nonmetal  Mine  Safety  and  Health 

Proposal :   To  provide  $1,766,000  for  the  replacement  of  aged  inspection 
equipment . 

Rationale:   Additional  resources  are  needed  to  ensure  inspectors  are  furnished 
with  reliable,  technologically  updated  equipment. 

Program  Effects:   These  resources  will  provide  inspectors  with  the  tools 
necessary  to  effectively  enforce  the  Act. 

Base: 

FTE:   _^  Estimate:   $43,231 

Program  Increase: 

FTE:  Estimate:   +$],,7Q6 
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1997  Budget  Request  -  (c)  Standards 

This  activity  provides  for  the  development  and  promulgation  of  mandatory 
safety  and  health  standards  to  ensure  the  best  possible  protection  for  the 
safety  and  health  of  all  miners.   Mandatory  standards  provide  a  benchmark  for 
voluntary  compliance  and  a  legal  basis  for  enforcement  actions. 

New  and  improved  safety  and  health  standards  are  proposed  and  promulgated 
on  the  basis  of  information  submitted  to  the  Secretary  by  interested  parties, 
representatives  of  any  organization  of  employers  or  employees,  nationally 
recognized  standards -producing  organizations,  the  Secretary  of  Health  and 
Human  Services,  NIOSH,  states  or  political  subdivisions,  or  on  the  basis  of 
information  developed  by  the  Secretary  or  otherwise  available.   All  new 
standards,  except  emergency  temporary  standards,  are  promulgated  under 
procedures  providing  the  opportunity  for  broad-based  public  comment  and  in 
accordance  with  administrative  and  legislative  policy. 

During  fiscal  year  1997,  MSHA  will  continue  to  review  existing  standards 
and  projects  to  determine  their  overall  and  individual  adequacy  and 
effectiveness  in  reducing  injuries  and  illnesses  in  the  nation's  mines. 

Historically,  MSHA  has  focused  on  the  safety  hazards  of  mining.   As  a 
result,  dramatic  improvements  have  been  made  in  preventing  fatal  roof  fall 
accidents  and  mine  explosions.   While  improvements  have  also  been  made  in 
protecting  miners'  health,  miners  are  still  at  risk  of  contracting  lung 
disease,  such  as  silicosis,  which  has  long  been  recognized  as  an  occupational 
hazard  in  mining.   Miners  also  suffer  significant  hearing  loss  and  are  put  at 
risk  by  new  developments  in  mining,  such  as  the  growing  use  of  diesel -powered 
equipment  in  confined  underground  environments.   To  improve  the  health 
protection  afforded  miners,  MSHA  will  increase  emphasis  on  improving  its 
technical  capability  to  address  occupational  health  hazards. 

In  accordance  with  Executive  Order  12866,  MSHA  performs  an  analysis  of 
anticipated  benefits  and  costs  of  each  significant  regulatory  action,  develops 
an  annual  regulatory  plan,  publishes  a  semiannual  regulatory  agenda,  and 
reviews  existing  rules  to  identify  regulations  that  are  inconsistent  with  the 
Executive  Order  policy  directives.   Regulatory  analyses  must  include  both 
quantitative  and  qualitative  costs  and  benefits  to  determine  the  best  way  to 
maximize  net  potential  benefits  in  choosing  among  regulatory  alternatives. 

All  of  MSHA's  regulatory  review  activities  are  consistent  with  the  Act 
and  executive  and  legislative  directives  for  improving  regulations.   No 
regulatory  initiatives  will  reduce  protection  afforded  miners  under  existing 
standards . 

Petitions  for  modification  of  the  applications  of  mandatory  safety 
standards  (variances)  will  be  processed  as  rapidly  as  possible  to  further 
assure  miner  safety  and  facilitate  compliance  flexibility.   In  fiscal  year 
1997,  approximately  160  variances  will  be  processed.   After  initial  review  of 
variances  and  the  publication  of  summaries  in  the  Federal  Register,  this  staff 
forwards  the  variances  to  the  appropriate  enforcement  office  for  investigation 
in  accordance  with  the  1977  Act. 

The  following  table  identifies  major  workload  categories  and  program 
output  for  the  Standards  Development  program: 
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Regulations  published 
Proposed 
Final 
Total 

Standards  and  regulations  in  process 
Variances  processed 
1996. 


1995 

1996 

1997 

3 

7 

4 

1 

-5. 

a 

4 

13 

12 

15 

9 

6 

200 

180 

160 

During  fiscal  year  1996,  MSHA  will  continue  to  review  coal  and  metal  and 
nonmetal  mine  regulations.   Specifically,  the  Agency  will  work  on  revising 
safety  standards  for  ventilation,  hazard  communication,  longwall  mining 
sections,  and  diesel -powered  equipment.   Health  standards  will  be  revised  for 
air  quality  and  surface  haulage.   The  Agency  will  continue  work  on  safety 
proposals  for  anthracite  mines  and  roof  bolts  and  health  proposals  such  as 
respirable  coal  mine  dust,  diesel  particulate,  and  noise. 

In  addition,  an  estimated  180  variances  will  be  processed  to  facilitate 
compliance  flexibility  while  ensuring  adequate  protection  for  the  miners' 
safety. 

1995 

MSHA  published  a  final  rule  addressing  the  transfer  of  respirator 
approval  authority  to  NIOSH.   The  Agency  also  issued  proposed  rules  on  metal 
and  nonmetal  explosives,  the  use  of  independent  labs  for  testing  and 
evaluating  mining  products  and  equipment,  and  the  decertification  of  miners 
for  failure  to  properly  perform  certain  safety  and  health  tasks. 

In  addition,  200  variances  were  processed  to  facilitate  compliance 
flexibility  while  ensuring  adequate  protection  for  the  miners'  safety. 

Changes  for  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in:  1Q 

Annualization  of  pay  increases  effective  in  January  1996 

Federal  pay  raise  effective  January  1997 

Rent 7 

Printing 2g 

Working  Capital  Fund 

Other  Services 

Federal  Employees '  Compensation  Fund 

Partial  restoration  to  FY  1995  operating  levels 

Total  Built-in 

$0 

Net  Program 0 

Direct  FTE 


7 
212 
295 
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ASSESSMENTS 


1996                 1997               Difference 
rnnfsrence  Estimate  1996/19?7 


52        $3,497  52        $3,840  --        +$343 

Introduction 

The  Federal  Mine  Safety  and  Health  Act  of  1977  mandates  that  all  safety 
and  health  violations  be  assessed  a  monetary  civil  penalty.   Civil  penalties 
are  intended  to  encourage  voluntary  compliance  and  can  best  promote  safety  and 
health  when  applied  to  serious  violations. 

The  Assessments  activity  is  responsible  for  all  aspects  of  MSHA's  civil 
penalty  program,  including  assessment  of  penalties,  accounting  for  all  penalty 
cases  in  litigation  before  the  Federal  Mine  Safety  and  Health  Review 
Commission  and  the  Federal  courts,  and  collecting  and  accounting  for  penalties 
paid. 

In  proposing  civil  monetary  penalties,  the  following  statutory  criteria 
are  considered:   the  size  of  the  mining  operation;  the  history  of  previous 
violations;  the  degree  of  operator  negligence;  the  gravity  of  the  violation; 
and  the  good  faith  effort  to  achieve  rapid  compliance.   An  assessment  formula, 
based  on  these  criteria,  is  used  to  determine  the  amount  of  the  civil  penalty 
for  most  serious  violations.   The  violation  citation  and  the  inspector's 
evaluation  are  used  as  the  basis  for  the  Agency's  proposed  assessment.   Most 
non- serious  violations  that  are  timely  abated  are  assessed  a  single  penalty  of 
$50. 

The  Assessment  office  may  elect  not  to  use  the  regular  assessment  formula 
or  the  single  penalty  assessment  if  the  conditions  surrounding  the  violation 
warrant.   Special,  higher  assessments  are  considered  for  severe  violations-- 
those  which  cause  death,  injury  or  illness  or  result  from  the  operator's 
unwarrantable  failure  to  comply,  and  other  special  circumstances. 

Funding  and  FTE  for  this  activity  during  the  last  five  years  has  been  as 

follows : 

Funding  FTE 

1992 $2,455,  000  54 

1993 $3,811,  000  61 

1994 $3,  800,  000  57 

1995 $3,  781,  000  53 

1996 $3,497,  000  52 

1997  Budget  Request 

During  fiscal  year  1997,  the  primary  function  of  the  Assessments  activity 
will  be  to  assess  civil  monetary  penalties  for  all  violations  of  the  Act 
consistently  and  in  accordance  with  statutory  criteria,  to  timely  assess  and 
process  all  violations,  to  assess  penalties  at  a  level  that  will  encourage 
compliance,  to  account  for  all  penalty  cases  in  litigation,  and  to  collect  and 
account  for  penalties  paid.   The  fiscal  year  1997  request  provides  for 
assessment  of  140,000  violations  of  the  Act. 
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MSHA  will  continue  efforts  to  improve  the  benefits  of  assessments  and 
collections  to  miner  safety  and  health  by  considering  the  value  of  additional 
remedies  to  supplement  assessed  civil  penalties.   MSHA  will  continue  a  debt 
collection  program  for  operators  who  do  not  pay. 

1996 

In  fiscal  year  1996,  the  Assessments  activity  will  continue  to  assess 
violations,  to  process  civil  penalty  cases  (preparing  cases  for  adjudication 
when  appealed  to  the  Mine  Safety  and  Health  Review  Commission)  and  to  collect 
and  account  for  penalties  paid. 

The  major  accomplishments  in  fiscal  year  1996  will  be:   to  issue  proposed 
assessments  within  a  reasonable  time  for  the  140,000  violations  projected  to 
be  cited;  to  review  citations  and  orders  for  conformance  to  regulations  and 
policy;  to  account  for  all  penalty  cases  paid  or  in  litigation;  and  to  take 
collection  action  on  unpaid  cases. 

MSHA  has  escablished  an  effective  debt  collection  program  for  operators 
who  do  not  pay  their  assessed  penalties.   Uncollected  penalties  for  those 
cases  where  the  operator  has  not  responded  to  MSHA's  demand  notice  will  be 
pursued  by  MSHA  or  turned  over  to  a  commercial  collection  firm  on  the  Federal 
Supply  Schedule,  as  appropriate. 

1995 

In  fiscal  year  1995,  the  Assessments  activity  assessed  132,321  violations 
for  a  total  of  approximately  $28,000,000. 

MSHA  continued  its  debt  collection  program  in  fiscal  year  1995.   MSHA 
special  collections  group  contacted  debtors,  collected  delinquent  civil 
penalties,  arranged  installment  payment  plans,  identified  uncollectible 
accounts  and  provided  assistance  to  the  Department  of  Labor  and  United  States 
attorneys  in  claims  litigation,  judgment  enforcement,  and  debtor  examinations. 
In  fiscal  year  1995,  the  special  collections  group  collected  over  $1,000,000 
and  set  up  installment  payment  plans  totaling  almost  $1,300,000. 

During  fiscal  year  1995,  MSHA  continued  to  explore  an  integrated  approach 
to  enforcement,  to  supplement  and  increase  the  effectiveness  of  assessed  civil 
penalties.   This  new  approach  considered  remedies  such  as  investment  in 
enhanced  safety,  health  or  task  training,  beyond  minimum  legal  requirements, 
in  lieu  of  full  payment  of  penalties. 


1043 


MSHA-30 

accident  prevention  and  occupational  health  awareness  programs,  and  responding 
to  requests  for  specialized  safety  and  health  training  programs  and  materials 
from  the  mining  industry. 

The  state  grants  program  will  focus  on  specific  health  and  safety  issues 
identified  by  the  Agency  and  the  states.   EPD  will  continue  to  improve  the 
tracking  of  individual  program  accomplishments  to  ensure  that  effective 
programs  are  implemented  by  the  grantees. 

EPD  will  provide  mine  emergency  preparedness  training  for  MSHA  and  the 
industry  through  the  Mine  Simulation  Laboratory  by  providing  hands-on 
instruction  in  a  simulated  mining  environment.   This  facility  also  allows  for 
practical  hands-on  training  for  inspectors  and  technical  mining  specialists. 

EPD  will  continue  to  provide  education  and  training  programs  for  the 
mining  industry,  as  directed  by  section  502  of  the  Act.   EPD  will  increase 
emphasis  on  the  development  of  training  materials  for  the  mining  industry. 
Training  assistance  is  provided  primarily  by  the  National  Mine  Health  and 
Safety  Academy  through  new  training  materials,  such  as  safety  manuals, 
instruction  guides,  video  tapes,  slides/audiotapes  and  similar  products 
developed  to  meet  specific  training  requirements  necessary  to  respond  to 
health  and  safety  needs  in  the  industry.   Examples  include  the  winter  alert 
program  to  caution  miners  of  seasonally  related  hazards,  dust,  noise, 
silicosis,  hazard  communication,  underground  diesel  equipment,  industry 
respirable  dust  certification,  and  health  training.   Priorities  will  be 
established  based  on  analysis  of  accident  and  injury  data  and  input  from  the 
mining  community. 

Historically,  MSHA  has  focused  on  the  safety  hazards  of  mining.   As  a 
result,  dramatic  improvements  have  been  made  in  preventing  fatal  roof  fall 
accidents  and  mine  explosions.   While  improvements  have  also  been  made  in 
protecting  miners'  health,  miners  are  still  at  risk  of  contracting  lung 
disease,  such  as  silicosis,  which  has  long  been  recognized  as  an  occupational 
hazard  in  mining.   Miners  also  suffer  significant  hearing  loss  and  are  put  at 
risk  by  new  developments  in  mining,  such  as  the  growing  use  of  diesel -powered 
equipment  in  confined  underground  environments.   To  improve  the  health 
protection  afforded  miners,  MSHA  will  improve  its  technical  training 
capability  to  address  occupational  health  hazards. 

The  major  workload  categories  and  output  for  the  Educational  Policy  and 
Development  program  are : 


1995     1996      1997 


Course  days  of  training 

MSHA 

Industry 
Publications  distributed 
Publications  developed/revised 
Courses  developed/revised 
Training  materials  developed 

Videos  produced 

Slide/tapes  produced 
Grants  -  states  participating 
Miners  trained  (state  grants) 


431 

250 

300 

119 

250 

250 

1,627,399 

1,500 

,000 

1, 500, 

,000 

24 

9 

9 

14 

13 

13 

18 

20 

20 

0 

4 

4 

44 

44 

44 

170,000 

170 

,000 

200, 

,000 

1042 


EDUCATIONAL  POLICY  AND  DEVELOPMENT 


1996 
Conference 

1997 
Estimate 

Difference 

1995/1996 

FTE      Amount 
83      $14,782 

Introduction 

FTE      Amount 
83      $14,800 

FTE      Amount 
+  $18 

Educational  Policy  and  Development  (EPD)  provides  unified  and 
comprehensive  direction  on  all  matters  related  to  MSHA's  role  in  education  and 
training  activities  in  the  mining  industry.   In  accordance  with  the  statutory 
requirements  of  the  Act,  EPD  is  responsible  for  developing  and  implementing 
educational  policy  and  programs  to  train  government,  industry  and  organized 
labor  personnel  to  recognize,  eliminate  and  prevent  hazardous  conditions  in 
the  mining  environment. 

EPD  manages  and  operates  the  National  Mine  Health  and  Safety  Academy. 
The  Academy  trains  Federal  mine  inspectors  to  provide  and  maintain  a  competent 
inspection  work  force.   Professional  education  and  training  services  and 
consultation  is  provided  to  all  members  of  MSHA  and  the  mining  community. 

Strong  education  and  training  focus  is  accomplished  by  directing  the 
design,  development  and  implementation  of  mine  health  and  safety  educational 
programs,  materials  and  systems.   EPD  transfers  technology  to  MSHA  offices, 
industry,  labor,  and  educational  institutions  through  video  and  electronic 
mediums.   Liaison  is  maintained  with  other  Federal  and  state  agencies, 
associations,  labor  groups,  etc.,  that  have  educational  and  training  programs. 

The  MSHA  state  grants  program,  administered  through  EPD,  provides  funds 
to  assist  states  in  mine  safety  related  activities  as  provided  in  section  503 
of  the  Act . 

EPD  assists  the  Holmes  Safety  Association,  a  nonprofit  association 
created  in  1926  to  promote  health  and  safety  in  the  mining  industry,  by 
providing  technical  assistance  in  coordinating  efforts  through  grass  roots 
safety  and  health  programs  and  activities  to  the  mining  community. 

Funding  and  FTE  for  this  activity  during  the  last  five  years  has  been  as 
follows : 

Funding £X£ 

1992 $13,467,000  88 

1993 $14,854,000  91 

1994 $14,503,000  85 

1995 $15,064,000  84 

1996 $14,782,000  83 

1997  Budget  Request 

In  fiscal  year  1997,  EPD  will  support  MSHA's  mission  by  providing  safety 
and  health  education  and  training  programs  and  materials.   Major  program 
emphasis  will  be  on  supporting  MSHA's  enforcement  activities  by  assuring  a 
strong  education  and  training  focus  in  MSHA.   These  activities  include,  but 
are  not  limited  to,  the  training  of  mine  inspectors,  the  development  of 
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Changes  for  1997 

($  in  Thousands)  ' 

Activity  Changes: 

Built-in: 

Annualization  of  pay  increases  effective  in  January  1996 17 

Federal  pay  raise  effective  January  1997 63 

Travel 2 

Rent 6 

Communication,  utilities,  and  miscellaneous  charges 2 

Printing 1 

Working  Capital  Fund 55 

Other  Services 6 

Equipment 2 

Federal  Employees'  Compensation  Fund 37 

Partial  restoration  of  FY  1995  operating  levels 151 

Total  Built-in 343 

Net  Program $0 

Direct  FTE 0 
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Course  days  reflect  only  students  from  the  two  mandated  customers,  MSHA 
and  the  mining  industry,  including  labor  and  management,  that  utilize  EPD 
resources.   A  course  day  is  a  mining  related  course  or  presentation  of  one 
working  day  duration. 

1996 

Educational  Policy  and  Development  will  focus  its  resources  to  provide 
unified  and  comprehensive  direction  on  all  matters  related  to  MSHA's  role  in 
education  and  training  activities. 

EPD  will  focus  on  activities  that  have  a  direct  effect  on  enforcement 
responsibilities.   These  activities  include  the  training  of  mine  inspectors 
and  the  development  of  accident  prevention  programs. 

EPD  will  continue  to  develop  health  and  safety  special  emphasis  programs 
to  address  the  changing  accident  trends  in  the  mining  industry.   A  program  to 
measure  miners'  knowledge  in  critical  areas  of  mine  health  and  safety  will  be 
developed  and  implemented.   Examples  include  surface  haulage  awareness,  winter 
alert,  and  mine  emergency  preparedness. 

EPD  will  operate  the  Mine  Simulation  Laboratory.   Curriculum  will 
continue  to  be  developed  that  will  increase  the  effectiveness  of  MSHA's  fire 
training,  mine  emergency,  and  ventilation  training  programs  by  allowing  for 
hands-on  instruction  in  a  simulated  mining  environment. 

EPD  will  continue  to  assist  the  districts  in  the  approval  and 
certification  of  instructors  and  other  specialized  mine  industry  personnel 
such  as  dust  samplers  and  electricians.   This  assistance  is  accomplished 
through  conducting  seminars,  conferences,  and  workshops,  and  providing 
training  materials  and  an  automated  data  retrieval  system.   An  automated 
system  maintains  the  records  on  the  certification  and  qualification  of 
individual  mine  industry  personnel  nationwide. 

During  fiscal  year  1996,  the  National  Mine  Health  and  Safety  Academy  will 
provide  6  50  course  days  of  training  to  ensure  that  MSHA's  mine  inspectors, 
other  Federal  and  state  employees,  and  mining  industry  personnel  are  trained 
to  recognize,  eliminate  and  prevent  hazardous  conditions  in  the  mining 
environment.   In  fiscal  year  1996,  13  courses  will  undergo  an  extensive 
review,  revision,  and  improvement  process  to  upgrade  the  quality  of  courses 
presented  to  MSHA  personnel.   This  effort  will  continue  until  all  Academy 
courses  have  been  upgraded. 

The  state  grants  program  will  provide  assistance  to  states  through 
matching  grant  funds,  to  develop  and  present  specific  safety  training  and 
related  programs.   Each  state  is  eligible  for  grant  funds  based  on  their 
ability  to  conduct  programs  that  are  based  on  current  hazards  identified  by 
MSHA  as  critical  for  this  year. 

1995 

In  fiscal  year  1995,  the  following  were  accomplished: 

EPD  developed  new  or  revised  instructional  courses  in  the  course  model 
format  in  the  subject  areas  of  hoisting;  blasting  for  underground  and  surface 
coal  mines;  job  safety  analysis;  reporting  of  accidents,  injuries,  illnesses, 
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employment  and  production  in  mines;  and  health  in  underground  and  surface  coal 
mines  . 

EPD  provided  leadership  and  published  the  Holmes  Safety  Bulletin  for  9 
state  councils,  75  district  councils,  and  4,000  chapters  of  the  Holmes  Safety 
Association. 

EPD  coordinated  training  for  surface  and  underground  United  Mine  Workers 
of  America  safety  personnel,  the  International  Union  of  Operating  Engineers, 
and  state  inspection  and  training  groups.   Inspector  training  activities 
focused  on  ethics  and  laptop  computer  use . 

EPD  developed  special  emphasis  programs  for  surface  haulage  awareness, 
winter  alert  and  mine  emergency  preparedness .   Videos  and  training  materials 
were  developed  for  truck  haulage  safety,  winter  alert,  silica  dust  and 
emergency  response . 

EPD  coordinated  various  seminars  and  conferences  for  instructors,  mine 
operators,  associations,  and  labor  organizations. 

Changes  for  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  pay  increases  effective  in  January  1996 10 

Federal  pay  raise  effective  January  1997 38 

Communication,  utilities,  and  miscellaneous  charges 14 

Printing 7 

State  Grants 1£1 

Total  Built-in 253 

Net  Program -$235 

Direct  FTE 0 

EducationalPolicv  and  Development 

Proposal :   To  reduce  administrative  expenses. 

Rationale:   To  reflect  an  additional  three  percent  savings  in  administrative 
expenses  as  required  by  Executive  Order  12837. 

Program  Effects :   None . 

Base  : 

EXE:   fil  Estimate:   $15,035 

Program  Decrease: 

FTE:   ^  Estimate:   -$235 


1046 


TECHNICAL  SUPPORT 


1996                 1997  Difference 

Conference  Estimate 1996/1997 

FTE       Amount  FTE      Amount  FTE       Amount 

270      $21,268  266      $21,950  -4       +$682 

Introduction 

The  Technical  Support  activity  approves  and  certifies  mine  equipment, 
instruments,  materials,  explosives,  and  personal  protective  apparatus  to 
reduce  the  risk  of  mine  injury  and  illness,  and  collects,  analyzes  and 
publishes  mine  injury  and  illness  data  to  uncover  causes  of  mine  accidents  and 
injuries  in  accordance  with  the  statutory  requirements  of  the  Act.   It 
administers  a  fee  program  to  recover  costs  from  activities  related  to  the 
approval  and  certification  of  equipment,  materials  and  explosives  for  use  in 
mines . 

Technical  Support  also  provides  specialized  scientific  and  engineering 
expertise  to  MSHA,  through  field  and  laboratory  forensic  investigations  to 
resolve  technical  problems  associated  with  implementation  of  the  Act. 
Technical  Support  provides  assistance  in  the  event  of  a  mine  disaster  or  other 
mine  emergency  and  investigates  problems  of  compliance  with  safety  and  health 
standards,  recommending  solutions  to  the  industry  and  to  MSHA. 

Funding  and  FTE  for  this  activity  during  the  last  five  years  has  been  as 
follows: 

EmidjjlS EIE 

1992 $21,251,000  301 

1993 $21,977,000  290 

1994 $21,892,000  281 

1995 $22,097,000  276 

1996 $21,268,000  270 

1997  Budget  Request 

In  fiscal  year  1997,  Technical  Support  will  continue  to  approve  and 
certify  mine  equipment,  instruments,  materials,  explosives,  and  respirators. 
Specialized  scientific  and  engineering  expertise  will  be  provided  to  MSHA  by 
establishing  criteria  for  environmental  controls  for  health  protection  based 
upon  analyses  of  samples  collected  by  MSHA  and  by  evaluating  the  safe  design 
of  mine  ventilation  systems  and  ground  control. 

Resources  will  continue  to  be  allocated  to  collect  and  analyze  accident, 
injury,  illness,  employment,  and  coal  production  information  obtained  from  the 
mining  industry.   This  data  includes  accident  victim  and  equipment 
characteristics  as  well  as  accident  causes.   The  data  is  coded  and  automated 
to  provide  up-to-date  information  to  MSHA' s  enforcement,  engineering,  and 
education  and  training  personnel  so  that  Agency  resources  can  be  effectively 
directed  to  areas  of  need.   Injury,  employment,  and  production  information  is 
published  quarterly  and  annually  and  widely  distributed  to  the  mining 
community. 


1047 


MSHA-34 

During  1997,  Technical  Support  will  continue  to  provide  assistance  in  the 
event  of  a  mine  disaster  or  mine  emergency  to  protect  the  lives  of  miners  or 
others.   Technical  Support  will  also  investigate  problems  of  compliance  with 
safety  and  health  standards  and  recommend  solutions  to  the  industry  and  to 
MSHA.   In-mine  investigations,  laboratory  investigations  and  laboratory 
analyses  will  be  conducted  to  evaluate  existing  environmental  conditions,  to 
provide  projections  for  future  technological  developments  and  to  assure 
compliance  with  safety  and  health  standards. 

Historically,  MSHA  has  focused  on  the  safety  hazards  of  mining.   As  a 
result,  dramatic  improvements  have  been  made  in  preventing  fatal  roof  fall 
accidents  and  mine  explosions.   While  improvements  have  also  been  made  in 
protecting  miners'  health,  miners  are  still  at  risk  of  contracting  lung 
disease,  such  as  silicosis,  which  has  long  been  recognized  as  an  occupational 
hazard  in  mining.   Miners  also  suffer  significant  hearing  loss  and  are  put  at 
risk  by  new  developments  in  mining,  such  as  the  growing  use  of  diesel -powered 
equipment  in  confined  underground  environments.   To  improve  the  health 
protection  afforded  miners,  MSHA  will  improve  its  technical  capability  to 
address  occupational  health  hazards. 

Technical  Support  will  continue  to  adjust  its  resources  to  meet  demands 
as  a  result  of  monitoring  and  sampling  activities  by  MSHA  for  overexposure  to 
high  risk  occupational  hazards.   Sample  processing  and  investigative  studies 
to  determine  the  adequacy  of  engineering  controls  for  maintaining  exposure 
levels  within  required  limits,  and  industrial  hygiene  investigations  will  be 
conducted  as  determined  by  these  activities. 

To  implement  the  results  of  Technical  Support's  streamlining  activities 
such  as  reorganizations,  improved  supervisory/employee  ratios,  reduction  of 
non-front  line  staff  and  other  reinvention  initiatives,  a  reduction  of  4  FTE 
is  proposed  in  fiscal  year  1997.   The  streamlining  effort,  which  involves  a 
reorganization  and  consolidation  of  like  functions  will  be  accomplished 
through  attrition  and  relocations. 

As  in  previous  years,  Technical  Support  will  continue  to  look  for 
creative  technical  solutions  to  assist  mine  operators  in  protecting  miners  in 
a  practical  manner.   Technical  Support  will  continue  to  compile  and  distribute 
tip  sheets  for  mine  operators  on  some  of  the  best  available  control  methods 
being  used  by  the  industry  to  control  silica  from  drill  operations.   In 
addition,  technical  health  studies  to  determine  the  feasibility  of  new  methods 
of  controlling  health  hazards  at  mines  will  continue. 

The  major  workload  categories  and  output  for  the  Technical  Support 
program  are : 

1995  1996  1997 

Equipment  approvals  1,642  1,700  1,700 
Respirable  coal  mine  dust 

samples  processed  88,754  89,000  89,000 
Field  investigations 

(field  &  lab  investigations)  394  415  415 

Samples  analyzed  69,188  80,000  80,000 

Quality  control  actions  1,065  1,100  1,100 
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1996 

During  fiscal  year  1996,  resources  will  be  used  to:   provide  technical 
assistance  and  information  necessary  to  correct  safety  and  health  hazards 
associated  with  new  technology  in  the  mining  industry;  evaluate  criteria  for 
the  promulgation  of  mandatory  standards;  conduct  scientific  and  engineering 
investigations;  process  multi-disciplined  scientific  and  engineering  approval 
investigations  of  equipment  components,  instruments,  materials  and  explosives; 
process  respirable  coal  mine  dust  and  other  environmental  airborne  samples  for 
determination  of  compliance  with  air  quality  standards;  conduct  in-mine 
investigations  and  laboratory  analyses;  provide  technical  input  for  future 
engineering  developments  and  ensure  compliance  with  safety  and  health 
standards  such  as  roof,  ventilation,  methane,  and  dust  control  plans;  and 
provide  assistance  in  the  event  of  a  mine  disaster  or  mine  emergency. 
Resources  will  also  be  used  to  collect  statistical  and  analytical  data  on 
accidents,  injuries,  and  illnesses  in  the  mining  industry  and  to  provide  such 
data  to  MSHA  personnel  and  other  interested  parties. 

Technical  Support  will  continue  evaluating  programs  and  adjusting 
resources  to  address  immediate  safety  and  health  issues.   Assistance  will  be 
provided  to  the  education  and  training  function  in  MSHA  and  other  government 
agencies. 

1995 

In  fiscal  year  1995,  Technical  Support  responded  to  5,584  technical 
requests  from  MSHA  program  managers,  industry,  and  other  outside 
organizations.   Technical  Support  conducted  313  mine  investigations  in 
response  to  requests  for  assistance  from  the  Administrators  of  the  Coal  and 
Metal  and  Nonmetal  programs.   Technical  Support  conducted  81  laboratory 
investigations  which  included  such  areas  as  rock  mechanics,  wire  ropes,  soils 
and  roof  bolts.   The  technical  assistance  provided  and  the  information 
contained  in  recommendations  to  MSHA's  district  officials  for  solutions  to  in- 
mine  problems  resulted  in  timely  operator  compliance  and  provided  mechanisms 
by  which  similar  hazards  could  be  abated. 

In  fiscal  year  1995,  a  total  of  1,642  approvals  and  1,065  quality  control 
investigations  were  completed;  88,754  respirable  coal  dust  samples  were 
weighed;  and  69,188  samples  were  analyzed. 

Technical  Support  performed  4,137  calibrations  on  noise  dosimeters, 
calibrators,  radiation  meters,  anemometers,  and  electrical  meters  used  by 
inspectors.   All  instruments  used  for  determinations  of  compliance  by  CMS&H 
and  MNMS&H  are  calibrated  periodically  to  ensure  continued  accuracy  in  making 
compliance  determinations.   All  standards  used  are  traceable  to  the  National 
Institute  of  Standards  and  Technology. 

At  the  request  of  MSHA  district  officials,  Technical  Support  engineers 
reviewed  83  plans  for  the  design,  construction  and  maintenance  of  waste 
embankments  and  impoundments . 

Throughout  fiscal  year  1995,  Technical  Support  remained  in  a  state  of 
readiness  to  provide  engineering,  analytical,  and  logistical  support  to  MSHA 
during  an  emergency.   It  elso  provided  technical  assistance  and  consultation 
to  foreign  governments  regarding  mine  emergencies. 
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MSHA-36 

In  fiscal  year  1995,  Technical  Support  continued  work  with  the  Bureau  of 
Mines  on  joint  research  ventures  defined  in  a  1994  MSHA/Bureau  of  Mines 
memorandum  of  understanding.   Of  the  five  areas  of  need  defined  by  MSHA  and 
funded  by  the  Bureau  of  Mines,  the  development  of  a  continuous  dust  monitor; 
the  evaluation  of  a  dust  control  parameter  monitor;  and  the  development  of  an 
expert  system  for  underground  dust  control  were  implemented.   Work  continued 
in  fiscal  year  1995  on  the  development  of  a  satisfactory  communications  system 
for  self-contained  self -rescuers  and  on  integrated  dust  controls  for  longwall 
mining  operations. 

In  keeping  with  efforts  to  redirect  the  resources  currently  required  for 
equipment  testing  and  evaluation  to  product  audits  and  evaluation  of  new 
technology,  Technical  Support  continued  work  on  proposed  regulations 
authorizing  the  private  sector  to  use  independent  laboratories  to  perform  the 
testing  and  evaluations  of  equipment  requiring  MSHA  approval  for  use  in 
underground  mines.   In  the  same  rulemaking,  Technical  Support  proposed  to 
permit  the  use  of  testing  and  evaluation  requirements  other  than  those 
specified  in  MSHA  regulations,  providing  that  they  are  equivalent  to  MSHA 
requirements.   Hearings  regarding  this  proposed  regulation  are  planned  during 
fiscal  year  1996. 

Changes  for  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  pay  increases  effective  in  January  1996 87 

Federal  pay  raise  effective  January  1997 329 

Travel 17 

Transportation 2 

Rent 11 

Communication,  utilities,  and  miscellaneous  charges 7 

Printing 2 

Working  Capital  Fund 83 

Other  Services 59 

Supplies 10 

Equipment 12 

Federal  Employees'  Compensation  Fund 193 

Partial  restoration  of  FY  1995  operating  levels 87 

Total  Built-in 899 

Net  Program -$217 

Direct  FTE -4 


Technical  Support 

Proposal :   To  reduce  4  FTE  and  $217,000  in  the  Technical  Support  program. 

Rationale :   To  reflect  the  consolidation  of  like  functions. 

Program  Effects:   The  reduction  would  be  taken  by  streamlining  program 
operations.   There  would  be  no  impact  on  workload. 

Program  Effects :   None 
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FTE:   270  Estimate:   $22.167 

Program  Decrease : 

FTE:  z±  Estimate:  -%2\1 
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PROGRAM  ADMINISTRATION 


1996  1997  Difference 

Conference Estimate  1996/1997 

FTE       Amount  FTE     Amount  FTE      Amount 

120       $7,667  120      $8,569  --        +$902 

Introduction 

The  Program  Administration  activity  provides  leadership,  policy 
direction,  program  policy  evaluation,  and  administrative  support  services  for 
MSHA's  safety  and  health  programs. 

Executive  direction  is  provided  by  an  Assistant  Secretary  and  staff 
offices  responsible  for  information  and  public  affairs,  legislative  and 
Congressional  liaison  activities,  and  MSHA's  equal  employment  opportunity 
program. 

The  Directorate  of  Administration  and  Management  plans  and  directs  the 
full  range  of  administrative  management  within  MSHA  ensuring  that,  through 
effective  utilization  of  resources,  MSHA  remains  a  viable  and  efficient 
organization  responsive  to  the  changing  policy  and  program  needs  of  MSHA  and 
the  mining  industry.   Administrative  support  services  include  personnel 
management,  financial  management,  procurement  and  contracting,  employee 
training,  safety  and  health  programs  for  MSHA  employees,  property  management, 
and  management  analysis. 

The  Directorate  of  Program  Evaluation  and  Information  Resources  (PEIR)  is 
responsible  for  all  aspects  of  program  evaluation  and  information  services 
such  as  information  processing,  information  resource  management,  and  records 
management . 

Funding  and  FTE  for  this  activity  during  the  last  five  years  has  been  as 
follows : 


1992 

1993 

1994 

1995 

1996 

1997  Budget  Request 

In  fiscal  year  1997,  emphasis  will  continue  to  be  given  to  human  resource 
planning,  productivity  improvements,  and  effective  internal  controls  on  all 
financial,  programmatic  and  administrative  functions,  to  minimize  the 
potential  for  fraud,  waste,  abuse  or  mismanagement. 

MSHA  will  expand  the  automated  information  available  to  enforcement 
personnel.   MSHA  will  provide  additional  laptop  computers  to  the  inspectors 
and  augment  the  data  available  to  the  field  offices.   Improved  information 
exchange  capability  will  be  accomplished  through  continued  modernization  of 
the  Agency's  telecommunications  network,  the  installation  of  local  area 
networks,  and  the  expansion  of  electronic  mail  and  Internet  access. 


Fundinq 

FTE 

$12, 808, 000 

167 

$8,451,000 

128 

$8,  562, 000 

125 

$8, 519, 000 

124 

$7,667, 000 

120 
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Additional  phases  of  MSHA's  integrated  information  system  planning  project 
will  be  achieved. 

To  improve  the  health  protection  afforded  miners,  MSHA  will  improve  its 
technical  information  capability  to  address  occupational  health  hazards. 

MSHA  will  actively  pursue  a  plan  to  replace  obsolete  information 
technology  resources  throughout  the  agency.   The  technology  changes  are 
occurring  within  the  industry  that  will  necessitate  the  Agency  to  upgrade  or 
change  some  of  the.  installed  equipment  to  remain  current  with  other  agencies. 

Program  Administration  will  continue  to  implement  the  results  of  stream- 
lining activities  such  as  reorganizations,  improved  supervisory/employee 
ratios,  reduction  of  non- front  line  staff,  and  other  reinvention  initiatives. 

1996 

The  Program  Administration  activity  will  continue  programs  designed  to 
provide  administrative  support  for  Federal  mine  safety  and  health  activities 
at  lower  costs  to  the  Government.   Emphasis  will  be  given  to  human  resource 
planning,  productivity  improvements,  and  effective  internal  controls  on  all 
financial,  programmatic  and  administrative  functions. 

MSHA  implemented  a  consolidation  of  five  major  information  resource 
management  components.   This  consolidation  is  intended  to  deliver  more  cost- 
effective  and  efficient  information  resources  and  automated  data  processing 
services . 

MSHA  will  continue  efforts  toward  developing  a  more  modern  information 
system  which  incorporates  CMS&H,  MNMS&H,  Assessments,  EPD,  Technical  Support 
and  the  management  information  systems  into  one  unified  system.   MSHA  will 
enhance  and  improve  the  collection  of  accident  and  injury  data,  and  will 
change  its  information  systems  to  integrate  accident  and  injury  data  with 
inspection  data.   The  initial  portions  of  the  new  system  will  be  available  to 
users  in  the  spring  of  1996.   The  analysis  of  the  integrated  data  will  allow 
causes  of  accidents  and  injuries  to  be  targeted  and  specific  accident 
prevention  programs  to  be  developed  to  prevent  future  accidents  of  the  same  or 
similar  cause.   Data  networks  will  provide  each  MSHA  work  location  with  the 
capability  to  retrieve  data  and  transfer  files  between  the  mainframe  computer 
and  personal  computer  work  stations.   The  MSHA  work  force  will  have  access  to 
government -wide  electronic  mail  systems. 

PEIR  will  continue  to  coordinate  MSHA's  accountability  program  which  is 
designed  to  increase  quality,  effectiveness,  and  uniformity  in  all  program 
areas.   Additionally,  PEIR  will  continue  to  coordinate  and  provide  guidance  of 
the  management  control  process  for  all  MSHA  program  areas. 

1995 

MSHA  studied  the  Agency's  information  resource  management  functions  with 
the  goal  of  streamlining  and  consolidating  the  functions  and  improving  service 
to  its  customers. 

MSHA's  Internet  connectivity  was  established  for  the  exchange  of  mining 
related  information.   Toward  the  sharing  of  information  with  the  public  via 
the  Internet,  MSHA  established:   a  World  Wide  Web  server  with  an  MSHA  Home 
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Page;  a  gopher  document  server;  a  file  transfer  protocol  server;  and  a 
bulletin  board  system.   At  the  request  of  mine  operators,  MSHA  provided  a 
system  for  the  industry  to  submit  required  employment  and  production  data 
electronically.   Use  of  this  system  is  voluntary  and  the  Agency  intends  to 
encourage  the  expanded  use  of  this  system. 

MSHA  actively  pursued  the  use  of  increased  automation  in  its  enforcement 
efforts  to  enhance  the  efficiency  and  effectiveness  of  federal  mine 
inspectors'  activities.   MSHA  initiated  a  plan  for  inspectors  to  retrieve  a 
variety  of  data  for  inspection  preparation  as  well  as  issue  computer  generated 
citations  and  orders  through  the  use  of  laptop/notebook  computers.   The  front- 
line enforcement  workforce  will  have  portable  computers  which  contain  a 
profile  of  each  mine,  including  accident  and  injury  data,  mine  employment 
history,  mine  production,  inspection  data,  violation/citation  history, 
outstanding  citations,  and  health  sample  histories.   They  will  be  able  to 
query  the  mine  profile  database  on  the  portable  computer  for  information, 
complete  and  print  the  standard  forms  loaded  on  the  portables,  and  enter 
notes.  The  portability  provided  by  laptop/notebook  technology  will  empower  the 
inspectors  with  access  to  accurate,  up-to-date  information  while  they  are  in 
the  field.   This  will  improve  front-line  worker  efficiency,  freeing 
enforcement  personnel  to  devote  themselves  to  better  quality  inspections  and 
allowing  them  to  concentrate  on  a  more  focused  approach  to  reducing  accidents 
and  injuries.   The  ultimate  benefit  of  improved  information  availability  is 
the  prevention  of  accidents  or  debilitating  health  conditions. 

The  Agency  continued  efforts  to  integrate  data  processing  systems.   CMS&H 
and  MNMS&H  field  offices  will  be  able  to  query  the  management  information 
system  data,  download  it,  and  manipulate  it  locally  to  produce  reports  and 
other  documents. 

Changes  for  1997 
($  in  Thousands) 

Activity  Changes: 

Built-in: 

Annualization  of  pay  increases  effective  in  January  1996 36 

Federal  pay  raise  effective  January  1997 137 

Travel 4 

Transportation 1 

Rent 10 

Communication,  utilities,  and  miscellaneous  charges 2 

Printing 1 

Working  Capital  Fund 166 

Other  Services 6 

Suppl  ies 2 

Equipment 2 

Federal  Employees'  Compensation  Fund 80 

Partial  restoration  of  FY  1995  operating  levels 455 

Total  Built-in 902 

Net  Program $0 

Direct  FTE 0 
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State 


EDUCATIONAL  POLICY  AND  DEVELOPMENT 

STATE  GRANTS  PROGRAM 

STATE  TABLES 
($  In  Thousands) 


Alabama 

Alaska 

Arizona 

Arkansas 

California. .  .  . 

Colorado 

Connecticut . . . 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts . 

Michigan 

Minnesota 

Mississippi . . . 
Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire. 
New  Jersey.  .  .  . 


$187 

$168 

$183 

26 

33 

25 

169 

161 

166 

73 

65 

71 

193 

200 

190 

188 

145 

185 

25 

23 

23 

69 

128 

67 

182 

142 

177 

83 

61 

80 

295 

237 

291 

50 

121 

48 

31 

38 

28 

109 

77 

104 

613 

609 

606 

32 

82 

183 


67 
94 
84 
8 
35 


36 

118 

171 

37 

131 

84 
57 
81 
16 
31 


28 

80 

177 

35 

114 

65 
90 
82 
6 
33 


1055 


State 


1995  Actual  1/    1996  Revised 


84 

111 

85 

242 

196 

240 

62 

87 

60 

50 

33 

44 

106 

121 

101 

77 

65 

74 

67 

69 

63 

416 

465 

408 

6 

5 

5 

49 

48 

43 

98 

96 

94 

255 

245 

246 

130 

114 

127 

141 

266 

136 

119 

105 

113 

631 

516 

620 

182 

141 

180 

90 

91 

84 

New  Mexico 

New  York 

North  Carolina. . . 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina. . . 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia. . . . 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands... 

Navajo  Nation. ...  27  22  24 

Total 5,851  5,792  5,718 

1/      These  amounts  are  based  on  a  ranking  of  how  effectively  each  state  has 
proposed  a  program  to  meet  annually  established  criteria  determined  by  MSHA. 


25-051  96-34 
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CONSULTANTS 

FY  31996  FY  1997 

Type  of  Services 

I.  Non-personnel  Appointments:   1/ 

(Advisory  and  Assistance  Services 
-  o.c.  25. 1) 

a .   Consultants  and  experts $21,  000         S21.  000 

Total 21,000  21,000 

Justification  for  1997  Request 


Coal  Enforcement  ($21,000) :   MSHA  has  found  it  necessary  on  occasion  to  hire 
private  sector  mining  experts  to  investigate  certain  mining  accidents  when  the 
specific  expertise  required  was  not  available  within  the  Agency. 


1/      Excludes  personnel  appointments  and  advisory  committees  which  are 
classified  under  object  class  11.3. 
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MINE  SAFETY  AND  HEALTH  ADMINISTRATION 

DETAIL  OF  FULL-TIME  EQUIVALENT  EMPLOYMENT 

($  in  Thousands) 


Executive  Level  IV 

Subtotal 

Executive-Level  Salary.  

ES-5 

ES-4 

ES-3 

ES-2 

Subtotal 

ES  Salary 

GS/GM-15 

GS/GM-14 

GS/GM-13 

GS-12 

GS-11 

GS-10 

GS-9 

GS-8 

GS  -  7 

GS-6 

GS-5 

GS-4 

GS-3 

GS-3 

Subtotal 

Total  GM/GS  Salary 

Ungraded 

Total  end  of  year 

Total,  full-time  equivalent  (FTE) 


1995 
Actual 


1 
$116 


1996 

Revised 


$116 


1997 
Estimate 


$116 


1 

1 

1 

1 

1 

1 

9 

9 

9 

$1 

,  006 

$1 

,006 

$1 

,  006 

44 

43 

43 

92 

90 

90 

347 

350 

342 

1 

,  100 

1 

,  011 

1 

,086 

186 

248 

184 

9 

9 

9 

80 

125 

79 

18 

18 

18 

94 

94 

92 

84 

84 

83 

226 

228 

223 

58 

58 

57 

12 

12 

12 

2 

2 

2 

2, 

352 

2, 

372 

2, 

320 

$107, 

369 

$111, 

530 

$112, 

075 

11 

11 

11 

2, 

371 

2, 

393 

2, 

341 

2, 

378 

2, 

370 

2, 

318 
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BUREAU  OF  LABOR  STATISTICS 

Salaries  and  Expenses 

For  necessary  expenses  for  the  Bureau  of  Labor  Statistics, 
including  advances  or  reimbursements  to  State,    Federal,    and  local 
agencies  and  their  employees  for  services  rendered,    $320,378, 000  of 
which  $16 , 145,000  shall  be  for  expenses  of  revising  the  Consumer 
Price  Index  and  shall   remain  available  until   September  30,     [1996] 
1998,    together  with  not   to  exceed  $52, 053 ,  000  which  may  be  expended 
from  the  Employment   Security  Administrat ion  account   in   the 
Unemployment    Trust   Fund.       (29   U.S.C.    1-96,    181;    Department    of  Labor 
Appropriations  Act,    1995.) 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 
IS  in  Thousands) 


BLS-3 


1995 

Comparable 

FTE      Amount 


Appropriation 
FTE      Amount 


1997 
FTE      Amount 


Appropriation 


2,422     $295,540 


2.337    $293,181 


2.431     S320.378 


A.  Subtotal 

Appropriation       2,422     295.540 


2.337     293,181 


2,431      320.378 


Collections  from 
Re  imbur sables 


103      21.183 


121      18.000 


121       18.000 


Comparative  Transfer 
from: 
Unemp  1  oymen  t 
Trust  Funds 


B.  Gross  Budget 
Authority 


2.525     370,825 


Offsetting  Collections 
deduction: 
*e  imbur  sable    '      -103     -21,183 


2,458     362,459 


-121     -18,000 


2.552      390,431 


-121      -18,000 


C.  Budget  Authority 

Before  Committee   2,422     349,642 


D.  Total,  estimated 

obligations  2.422    $349,642 


2,337      344,459 


2.337    $344,459 


2,431      372,431 


2,431     $372,431 


J3-4 
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Budget  Anrhoritv: 

General  Funds 

Trust  Funds 

Total 

Fnll-Timp    Ecniivale 

General  Funds 

Trust  Funds 

Total 


$293,181 

51.27B 

$344,459 


S320.378 

52.0S3 

$37i,431 


$27,197 
$27,972 


1 1  uat  Funds 


Ammir.-       FTT 


;n£reaaes: 

A.   Built-in: 

Annuallxation  of  pay 
increase  effective  In 
Janauary  1996 

Federal  pay  raise 
effective  January  1997 

Annualization  of  within- 
jrade  promotion  effective 
in  1996 

To  provide  for  increased 
retirement  and  other, 
benefits  costs. 

To  provide  for  increased 
costs  of  Space  Rent 

To  provide  for  increased 
costs  of  Communications 

To  provide  for  increased 
costs  of  Printing 


To  provide  for  increased 
costs  of  administrative 
support  services 
(Working  Capital  Fund) 
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BLS-5 


Trust  Funds 


General  Funds 


famliinarlnn   nf   phiBg*- 


ftjMMBt  FTE 


To  provide  for  increased 
costs  of  contractual  and 
adp  services 


To  provide  for  increased 
coats  of  State  programs 


To  provide  for  increased 
costs  of  Postage 


To  provide  for  increased 
ccsta  of  Supplies 


To  provide  for  partial 
restoration  to  1995 
operating  levels 


B.   Program; 


(1996  Baae:  FTE  69 
Budget  Authority  $11,549) 


(1996  Baae:  FTE  397 
^  Budget  Authority  $157,325) 


$775       23 


$4,596         *63 


Total  Zncr 


$775       94 


$775       94 
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BUDGET  AUTHORITY  BY  OBJECT  CLASS 
($  In  Thousands) 


BLS-7 


1995 

Comparable 


1996 
Appropriation 


1997 
Estimate 


Change 


Total  number  of  full-time 
permanent  positions 
(end-of-year) 

Full-time  equivalent: 
Full-time  in  permanent 

positions 

Other  positions 

Total 

Average  ES  Salary 

Average  GM/GS  grade 

Average  GM/GS  salary 

Average  salary  of 

ungraded  positions 

Personnel  Compensation: 

Permanent  positions 

Positions  other  than 

permanent 

Other  personnel 

compensation 

Subtotal,  personnel 

compensation 

Personnel  benefits 

Benefits  for  former 

personnel 

Travel  4  Transportaion  of 

persons 

Transportation  of  things . . 

Space  rental 

Communications,  utilities 

t   other  rent 

Printing  4  reproduction... 

Consulting  Services 

Other  services  1/ 

Supplies  i   materials 

Equipment 

Grants 

Total,  budget  authority 
by  object 

Included  above: 

Working  Capital  Fund 
obligations 


2,225 

2,130 

2,180 

50 

197 

207 

251 

44 

2,422 

2,337 

2,431 

94 

5112,148 

5112,714 

5113,423 

$709 

10.50 

10.30 

10.20 

-0.1 

544,991 

547,969 

550,850 

52,881 

527,991 

526,642 

529,363 

5721 

5102,390 

5106,095 

5112,823 

$6,728 

5,329 

5,822 

7,265 

1,443 

1,569 

1,561 

1,597 

36 

5109,288 

5113,478 

5121,685 

58,207 

22,421 

23,619 

26,100 

2,481 

6,246 

6,327 

7,171 

844 

63 

63 

63 

0 

25,327 

25,975 

26,512 

537 

2,907 

3,195 

3,476 

281 

1,765 

1,683 

1,842 

0 

0 

0 

0 

114,480 

110,711 

121,413 

10 

,702 

2,118 

2,341 

2,270 

-276 

5,656 

5,797 

6,356 

559 

59,311 

51,214 

55,487 

4 

,273 

$349,642 

$344,459 

$372,431 

$27 

,972 

1/   Includes  the  following  amounts  for  services  of  other  agencies: 
Bureau  of  the  Census...  $49,912  547,383 
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SIGNIFICANT  ITEMS  IN  1996 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES ■  REPORTS 


1996  House  Report  (No.  104-209) 


Bureau  of  Labor  Statistics 


Action  Taken  or  to  Be  Taken 


"The  Committee  has  approved 
$11,549,000,  the  full  amount 
requested  by  the  Administration 
for  the  Consumer  Price  Index 
revision.   This  revision  is 
critical  to  the  Nation' s  economy 
and  to  the  Federal  budget.   The 
Committee  directs  the  Bureau  to 
give  this  matter  the  very 
highest  priority.' 


The  BLS  recognizes  the 
importance  of  the  CPI  Revision 
and  continues  on  schedule  to 
complete  the  Revision  by  the 
year  2000. 


1996  Senate  Report  (No.  104-145) 


Bureau  of  Labor  Statistics 


"The  Committee  directs  that  the 
Bureau  of  Labor  Statistics, 
despite  reductions  from  the 
administration  request,  continue 
to  collect  data  on   injury  and 
illness  rates  that  permit  the 
analysis  of  industry  performance 
at  the  State  level." 


The  BLS  continues  to  collect 
data  on  injury  and  illness  rates 
in  1996. 


Bureau  of  Labor  Statistics 


"The  Committee  concurs  with  the 
budget  request  and  House 
allowance  of  $11,549,000  for  the 
Consumer  Price  Index  Revision." 


The  BLS  recognizes  the 
importance  of  the  CPI  Revision 
and  continues  on  schedule  to 
complete  the  Revision  by  the 
year  2000. 


1996  Conference  Report  (No.  104-537) 
No  significant  items. 
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AMOUNTS  IN  AUTHORIZING  LEGISLATION 

($  in  Thousands) 


Legislation  Budget  Request 

1996  1997 

Authorizing  legislation  containing 
indefinite  authority 

An  Act  to  Establish  the  Bureau  of 

Labor,  1884,  (amended  by  Act  of 

1913  to  establish  the  Department 

of  Labor  (29  U.S. C.  1) $293,181        $320,378 

The  Wagner-Peyser  Act  of  1933,  as 

amended  (29  U.S.C.  49) $51,278        $  52,053 


iS-10 
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APPROPRIATION  HISTORY 
(S  in  Thousands) 

Budget 

estimates  to      House         Senate 
Year  Conor as s       Al lnwunra      &1 ln»«nr»     Appropriation 

1987    $197,232       $204,461       $206,202        $205,797 

1988    228,705  228,252  227,252  218.050 

1989    236,720  236,720  236,720  233.881  1/ 

1990    242,289  243,289  242,289  243,289  2/ 

1991    252,784  260,034  258,884  255,157  3/ 

1992    308,903  308,903  271,892  301,142  4/ 

1993    333,854  325,511  328,015  323,899  5/ 

1994    330,675  333,695  333,245  343,028  6/ 

1995    367,106  350,863  352,863  349,642  7/8/9/ 

1996    376. 6E1  342.459  342,459  34i,459 

1997    372,431 

1/   Reflects  $2,839  across-the-board  reduction  pursuant  to  P.L.  100-436. 

2/  Reflect*  a  reduction  of  $1,827  pursuant  to  P.L.  99-177. 

3/   Reflects  reductions  of  $7,877  pursuant  to  P.L.  101-517.  and 
$4,000  pursuant  to  P.L.  99-177. 

4/   Reflects  a  reduction  of  $6,181  pursuant  to  P.L.  102-170. 

5/   Reflects  $2,612  across-the-board  reduction  pursuant  to 
P.L.  102-394. 

6/   Reflects  $1,017  rescission  in  addition  to  a  $10,100  parallel 
survey  supplemental . 

7/   Reflects  a  reduction  of  $3,217  pursuant  to  executive  order  12837; 
and  a  reduction  of  $1,823  pursuant  to  executive  order  12839. 

8/   Reflects  a  reduction  of  $489  for  awards  pursuant  to  P.L.  103-333 

9/   Reflects  a  reduction  of  $2,732  pursuant  to  P.L.  104-19. 


FTE 

2.274 
2,285 
2,294 
2,331 
2,177 
2,336 
2.512 
2.484 
2.422 
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BLS-ll 


1.      Labor    Force 

Statistics. 


2.   Prices  &  Cost 
of  Living. . . 


BUREAU  OF  LABOR  STATISTICS 
SALARIES  AND  EXPENSES 


JUSTIFICATION 


(S  in 

Thousands) 

1996 

1997 

Difference 

Appropriation 

Estimate 

1996/1997 

FTE      Amount 

FTE       Amount 

FTE 

Amount 

397   $148,433 

405   $159,806 

8 

$11,373 

1,005    97,712       1,005    101,825 


3.  Compensation  & 

Working 
Conditions. .  .  . 

4.  Productivity  & 

Technology. . .  . 

5.  Employment 

Projections.  .  . 

6.  Executive 

Direction  i 

Staff 

Services 

7 .  Consumer  Price 
Index  Revision. . 

Total  Budget 

Authority 


532  53,444 

69  6,974 

43  4,451 

202  21,896 

89  11,549 


544  59,921 

69  7,263 

43  4,640 

213  22,831 

152  16,145 


4,113 


2,337   $344,459       2,431   $372,431 


63      4,596 


+94    $27,972 
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GENERAL  STATEMENT 


The  Bureau  of  Labor  Statistics  (BLS) ,  the  principal  fact-finding 
agency  in  the  Federal  Government  in  the  broad  field  of  labor 
economics,  has  a  dual  mission  to: 

-  Provide  general  purpose  statistics  that  support  the 
formulation  of  economic  and  social  policy,  decisions  in  the 
business  and  labor  communities,  legislative  and  other  programs 
affecting  labor,  and  research  on  labor  market  issues;  and 

-  Serve  the  program  needs  of  the  Department  of  Labor  and  other 
Federal  agencies,  which  use  the  BLS ' s  data  and  research 
findings  to  administer  and  evaluate  on-going  programs,  develop 
legislative  proposals,  and  analyze  economic  and  social 
problems . 

To  satisfy  these  objectives  the  BLS  collects,  processes, 
analyzes,  and  disseminates  data  on  employment  and  unemployment; 
prices  and  inflation  at  various  levels  of  the  economy;  consumer 
expenditures;  wages  and  employee  benefits;  occupational  injuries  and 
illnesses;  productivity  and  technological  change  in  U.S.  industries; 
and  projections  of  the  labor  force  and  employment  by  industry  and 
occupation.   The  principal  criteria  used  in  the  development  of  these 
data  and  related  analyses  are  their  relevance  to  current  social  and 
economic  issues;  timeliness  in  reflecting  changing  economic 
conditions;  quality;  impartiality;  and  legislative  requirements. 

Most  of  the  BLS's  data  come  from  surveys  conducted  by  the  BLS 
field  staff,  by  the  Bureau  of  the  Census  on  a  contractual  basis,  or 
jointly  with  cooperating  agencies  of  State  governments.   Within  the 
limits  of  the  BLS  resources,  this  statistical  output  is  regularly  and 
thoroughly  reviewed  to  assure  its  accuracy,  and  new  series  are 
developed  to  respond  to  new  or  changing  needs . 

The  BLS  is  responsible  for  the  production  of  some  of  the 
Nation's  most  sensitive  and  important  economic  series.   Its  major 
indicators  are  not  only  a  key  source  of  data  used  by  the 
Administration  and  Congress  in  monitoring  the  state  of  the  economy 
and  implementing  Federal  legislation,  but  they  are  also  used  by 
industry  and  labor  in  their  economic  planning  and  collective 
bargaining  activities  as  well  as  by  both  public  and  private 
institutions  in  a  variety  of  other  planning  and  analytic  activities. 
The  BLS  series  also  play  a  large  and  important  role  in  the 
development  of  other  Federal  statistics,  such  as  the  Personal  Income 
and  the  Gross  Domestic  Product  (GDP)  estimates  produced  by  the 
Department  cf  Commerce,  and  the  industrial  production  series, 
produced  by  the  Federal  Reserve  Board. 

For  many  years,  the  Federal  Government  has  relied  extensively  on 
several  BLS  series  in  the  administration  of  Federal  programs;  these 
include  the  Consumer  Price  Index  (CPU,  the  Producer  Price  Index 
(PPI),  the  Employment  Cost  Index  (ECI) ,  and  Local  Area  Unemployment 
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Statistics  (LAUS) .   The  BLS  data  series  are  used  as  escalators  of 
various  Federal  transfer  payments.  Federal  defense  and  other  contract 
costs,  in  setting  wages  and  salaries  of  Federal  workers,  and  as 
trigger  mechanisms  for  the  allocation  of  Federal  funds  provided  by 
various  assistance  programs.   Changes  in  the  BLS  data  have  direct 
effects  on  overall  Federal  budget  expenditures,  including  Federal 
allocations  to  State  and  local  jurisdictions,  as  well  as  on  unit 
labor  costs  throughout  the  entire  economy.   Because  of  these 
important  uses  of  the  BLS  data,  their  quality  must  be  maintained  at 
the  highest  possible  levels  as  very  small  errors  could  cause  large 
misallocations  of  resources  in  both  the  public  and  private  sectors. 

The  funding  levels  available  in  1996  are  below  those  originally 
requested.   The  BLS  has  endeavored  to  protect  its  base  programs, 
while  continuing  to  seek  out  efficiencies  and  process  re-engineering 
opportunities  that  may  allow  for  the  reduction  of  costs  and  staffing 
levels.   One  key  reengineering  initiative  is  the  combination  of  the 
Occupational  Compensation  Survey,  the  Employment  Cost  Index,  and  the 
Employee  Benefits  Survey  into  a  new  program  referred  to  as  COMP2000, 
which  eliminates  the  duplication  of  data  collection  among  these 
compensation  and  working  conditions  programs.   BLS  spending 
reductions  have  had  some  significant  programmatic  impacts:  a  smaller 
sample  size  for  the  household  employment  survey  due  to  eliminating 
State  level  estimates  of  employment  and  unemployment  from  the  survey; 
the  elimination  of  the  Foreign  Direct  Investment  program;  the 
truncation  of  price  indexes  for  import  and  export  goods;  the 
elimination  of  BLS  data  on  collective  bargaining;  the  reduction  of 
BLS  spending  on  State  level  occupational  safety  and  health 
statistics;  the  elimination  of  statistics  on  Federal  productivity; 
and  postponement  of  certain  data  improvement  initiatives. 

The  BLS  is  continuing  its  work  on  the  multi-year  periodic 
revision  of  the  Consumer  Price  Index  (CPI).   The  CPI  has  important 
consequences  for  both  public  and  private  decision  making.   The  public 
and  private  sectors  use  the  CPI  extensively  for  economic  analysis, 
policy  formulation,  and  contract  escalation.   The  CPI  also  has  a 
significant  impact  on  the  finances  of  the  Nation,  as  legislation 
stipulates  the  use  of  the  index  to  adjust  personal  income  tax 
brackets;  payments  to  social  security  recipients  and  federal  and 
military  retirees;  and  for  a  variety  of  other  programs  such  as  food 
stamps  and  school  lunches.   It  has  been  estimated  that  each  one 
percent  change  in  the  CPI  results  in  a  net  change  of  more  than 
$6.5  billion  in  Federal  spending  minus  Federal  revenues. 

The  BLS  requests  funds  to  conduct  major  revisions  of  the  CPI 
approximately  every  10  years.   These  revisions,  scheduled  after  each 
decennial  census,  allow  the  BLS  to  incorporate  changes  in  the 
distribution  of  population  into  the  CPI  samples  of  areas  and  housing 
units,  in  addition  to  updating  the  CPI  "market  basket"  of  goods  and 
services  to  reflect  changes  in  consumers'  buying  habits.   Revisions 
also  provide  an  opportunity  for  the  BLS  to  incorporate  improvements 
in  technology  and  index  methodology,  and  to  redesign  survey 
questionnaires  and  computer  systems  to  make  the  index  more  accurate, 
reliable,  and  timely.   Revisions  of  the  CPI  are  multi-year  efforts, 
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and  this  revision  is  being  conducted  over  a  six  year  period,  ending 
in  the  year  2000. 

In  1997,  the  BLS  request  includes  two  major  program  increases: 
the  continuation  of  the  periodic  mult i -year  revision  to  the  Consumer 
Price  Index;  and  the  continuation  of  the  BLS  portion  of  a  government- 
wide  revision  to  the  Standard  Industrial  Classification  (SIC)  system. 

In  order  to  carry  out  the  work  on  the  CPI  revision  scheduled  for 
1997,  the  BLS  is  requesting  a  program  increase  of  $4,596,000  and  63 
FTE. 

The  BLS  also  is  requesting  funds  in  1997  to  support  the  BI.S 
component  of  a  government -wide  effort  to  revise  the  industrial 
classification  system  of  the  Federal  Government.   The  Standard 
Industrial  Classification  (SIC)  system  is  the  standard  underlying  all 
of  the  United  States  economic  statistics  classified  by  industry.   The 
revised  system  would  be  known  as  the  North  American  Industrial 
Classification  System  (NAICS)  and  would  establish  common  industry 
classifications  for  the  United  States,  Canada,  and  Mexico,  thereby 
facilitating  economic  analysis  that  covers  the  whole  of  North 
America.   In  addition,  the  revised  system  would  reflect  the 
technological  changes  that  have  occurred  in  the  past  twenty  years 
that  were  not  captured  well  by  less  comprehensive,  prior  SIC 
revisions. 

Partial  restoration  of  reductions  taken  in  1996  are  also 
included  in  the  1997  request.   These  include  reinstating  most  of  the 
BLS  spending  on  State  level  occupational  safety  and  health 
statistics,  and  the  Occupational  Employment  Statistics  program. 
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LABOR  FORCE  STATISTICS 

(S  in  thousands) 

1996                 1997  Difference 

Appropriation           Estimate  1996/1997 

EXE Amount      FJEE Amount      £I£ Amount 

397      $148,433      405      $159,806  8        $11,373 


Introduction 

The  Labor  Force  Statistics  program  is  responsible  for  the 
analysis  and  publication  of  data  on  the  labor  force,  employment  and 
unemployment,  and  on  persons  not  in  the  labor  force;  and  the 
preparation  of  studies  that  cover  a  broad  range  of  topics,  including 
annual  analyses  of  labor  market  developments,  occupational  analyses, 
characteristics  of  special  worker  groups,  and  displaced  workers.   The 
BLS  also  collects,  analyzes,  and  publishes  detailed  industry  data  on 
employment,  wages,  hours,  and  earnings  of  workers  on  payrolls  of  non- 
farm  business  establishments,  and  publishes  monthly  estimates  of 
State  and  local  area  unemployment.   In  addition,  the  BLS  provides 
current  data  on  occupational  employment  of  most  industries  for 
economic  analysis,  vocational  guidance,  and  education  planning. 

Programs  of  the  Office  of  Employment  and  Unemployment  Statistics 
are  authorized  by  an  act  of  July  7,  1930,  which  provides  that  the 
Bureau  of  Labor  Statistics  prepare  "full  and  complete  statistics  of 
the  volume  of  and  changes  in  employment..."  (29  U.S.C.  2).   Programs 
of  this  office  also  help  fulfill  many  requirements  of  the  Job 
Training  Partnership  Act  of  1982,  including  requirements  that  the 
Secretary  of  Labor  "maintain  a  comprehensive  system  of  labor  market 
information..."  and  "develop  current  employment  data  by  occupation 
and  industry. . . " 

Curksht  Population  Survey  (CPS) 

The  Current  Population  Survey  (CPS) ,  a  monthly  household  survey 
that  the  Bureau  'of  the  Census  conducts  for  the  BLS,  provides  a 
comprehensive  body  of  information  on  the  employment  and  unemployment 
experience  of  the  Nation's  population,  classified  by  age,  sex,  race, 
Hispanic  ethnicity,  and  a  variety  of  other  characteristics.   The 
interviews,  conducted  in  person  and  by  telephone  from  a  sample  of 
50,000  households,  cover  the  civilian  noninstitutional  population 
16  years  and  older.   Data  relate  to  the  calendar  week  that  includes 
the  12th  day  of  the  month. 

Data  available  from  this  program  include: 

o  Employment  status  of  the  working-age  population  by  age,  sex, 
race,  Hispanic  origin,  marital  status,  family  relationship, 
educational  attainment,  Vietnam-era  veteran  status,  and 
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residence  in  metropolitan/nonmetropolitan  areas,  urban  or 
rural,  and  poverty /nonpoverty  areas. 

o  Employed  persons  by  occupation,  industry,  class  of  worker, 
hours  of  work,  full-  and  part-time  status,  and  reasons  for 
working  part  time  (economic  and  voluntary) . 

o  Unemployed  persons  by  occupation,  industry,  and  class  of  worker 
of  last  job;  duration  of  unemployment;  reasons  for 
unemployment;  whether  seeking  full-time  or  part-time  work;  and 
methods  used  to  find  employment. 

o  Characteristics  and  job  seeking  intentions  of  persons  not  in 
the  labor  force,  including  information  on  discouraged  workers 
and  others  with  significant  labor  market  interest. 

o  Special  topics  on  particular  sub-groups  of  the  population,  such 
as  women  maintaining  families,  working  women  with  children, 
displaced  workers,  and  disabled  veterans.   Also,  data  on  work 
experience,  occupational  mobility,  job  tenure,  work  schedules, 
and  status  of  school  graduates  and  dropouts. 

o  Information  on  annual,  weekly,  and  hourly  earnings  by  detailed 
demographic  group  and  full-time  and  part-time  employment 
status,  including  data  on  the  earnings  of  individual  workers  in 
relation  to  the  earnings  and  employment  status  of  other  members 
of  the  family. 

Labor  force  statistics  from  the  CPS  are  among  the  earliest 
economic  indicators  available  each  month  and  represent  the  Nation's 
most  comprehensive  measures  of  national  employment  and  unemployment. 
The  CPS  is  the  primary  source  of  data  on  the  employment  status  and 
characteristics  of  the  labor  force,  emerging  trends  and  changes.   The 
BLS  uses  the  data  as  the  basis  for  estimating  employment  and 
unemployment  for  States  and  local  areas.   These  data  serve  as  an  aid 
in  developing  a  more  adequate  database  for  labor  force  planning  and 
in  determining  the  factors  affecting  changes  in  the  labor  force 
participation  of  different  population  groups,  and  in  the  evaluation 
of  earnings  trends  for  specific  demographic  groups. 

Labor  Market  Information  Cooperative  Statistical  Program 

As  noted  within  their  respective  descriptions  below,  the  Current 
Employment  Statistics,  Covered  Employment  and  Wages,  Occupational 
Employment  Statistics,  and  Local  Area  Unemployment  Statistics 
programs  are  operated  in  cooperation  with  the  States  and  territories. 
These  programs  comprise  the  BLS  Labor  Market  Information  (LMI) 
Cooperative  Statistical  Program.   The  BLS  uses  the  cooperative 
agreement  as  the  financial  mechanism  to  fund  the  States  for  these 
programs.   Members  of  the  BLS  regional  staff,  under  the  direction  of 
the  Office  of  Field  Operations,  negotiate  and  monitor  LMI  cooperative 
agreements. 
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Current  Employment  Statistics  (CSS) 

The  Current  Employment  Statistics  (CES)  program  is  a  monthly 
survey  of  390,000  business  establishments  nationwide,  conducted 
jointly  by  the  BLS  and  State  Employment  Security  Agencies  (SESAs) . 
It  collects  information  on  employment,  workers"  hours,  and  earnings 
from  the  payroll  records  of  employers.   The  BLS  produces  national 
level  data,  while  the  SESAs  generate  figures  for  States  and  major 
metropolitan  areas.   National  data  available  from  the  CES  program 
include  non-farm  employment  for  over  600  detailed  industry 
classifications;  women  worker  employment;  production  worker  average 
weekly  hours  and  average  hourly  and  weekly  earnings;  manufacturing 
worker  overtime  hours;  indexes  of  aggregate  hours  and  payroll;  and 
diffusion  indexes  of  employment  change  for  the  Nation.   The  program 
also  provides  annual  averages  in  greater  detail  for  most  data  items 
and  similar  data  for  all  States  and  most  major  metropolitan 
statistical  areas  (MSAs) ,  but  with  less  industry  detail. 

For  the  last  several  years,  the  BLS  has  undertaken  a  major 
effort  to  improve  the  quality  of  the  preliminary  monthly  CES 
estimates  by  implementing  modern  collection  technology  in  all  States 
to  reduce  the  frequency  and  extent  of  revisions  in  the  survey's 
preliminary  monthly  estimates  of  employment  and  earnings.   The  BLS 
also  is  redesigning  current  sampling  methods  to  improve  the  accuracy 
and  reliability  of  these  data. 

The  payroll  statistics  from  the  CES  are  among  the  earliest 
economic  indicators  available  each  month  and  are  used  to  gauge  the 
health  of  the  U.S.  economy  in  terms  of  job  creation,  average 
earnings,  and  average  workweek.   In  addition,  these  data  are  used  as 
direct  inputs  into  other  major  U.S.  economic  indicators  including  the 
Index  of  Leading  Economic  Indicators,  the  Index  of  Coincident 
Economic  Indicators,  personal  income  estimates  for  the  national 
income  accounts,  the  Industrial  Production  Index,  and  productivity 
measures.   In  addition  to  their  critical  use  as  economic  indicators, 
the  private  sector  uses  these  data  in  plant  location  planning,  wage 
negotiations,  adjusting  labor  costs  in  long-term  purchase  contracts, 
economic  research  and  planning,  regional  analysis,  and  industry 
studies. 

Covered  Employment  and  Waobs  (ES-202) 

This  program  provides  data  on  monthly  employment,  total 
quarterly  wages,  taxable  wages,  employer  contributions  and  number  of 
establishments,  by  four  digit  SIC  industry  at  the  county  and  State 
levels  for  workers  covered  by  State  Unemployment  Insurance  laws  and 
by  the  Unemployment  Compensation  for  Federal  Employees  program. 

These  data,  provided  in  the  quarterly  ES-202  report  by  State 
Employment  Security  Agencies  in  cooperation  with  the  BLS,  come 
largely  from  the  administrative  records  of  the  Unemployment 
Insurance  (UI)  system  in  each  State.   Approximately  seven  million 
establishments  subject  to  UI  laws  provide  these  data  to  the  States. 
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The  program  includes  all  employees  covered  by  UI .   Workers  excluded 
from  the  UI  laws  are  railroad  employees,  members  of  the  Armed  Forces, 
self-employed  persons,  unpaid  family  workers,  and  some  agricultural 
and  private  household  employees. 

The  BLS  uses  these  data  to  construct  an  up-to-date  "universe" 
file  of  the  establishments  reporting  under  the  State  UI  system.   This 
file,  from  which  the  BLS  selects  samples  for  its  establishment-based 
surveys,  includes  the  names  of  approximately  seven  million 
establishments  along  with  their  addresses  and  other  characteristics. 
The  BLS  is  also  responsible  for  maintaining  the  accuracy  of  each 
establishment's  SIC  code,  which  directly  affects  the  quality  of  the 
BLS  survey  samples. 

In  addition,  the  BLS  uses  data  from  this  program  as  the 
employment  benchmark  by  industry  and  size  of  establishment  in  the  CES 
program.   These  data  provide  a  database  for  estimating  a  large  part 
of  Gross  Domestic  Product  and  national  personal  income,  and 
statistical  bases  for  State  unemployment  insurance  actuarial  systems, 
tax  rates,  and  benefit  levels  as  well  as  State  and  local  labor  force 
information,  industry  trends,  forecasting,  and  planning.   Economic 
research,  regional  analysis,  marketing  studies  by  private  industry, 
industry  analysis,  and  plant  location  studies  are  other  uses  of  the 
data  from  this  program. 

Occupational  Employment  Statistics  (OES) 

This  annual  survey  of  about  250,000  employer  units,  conducted  by 
State  Employment  Security  Agencies  in  cooperation  with  the  BLS, 
provides  employment  and  wage  data  by  detailed  occupation  within 
detailed  non-farm  industries  for  about  750  occupations  and 
400  industries.   OES  also  provides  national  data  for  non-farm 
industries  and  data  for  States,  metropolitan  areas,  and  a  balance 
within  State  areas  for  all  States,  the  District  of  Columbia,  Puerto 
Bico,  Virgin  Islands,  American  Samoa,  and  Guam.   The  program  conducts 
interviews  through  mail  surveys.   Uses  of  the  data  include: 
evaluation  of  current  and  historical  employment  by  industry  and 
occupation;  occupational  projections  for  the  Nation  and  States; 
development  of  information  on  utilization  of  scientists,  engineers, 
and  technicians;  vocational  planning;  industry  skill  and  technology 
studies;  market  analysis;  and  Alien  Labor  Certification  prevailing 
wage  rates. 

Local  Area  Unemployment  Statistics  (LAUS) 

This  program  is  responsible  for  developing  labor  force, 
employment,  and  unemployment  data  for  more  than  6,100  areas, 
including  all  States,  the  District  of  Columbia,  Puerto  Rico, 
329  metropolitan  areas,  2,049  small  labor  market  areas, 
3,216  counties  and  county  equivalents,  and  1,774  cities.   State 
Employment  Security  Agencies  prepare  monthly  estimates  according  to 
certain  methodology  developed  by  the  BLS. 
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Monthly  estimates  are  generated  from  regression  equations  that 
combine  data  from  the  CPS,  CES,  and  UI  records  on  persons  filing* 
claims.   At  the  State  level,  the  BLS  produces  seasonally  adjusted 
monthly  estimates  of  the  labor  force.   Data  for  all  States  are 
available  from  1978  to  date.   For  substate  areas,  the  BLS  develops 
monthly  estimates  through  standardized  procedures,  which  utilize  data 
from  several  sources  including  the  CPS,  the  CES,  and  the  UI  system. 
Data  for  substate  areas  are  available  from  1990  forward. 

These  statistics  provide  important  information  on  current  labor 
force  and  unemployment  trends  for  States  and  local  areas,  serve  as 
economic  indicators,  enable  demographic  analysis  of  State  and  area 
labor  force  characteristics,  and  are  a  major  source  of  information 
for  labor  market  research,  analysis,  and  planning.   An  important  use 
of  these  data  is  to  allocate  Federal  funds  to  State  and  local 
jurisdictions  under  such  Federal  assistance  programs  as  the  Job 
Training  Partnership  Act  (for  disadvantaged  adults  and  dislocated 
workers),  among  others. 

Foreign  Direct  Ihvestkejt  (FDD 

The  BLS  developed  the  Foreign  Direct  Investment  program,  which 
was  first  funded  in  1991,  at  the  request  of  the  Congress  to  analyze 
the  scope  and  effects  of  foreign  direct  investment  in  the  United 
States.   The  program  involves  matching  the  BLS  establishment-based 
data  from  the  Covered  Employment  and  Wages  program  with  foreign 
enterprise  statistics  collected  by  the  Bureau  of  Economic  Analysis 
(BEA) .   The  resulting  data  provide  information  on  foreign-owned  U.S. 
establishments  by  detailed  industry  and  geographic  area.   These  data 
are  supplemented  by  occupational  employment  data  from  the 
Occupational  Employment  Statistics  Survey.   The  BLS  can  utilize  these 
data  on  total  employment,  occupational  employment,  and  compensation 
for  analyses  of  the  nature  and  effects  of  foreign  direct  investment 
in  the  Nation,  by  industry,  and  geographic  area. 

National  Longitudinal  Survey  (NLS) 

The  National  Longitudinal  Surveys  (NLS)  are  a  set  of  data  on  the 
labor  force  experience  (current  labor  force  status  and  employment 
status,  work  history,  and  characteristics  of  current/last  job)  of  six 
groups  of  the  United  States  population.   Each  of  these  surveys  gather 
information  on  the  labor  market  experiences  of  these  groups  of 
American  men  and  women  at  multiple  points  in  time. 

Cross-sectional  data,  such  as  those  from  the  Current  Population 
Survey,  primarily  provide  snapshots  of  the  labor  market  and  can  track 
gross  changes  over  time.   The  NLS  focuses  on  capturing  long-run 
changes  in  individual  labor  force  behavior  by  interviewing  the  same 
individuals  over. extended  time  periods.   NLS  data  are  used  by 
economists,  sociologists,  other  researchers  in  government,  the 
academic  research  community,  private  organizations,  and  indirectly 
used  by  policy  makers  at  all  levels  of  government  to  examine  a 
variety  of  issues  such  as: 


BLS- 19 


1078 


LS-20 


-  Employment  and  earnings  of  workers  in  the  labor  market; 

-  Educational  experience,  achievement,  and  the  transition  from 
school  to  work; 

-  The  effects  of  training  on  future  employment  and  wages; 

-  The  ability  to  advance  out  of  low-wage  jobs; 

-  Relationships  between  work  and  various  indicators  of  family 
well-being; 

-  The  long-term  effects  of  unemployment;  and 

-  The  retirement  behavior  of  older  workers  and  the  problems  of 
the  elderly. 

The  NLS  began  in  the  mid  1960s  with  the  drawing  of  four  samples: 
young  men  who  were  14-24  years  old  in  1966,  young  women  who  were 
14-24  years  old  in  1968  older  men  who  were  45-59  years  old  in  1966, 
and  mature  women  who  were  30-44  years  old  in  1967.   Each  sample 
originally  had  about  5,000  individuals  with  an  over-representation  of 
blacks.   In  the  early  1980s,  the  Young  Men  and  Older  Men  surveys  were 
discontinued.   The  two  women's  surveys  were  combined  into  one  survey 
in  1995.   They  are  collected  on  a  biennial  cycle. 

In  1979,  another  cohort  began  with  a  sample  of  over  12,000  young 
men  and  women  who  were  14-21  years  of  age  in  1979.   It  included 
oversamples  of  blacks,  Hispanics,  economically  disadvantaged 
nonblacks/non-Hispanics,  and  youth  in  the  military.   The  military 
oversample  was  discontinued  after  the  1984  survey  and  the 
economically  disadvantaged  nonblack/non-Hispanic  oversample  was 
discontinued  after  1990.   This  survey  is  called  the  Youth79  and  has 
been  conducted  every  year  through  1994.   Beginning  in  1994,  the 
survey  began  operating  on  a  biennial  cycle. 

The  BLS  will  conduct  a  new  annual  survey  consisting  of 
12,000  individuals  aged  12-17.   This  survey  will  be  called  Youth97 
and  will  include  oversamples  of  blacks  and  Hispanics.   The  young  age 
of  this  sample  (when  compared  with  past  NLS  cohorts)  reflects  the 
increase  in  emphasis  on  early  labor  market  activity  and  other  aspects 
of  youths'  lives  which  impact  on  their  labor  market  successes  and 
their  general  success  in  becoming  productive  adults.   The  long  term 
objectives  of  the  study  are  to  relate  early  year  development  and 
influences  on  later  life  outcomes. 
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Resources  for  Labor  Force  Statistics  during  the  last  five  years 
have  been  as  follows: 

FUNDING  EXE 

($  in  thousands) 

1992 $132,218  409 

1993 $133,841  417 

1994 $147,480  416 

1995 $156,147  424 

1996 $148,43  3  397 


1997  Budget  Request 

The  Laoor  Force  Statistics  programs  will  continue  the  production 
and  publication  for  all  major  programs  and  undertake  the  following 
activities  in  addition: 

CPS  -  Th?  ELS  will  conduct  the  following  additional  survey;:  i 
one  year  study  of  those  CPS  participants  who  change  residences  while 
in  the  CPS  sample  (movers);  a  survey  collecting  information  on 
Contingent  and  Alternative  work  schedules;  and  a  survey  on  Work 
Schedules  and  Home-Based  Work. 

CES  -  The  BLS  will  continue  with  redesign  efforts  to  shift  the 
survey  from  a  quota  sample  to  a  probability  sample.   The  program  will 
also  continue  current  efforts  to  improve  data  quality  while  saving 
mail,  handling  and  keypunching  costs  by  converting  to  Touch-tone  Data 
Entry.  Voice  Recognition,  and  Electronic  Data  Interchange. 

ES-202  -  The  number  of  establishment  records  maintained 
increases  each  year  due  to  new  business  births.   The  program  will 
continue  work  on  the  National  Wage  Record  Database  by  completing  the 
Data  Quality  Initiative  and  the  distributed  database. 

The  BLS  plans  to  begin  the  first  year  of  a  multi-year  effort  to 
revise  the  Standard  Industrial  Classification  System,  which  is  the 
standard  underlying  all  Federal  statistical  programs.   This  revision 
is  part  of  a  government  wide  improvement  initiative  and  will  produce 
a  new  system  called  the  North  American  Industry  Classification  System 
(NAICS) .   The  new  system  will  provide  common  industry  definitions  for 
Canada,  Mexico,  and  the  United  States  and  will  facilitate  economic 
analyses  that  cover  the  combined  economies  of  the  three  North 
American  countries.   The  BLS  will  begin  planning  activities  necessary 
for  the  SIC  revision  by  developing  new  questionnaires  to  collect 
data,  developing  software  to  handle  the  new  industry  classification 
system,  and  constructing  new  training  materials. 

OES  -  The  1997 'survey  will  contain  information  from  about 
195,000  establishments  at  the  3-digit  SIC  level.   In  previous  years, 
the  program  collected  and  published  data  from  specific  industries  on 
a  three  year  cycle.   In  1997,  all  non-farm  industries  will  be 
surveyed  annually. 
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NLS  -  In  1997,  the  NLS  will  conduct  a  new  survey  called  Youth97. 
This  survey  will  provide  information  on  life  experiences  about 
today's  youth. 


Workload /Output 
Measures 


1995 
Actual 


1996 
Estimate 


1997 
Proposal 


Current  Population  Survey: 

National  labor  force 
estimates  (monthly, 
quarterly,  annual  or 
irregularly  published) . . 


32,500 


32,500 


32,500 


Current  Employment  Statistics: 
Employment,  hours,  and 
earnings  (Published  and 
unpublished)  series  maintained 
for  National,  State  and  local 
areas  (monthly  and  annual) .... 


42,459 


ES-202: 

Insured  employment 
and  wages  for  states  and 
counties  at  1-,  2-,  3-, 
and  4-digit  SIC  industries 
(quarterly) 


1,000,201   1,000,201   1,000,201 


Establishment  records  (current 
and  longitudinal)  maintained 
by  the  Universe  Data  Base 
System 


7,300,000   7,300,000   7,400,000 


Occupational  Employment  Statistics:  1/ 

National  annual  average 

series  published: 
Manufacturing  (144  3-digit 

SIC's) 

Nonmanuf acturing 

(128  3-digit  SIC's) 

Trade,  utilities,  transportation, 

government  (102  3-digit 

SIC's) 


23,940 
0 


0 
19,700 

0 


23,940 
19,700 

15,700 


Foreign  Direct  Investment: 

Employment  and  wages  in 
foreign-owned  establishments 
for  countries,  States,  and 
counties  at  1-,  2-,  3-,  and 
4-digit  SIC  industries 
(press  release) 
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Workload/Output  1995 

Measures  ACLUftl 

Local  Area  unemployment  Statistics: 
Employment  and  unemployment 
estimates  for  States  and  local 
areas  (monthly  and  annual)....       85,528 

Other  Output 

Technical  memoranda  prepared. ...  140 

Data  development  and 

evaluation  projects 140 

Articles,  reports,  papers  and 

bulletins  on  labor  force 

developments 90 


1996 
Estimate 


86,300 


141 

141 

90 


1997 
Proposal 


87,100 

141 

141 

90 


State  cooperative  agreements 

Negotiated  and  monitored  for 
Labor  Manaqemer.-.  Ir.f ormst ior 
programs 


National  Longitudinal  Survey 
Interviews  conducted 


55 


55 


55 


5,739         8,850      17,500 
1/  The  OES  survey  will  be  redesigned  in  1997  to  a  yearly  survey. 


1996 

The  Labor  Force  Statistics  programs  will  continue  the  production 
and  publication  for  all  major  programs  and  undertake  the  following 
activities  in  addition: 

CPS  -  The  program  will  begin  planning  the  one  year  study  that 
will  follow  CPS  participants  who  change  residences  while  in  the  CPS 
sample  (Movers) ,  conduct  surveys  on  Dislocated  Workers,  Occupational 
Mobility,  and  Job  Tenure;  and  discontinue  publishing  data  for  the 
eleven  'Direct  Use  States*  from  the  CPS.   Data  for  the  'Direct  Use 
States"  will  now  be  obtained  through  (regression  analysis)  the  LAUS 
program. 

CIS  -  The  BLS  will  continue  with  redesign  efforts  to  shift  the 
survey  from  a  quota  sample  to  a  probability  sample.   The  program  will 
also  proceed  with  current  efforts  to  improve  data  quality  while 
saving  mail,  handling,  and  keypunching  costs  by  converting  to  Touch- 
tone  Data  Entry,  Voice  Recognition,  and  Electronic  Data  Interchange. 

BS-202  -  The  number  of  establishment  records  maintained  increases 
each  year  due  to  new  business  births.   The  BLS  will  end  the 
initiative  to  include  enterprise  statistics  to  the  Business 
Establishment  List.  Also  in  1996,  the  ES-202  will  conduct  a  Data 
Quality  Initiative  to  work  with  States  to  develop  standard  edits  for 
data  elements  such  as  employee  Social  Security  Numbers  and  begin 
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developing  a  distributed  database  for  program  evaluators  and 
regulatory  and  enforcement  agencies. 

OES  -  The  1996  survey  is  being  postponed  until  early  1997  as  BLS 
revises  the  OES  to  produce  data  on  all  non-farm  industries  annually. 

LADS  -  The  program  will  monitor  carefully  the  impact  of  two 
important  streamlining  initiatives  that  will  significantly  reduce 
costs.   These  initiatives  include  collapsing  much  of  the  LAUS 
Handbook  estimating  procedure  and  converting  CPS  direct -use  states 
and  areas  to  model  based  estimation. 

PDI  -  Budget  reductions  in  1996  compelled  the  termination  of 
this  program. 

NLS  -   The  BLS  will  continue  with  data  collection  and 
publication  for  the  NLS79  cohort  as  well  as  complete  questionnaire 
development,  finalize  computer  and  database  requirements  and  begin 
the  pretest  for  the  Youth97  survey. 


1995 

The  Labor  Force  Statistics  programs  continued  the  production  and 
publication  for  all  major  programs  and  undertook  the  following 
activities  in  addition: 

CPS  -  The  BLS  completed  the  redesign  of  the  Current  Population 
Survey,  which  began  in  1990.  This  included  research  on  the  effects 
of  the  new  questionnaire  and  computer-assisted  interviewing  on 
important  labor  force  measures,  and  efforts  to  develop  longitudinal 
uses  of  CPS  data.  The  program  completed  the  CPS  sample  redesign  to 
incorporate  the  most  recent  decennial  census  and  geographic  data. 

CES  -  The  BLS  was  involved  in  a  major  initiative  to  improve  the 
qua.ity  of  the  preliminary  CES  estimates  by  implementing  modern 
collection  technology  in  all  States  to  reduce  the  frequency  and 
extent  of  revisions  in  the  survey's  preliminary  monthly  estimate  of 
employment  and  earnings. 

BS-202  -  The  BLS  completed  development  and  implemented  a  system 
to  collect  Unemployment  Compensation  for  Federal  Employee  data 
centrally  from  Federal  agencies.   Large  employers  began  to  report 
data  on  magnetic  medium.  The  BLS  prepared  for  the  revision  of  the 
SIC. 

The  BLS  continued  efforts  to  improve  the  quality  of  data  in  the 
Business  Establishment  List  (BEL)  to  allow  for  longitudinal  analysis 
and  enhance  the  BEL  data  on  Federal  Employer  Identification  Numbers, 
business  predecessors  and  successors,  and  ownership  or  subsidiary 
relations  between  individual  reporting  locations  of  multi-unit 
companies.  An  accurate  BEL  is  extremely  important  because  it  is  the 
universe  from  which  most  BLS  survey  samples  are  drawn. 
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OBS  -  Work  continued  on  collection  of  data  for  industries  in  "the 
manufacturing  sector,  agricultural  services,  and  hospitals. 

LAOS  -  In  1995,  the  BLS  began  research  to  improve  substate 
employment  and  unemployment  estimation  and  implemented  a  redesigned 
national  processing  system.   The  BLS  made  further  improvements  to  the 
Personal  Computer-based  estimating  system  used  by  States. 

FDI  -  Work  continued  on  matching  1992  Bureau  of  Economic 
Analysis  (BEA)  data  on  foreign-owned  enterprises  with  1992  data  from 
the  Covered  Employment  and  Wages  (ES-202)  program.   Work  began  on 
matching  these  1992  data  with  data  from  the  OES  survey. 

NLS  -  Work  began  on  sample  and  questionnaire  design  for  the 
Youth97  survey.   Also,  the  program  merged  the  two  women's  surveys 
(young  women  and  mature  women)  into  one  survey. 


•,-iar.je; 


(S  in  thousands) 
Activity  Changes: 

Built-in: 

Annualization  of  1996  pay  raise $165,000 

Within  grades  and  merit  pay 384,000 

Cost  of  1997  Pay  Raise 587,000 

FERS  and  Employee  health  benefits 137,000 

Working  Capital  Fund 48,000 

Contractual  and  ADP  services 732  ,  000 

Census  Bureau 1,336,000 

State  programs 2,  521,  000 

Supplies 43  ,  000 

Communications 19,  000 

Printing 44  ,  000 

Space  Rent 55  ,  000 

Postage 50,  000 

Travel 17 ,  000 

1997  Restoration  of  1996  program 

reduct  ions S2  .  754  .  000 

Total  built-in $8,892,000 

Net  Program  $2,481,000 

FTE  +8 
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STANDARD  INDUSTRIAL  CLASSIFICATION  (NORTH  AMERICAN  INDUSTRY 
CLASSIFICATION  SYSTEM)  REVISION 


Proposal :   The  BLS  is  requesting  $2,481,000  and  8  FTE  in  1997  for 
revising  the  current  Standard  Industrial  Classification  (SIC)  system. 

Rationale:   The  revision  of  the  current  Standard  Industrial 
Classification  (SIC)  system  is  a  multi-year  effort  that  the 
government  plans  to  complete  over  a  four  year  period,  beginning  in 
1996  and  ending  in  1999.   The  SIC  system  is  the  classification 
standard  underlying  all  of  the  United  States  economic  statistics 
classified  by  industry.   Since  the  inception  of  the  SIC  system  in 
1939,  it  has  become  the  most  widely  recognized  industrial 
classification  system  in  this  country  and  is  --  by  direction  of  the 
OMB  --  the  official  industrial  classification  structure  required  for 
use  in  all  Federal  statistical  programs.   As  part  of  this  Government- 
wide  initiative,  OMB  has  appointed  an  Economic  Classification  Policy 
Committee  (ECPC)  to  handle  the  replacement  of  the  current  system, 
known  as  the  SIC  system,  with  a  new  industry  classification  system 
called  the  North  American  Industry  Classification  System  (NAICS) . 
The  proposed  new  system  would  provide  common  industry  definitions  for 
Canada,  Mexico,  and  the  United  States  to  facilitate  economic  analyses 
that  cover  the  combined  economies  of  the  three  North  American 
countries. 

Program  Effect:   The  proposed  new  system  would  provide  common 
industry  definitions  for  Canada,  Mexico,  and  the  United  States  to 
facilitate  economic  analyses  that  cover  the  combined  economies  of  the 
three  North  American  countries.   It  will  reflect  the  technological 
changes  that  have  occurred  in  the  economy  over  the  past  twenty  years, 
that  are  not  reflected  in  the  current  classifications.   This  will 
lead  to  better  and  more  comparable  Federal  statistics. 


Activity  Base: 

FTE:     231  Estimate:   $157,325.000 

Program  Increase: 

FTE:       £  Estimate:    +S2. 481.000 
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PRICES  AND  COST  OF  LIVING 

($  in  thousands) 

1996  1997  Difference 

Appropriation  Estimate  1996/1997 

EIE Amount.     EXE Amount      EIE Amount 

1,005     $97,712  1,005    $101,825  0         $4,113 


Introduction 

Through  its  Prices  and  Cost  of  Living  programs,  the  BLS  develops 
a  wide  variety  of  information  on  price  change  in  retail  and  primary 
markets  and  conducts  research  to  improve  the  measurement  process. 
The  programs  include  Consumer  Price  Indexes,  Producer  Price  Indexes, 
International  Price  Indexes,  Consumer  Expenditures  Surveys,  and  Index 
Number  Research.   In  addition  to  meeting  general  statutory 
responsibilities  assigned  to  the  BLS  (29  U.S.C.  1  and  2),  data 
produced  by  these  programs  form  the  basis. for  adjusting  or  setting 
payments,  benefits,  or  other  income  as  required  by  many  laws  and 
private  sector  contracts. 

Cohsomer  Pricks  and  Price  Indkxks 

This  program  provides  measures  of  price  change  for  two 
population  groups,  all  urban  consumers  (CPI-U)  and  urban  wage  earners 
and  clerical  workers  (CPI-W) ,  using  a  specified  market  basket 
representing  all  goods  and  services  purchased  for  everyday  living. 
The  CPI-U  covers  about  80  percent  of  the  total  civilian, 
noninstitutional  population,  and  the  CPI-W  covers  about  32  percent  of 
this  population.   Published  measures  include  various  monthly, 
bimonthly,  and  semi-annual  indexes;  annual  average  indexes;  and 
monthly  average  retail  prices. 

Every  month,  the  BLS  collects  prices  from  a  sample  of 
approximately  7,300  housing  units  and  from  a  sample  of 
22,500  retail/service  establishments  in  85  geographic  areas.  The 
program  prices  food,  rent,  utilities,  and  a  few  other  items  monthly 
•in  all  areas;  and  most  other  commodities  and  services  are  priced 
monthly  in  the  5  largest  areas  and  bimonthly  in  other  areas .   The  BLS 
does  most  pricing  by  personal  interview,  but  uses  mail  and  telephone 
for  some  items. 

Numerous  uses  of  the  data  include:  primary  measure  of  price 
change  at  consumer  level;  indicator  of  inflationary  trends  in 
economy;  ^measure  of  purchasing  power  of  consumer  dollar;  formulation 
and  evaluation  of  economic  policy;  adjustment  of  payments  under  many 
government  programs,  including  payments  to  Social  Security 
beneficiaries,  retired  military  and  Federal  civil  service  employees 
and  survivors,  and  other  recipients  of  transfer  payments;  adjustment 
of  rental/lease  agreements,  payments  from  trust  funds  and  wills, 
etc.;  deflation  of  earnings  to  provide  a  measure  of  real  earnings; 
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factor  in  collective  bargaining  and  wage  and  pension  adjustments;  and 
adjustments  to  the  income  tax  structure  --  tax  exemptions  and 
brackets  --  based  upon  the  change  in  the  CPI-U.  The  Economic 
Recovery  Tax  Act  of  1981  established  these  last  adjustments  to 
prevent  inflation-caused  tax  rate  increases.   The  adjustments  were 
reflected  initially  in  the  1985  tax  schedules. 

Approximately  every  ten  years,  the  BLS  revises  the  CPI  market 
basket  and  geographic  samples  to  ensure  that  the  CPI  continues  to 
reliably  reflect  current  conditions.   Because  each  one  percent  change 
in  the  CPI  directly  changes  Federal  spending  and  revenues  by  a  net 
change  of  more  than  $6.5  billion,  the  accuracy  of  the  CPI  is 
critical.   It  is  essential  to  revise  the  CPI  periodically  to  maintain 
its  accuracy.   A  separate  budget  activity  narrative  in  this 
submission  describes  this  revision  in  greater  detail. 

Producer  Prices  and  Price  Indexes 

The  Producer  Price  Index  (PPI)  program  measures  average  changes 
in  prices  received  by  domestic  producers  for  their  output.   It  is  an 
industry  based  survey  that  provides  monthly  price  indexes  for 
virtually  all  agriculture,  mining,  and  manufacturing  industries. 
Indexes  produced  monthly  include  net  output  industry  indexes  for 
approximately  500  industries,  product  indexes  for  approximately 
11,000  products,  stage-of -process  indexes  designed  to  facilitate 
analysis  of  the  transmission  of  price  change  through  the  economy,  and 
aggregated  indexes  by  major  product-type  and  industry  sector. 

Data  for  the  program  come  from  a  probability  sample  of 
establishments  and  products  collected  using  a  monthly  mail  survey  of 
approximately  28,500  sample  units  and  more  than  105,000  price 
quotations;  indexes  are  weighted  by  value  of  shipments'  data  based  on 
the  1992  economic  censuses.   All  producing  industries  are  within  the 
program's  conceptual  framework  --  agriculture,  forestry,  fisheries, 
mining,  manufacturing,  and  services.   However,  service  industry 
coverage  is  limited.   Indexes  from  the  PPI  program  are  used 
extensively  as:   a  major  indicator  of  inflationary  trends  in  the 
economy;  a  deflator  of  nominal  dollar  values  over  time;  an  escalator 
of  long-term  contracts;  a  market  research  tool;  an  inventory 
valuation  measure;  and  a  major  input  to  the  evaluation  and 
formulation  of  economic  policy. 

International  Price  Prooram 

The  International  Price  Program  (IPP)  measures  price  change  of 
commodities  in  U.S.  foreign  trade.   These  measures  include  three 
classification  structures:   End  Use,  Standard  International  Trade 
Classification,  and  the  Harmonized  System.   In  addition,  the  program 
publishes  a  limited  number  of  price  indexes  of  international 
services,  as  well  as  U.S.  imports  by  country  of  origin.   The  BLS  is 
in  the  process  of  converting  the  International  Price  Indexes  from  a 
quarterly  to  a  monthly  publication  cycle,  and  expects  this  process  to 
be  complete  in  1996. 
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The  IPP  is  a  product  based  survey.   Data  for  its  indexes  come 
from  a  probability  sample  of  establishments  and  products,  and  the 
number  of  prices  collected  each  month  will  increase  through  1996  as  a 
result  of  the  conversion  to  the  monthly  publication  cycle.   This  will 
result  in  approximately  5,200  exporters  and  6,800  importers  reporting 
approximately  28,000  prices  monthly.   Indexes  cover  100  percent  of 
the  value  of  both  imported  and  exported  commodities,  however, 
coverage  of  services  is  much  more  limited.   IPP  data  are  used:  as  a 
deflator  of  nominal  dollar  values  over  time;  for  the  assessment  of 
effects  of  import  and  export  price  changes  on  the  U.S.  economy;  for 
exchange  rate  analysis;  for  the  analysis  of  price  behavior  in 
international  markets,  including  assessing  U.S.  competitiveness;  as  a 
basis  for  calculating  changes  in  the  volume  of  net  exports;  and  for 
the  analysis  and  formulation  of  economic  policy. 

Consumer  Expenditure  Survey 

The  Consumer  Expenditure  Survey  program  provides  information  on 
consumers'  expenditures  and  income.   Detailed  data  from  this  program 
are  published  as  comprehensive,  annual  expenditure  estimates  for  a 
large  number  of  demographic  characteristics  such  as  income,  family 
size,  and  region.   Quarterly  estimates  of  expenditures  are  also 
published  for  more  aggregated,  major  expenditure  groups  than  found  in 
the  annual  estimate  --  food,  housing,  etc.  --  as  well  as  for  very 
limited  demographic  classes. 

The  program  is  composed  of  two  surveys,  an  interview  and  a 
diary.   The  Interview  Survey  is  a  quarterly  survey  designed  to 
collect  data  on  major  expenditures  that  respondents  can  recall  for 
three  months.   The  Diary  Survey  is  a  weekly  survey  that  obtains 
expenditure  data  on  small,  frequently  purchased  items.   The  Bureau  of 
the  Census  conducts  the  surveys  for  the  BLS  in  101  geographic  areas 
of  the  United  States.   Estimates  from  this  program  are  used  for: 
revising  the  weights  and  item  samples  of  the  Consumer  Price  Index; 
economic  policy  analysis  of  particular  segments  of  the  population; 
market  research;  and  economic  research  and  analysis. 

Index  Number  Research 

The  BLS  conducts  the  Index  Number  Research  to  strengthen  and 
improve  existing  price  measurement  concepts  and  techniques  as  well  as 
to  develop  new  price  measures.   In-depth  economic  and  statistical 
research,  such  as  analysis  of  consumer  behavior,  adjustment  of  price 
statistics  to  account  for  quality  change,  measurement  of  the  cost  of 
living,  and  resolution  of  difficult  econometric  problems  encountered 
with  price  data  are  essential  elements  in  this  program. 
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Resources  for  Prices  and  Cost  of  Living  during  the  last  five 
years  have  been  as  follows: 

FUNDING  .   EXE 
($  in  thousands) 

1992 $84,029  1,029 

1993 $89,345  1,062 

1994 $93,144  1,059 

1995  $94,490  1,032 

1996  $97,712  1,005 


1997  Budoet  Request 

All  Price  programs  will  continue  producing  indexes  and  reports, 
and  will  conduct  the  following  additional  activities: 

CPI  -  Activities  to  revise  the  Consumer  Price  Index  will  include 
work  on  resampling,  redesign  of  computer  systems,  improved  use  of 
computer  technology,  and  improvement  in  survey  techniques.   (For  a 
more  complete  description  of  CPI  Revision  activities,  see  the 
Consumer  Price  Index  Revision  narrative.) 

PPI  -  The  program  will  resample  or  augment  sample  for  about 
14  percent  of  the  industries  in  the  mining  and  manufacturing  sector. 
Coverage  of  the  service  sector  will  continue  to  expand  into  the  new 
areas  of  home  health  care  services,  legal  services  and  insurance. 

IPP  -  As  a  result  of  resource  limitations,  the  program  will  use 
samples  similar  to  1996  levels  to  complete  the  scheduled  annual 
resampling  of  50  percent  of  all  traded  products. 

CES  -  This  program  will  transfer  all  computer  processing  for  the 
CES  from  the  Census  Bureau  to  the  BLS. 

Research  -  Research  activities  will  focus  on  assessment  of 
measurement  problems  and  development  of  conceptual  improvements  for 
price  measurement . 

Workload/Output  1995        1996       1997 

Measures  Actual    Estimate   Proposal 

Consumer  Prices  and  Price 
Indexes 

Outlet  contacts  (monthly) 22,500     22,500     22,500 

Price  quotations 

collected/processed 

(monthly) 81,200     81,200     81,200 

Indexes  published  (monthly)...    8,274      8,274      8,274 
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1996 

1997 

Estimate 

ProDosal 

7,100 

7,100 

13,100 

13,100 

Workload/Output  1995 

Measures  Actual 

Outlet  initiations 

(annually) 7, 100 

Rent /Rental  equivalence 

price  quotations 

(monthly) 13  ,  ioo 

Producer  Prices  and  Price 
Indexes 

Sample  units  initiated 

(annually) 7,020      7,020      7,020 

Price  quotations  collected/ 

processed  (monthly) 100,000    105,000    105,000 

Commodity  indexes  published 

(monthly) 3,082       3,082       3,082 

Revised  mining  and  manufac- 
turing indexes  published 
(monthly)  1/ 9,652      9,652      9,652 

Service  industry  indexes 
published  (domestic  output 
of  services,  in  scope  for 
the  PPI)  percent  value  of 
trade 28.3%      34.4%      38% 

International  Prices  and  Price 
Indexes 

Sample  units  initiated 

(annually) 3,600      3,200      3,200 

Price  quotations  collected/ 

processed  (monthly) 28,000     26,000     26,000 

Export  price  indexes,  percent 
value  of  trade 

Products 100%       100%       100% 

Services 12%        12%        12% 

Import  price  indexes,  percent 
value  of  trade 

Products 100%       100%       100% 

Services 12%        12%        12% 
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Workload/Output  1995        1996      1997 

Measures  Actual    Estimate   Proposal  - 

Consumer  Expenditures  and  Income 

Weekly  Expenditure  Diaries 

Collected  From  Households 12,150     12,150     12,915  2.1 

Quarterly  Interviews, 

Number  of  Interviews 26,200     26,200     27,400  2.1 


1/  Includes  aggregate  indexes  in  addition  to  484  four-digit 

SIC  indexes. 
2.1      Increase  in  numbers  due  to  the  Primary  Sampling  Unit  (PSU) 

Redesign  that  necessitates  an  overlap  in  collection  between  the 

old  and  the  new  sample.  These  numbers  should  drop  back  down 

again  the  next  year. 


1996 

All  Price  programs  will  continue  producing  indexes  and  reports, 
and  will  conduct  the  following  additional  activities: 

CPI  -  Activities  to  revise  the  Consumer  Price  Index  will  include 
work  on  resampling,  redesign  of  computer  systems,  improved  use  of 
computer  technology,  and  improvement  in  survey  techniques.   (For  a 
more  complete  description  of  CPI  Revision  activities,  see  the 
Consumer  Price  Index  Revision  narrative.) 

A  solution  to  the  problem  inherent  in  the  CPI,  which  deals  with 
the  introduction  of  new  items  into  the  index  either  through  sample 
rotation  or  through  item  substitutions  was  announced  in  March  1996 
and  will  be  in  place  in  July  1996.   In  1996  resources  will  be 
committed  to  the  testing  and  evaluation  of  alternative  methods  of 
solution  and  to  the  selection  of  the  method  that  will  be  implemented 
later  this  year  in  order  to  meet  a  commitment  made  to  the 
Administration  and  Congress  that  the  problem  would  be  corrected  by 
January  1997. 

PPI  -  This  program  will  resample  or  augment  sample  for  about 
14  percent  of  the  industries  in  the  mining  and  manufacturing  sector. 
Coverage  of  the  service  sector  will  continue  to  expand  into  the  new 
areas  of  commercial  real  estate  and  real  estate  brokerage. 

IPP  -  There  will  be  a  reduction  in  the  number  of  export  and 
import  detailed  series  available  as  well  as  smaller  annual  samples 
due  to  funding  reductions. 

CES  -  This  program  will  complete  the  design  for  a  new  computer 
processing  system. 
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Research  -  Research  will  focus  on  and  improve  existing  price 
measurement  concepts  and  techniques,  as  well  as  to  develop  new  price 
measures . 


1995 

The  Prices  and  Cost  of  Living  programs  continued  production  and 
publication  activities  for  all  major  programs  and  undertook  the 
following  activities  in  addition: 

CPI  -  This  program  conducted  the  Point  of  Purchase  Survey  in 
21  local  areas  as  part  of  the  program  to  update  about  20%  of  the  CPI 
outlet  sample  annually  and,  as  part  of  the  CPI  revision,  to  begin 
data  collection  in  the  new  geographic  areas  that  will  be  included  in 
the  revised  index.   In  addition,  the  focus  of  this  program  has 
shifted  in  the  short-run  in  order  to  launch  the  revision,  which  began 
in  1995. 

PPI  -  This  program  continued  its  expansion  cf  coverage  of 
service  industries.   It  will  publish  new  indexes  including  nursing 
homes,  advertising  agencies,  and  accounting  services. 

IPP  -  This  program  proceeded  with  the  initiative  to  change 
publication  of  its  indexes  from  a  quarterly  to  a  monthly  basis. 

CSS  -  This  program  has  initiated  a  redesign  of  this  survey's 
computer  processing  system  as  part  of  the  CPI  revision. 

Research  -  Research  continued  on  formulating  price  indexes  that 
improve  estimation  of  price  change,  in  particular  indexes  based  on 
geometric  means. 


Changes  for  1997 
($  in  thousands) 


Activity  Changes: 


Built-in: 

Annualization  of  1996  pay  raise $334,000 

Within  grades  and  merit  pay 778, 000 

Cost  of  1997  Pay  Raise 1,192,000 

FERS  and  Employee  health  benefits 296,000 

Working  Capital  Fund 78,000 

Contractual  and  ADP  services 305,000 

Census  Bureau 729,000 

Supplies 60,000 

Communications 35,  000 

Printing 36,000 

Space  Rent 132,000 

Postage 91,000 

Travel . .- : .- . •. 47.000 

Total  built-in $4,113,000 
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COMPENSATION  AND  WORKING  CONDITIONS 

($  in  thousands) 

1996  1997  Difference 

Appropriation  Estimate  1996/1997 

E1E amount.  EXE Amount.  EXE Amount 

532       $53,444  544       $59,921  +12        $6,477 


Introduction 

Compensation  and  Working  Conditions  programs  fall  into  two  major 
categories:   Compensation  Levels  and  Trends,  and  Occupational  Safety 
and  Health  Statistics.   This  activity  also  maintains  a  Public  File  of 
Collective  Bargaining  Agreements;  Work  Stoppages;  and  Union 
Memberships . 

Compensation  Levels  and  Trends 

Programs  in  this  category  provide  information  on  employee 
compensation  including  wages  and  salaries,  as  well  as  benefits. 
Surveys  to  obtain  these  data  include  Occupational  Compensation 
Surveys,  the  Employee  Benefits  Survey,  and  the  Employment  Cost  Index. 
The  data  for  these  surveys  are  collected  primarily  by  personal  visit. 
The  Occupational  Compensation  Surveys  consist  of  occupational  wages 
in  selected  localities.   The  Employee  Benefits  Survey  provides  data 
on  the  incidence  and  characteristics  of  employee  benefit  plans.   The 
Employment  Cost  Index,  the  most  comprehensive  measure  of  changes  in 
compensation,  covers  the  total  private  non-farm  economy  and  State  and 
local  governments. 

The  BLS  is  currently  undertaking  a  multi-year  initiative 
integrating  the  sampling,  collection,  and  processing  of  these  three 
surveys  into  a  single  unified  program  of  compensation  statistics, 
COMP2000.   The  unified  survey  design  and  a  coordinated  sample  will 
reduce  respondent  burden,  improve  the  utilization  of  the  BLS 
resources,  and  enhance  the  published  measures  of  compensation.   The 
BLS  will  select  occupations  measured  in  the  integrated  survey  program 
using  probability  methods  to  represent  all  occupations  in  the  work 
force.   The  BLS  will  publish  COMP2000  test  survey  results  in  1996, 
initial  regular  survey  results  in  1997,  and  all  major  data  series  by 
1999. 

By  melding  together  the  data  produced  by  the  three  current 
surveys,  this  new  program  will  better  meet  the  needs  of  policy-makers 
and  researchers,  while  continuing  to  provide  high-quality  data 
required  by  the  President's  Pay  Agent  for  administering  the  Federal 
Employees  Pay  Comparability  Act.   New  data  available  from  the 
integrated  program  will  include  estimates  of  wages  for  skill  levels 
covering  broad  groups  of  related  occupations,  and  data  directly 
linking  benefit  plan  costs  with  detailed  plan  provisions.   This 
single  sample  will  also  produce  both  time  series  indexes  and  levels 
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for  industry  and  occupational  groups,  thereby  increasing  the 
analytical  potential  of  the  data.  These  series  will  include: 
improved  measures  of  trends;  better  integration  of  benefit  costs  and 
plan  provisions;  data  for  narrow  occupations;  and,  broad  regional  and 
occupational  coverage. 

In  addition  to  meeting  general  statutory  requirements  assigned 
to  the  BLS  (29  U.S.C.  1  and  2),  the  compensation  survey  programs  meet 
some  specific  legal  requirements.   The  most  critical  are  the 
requirements  of  the  Federal  Employees  Pay  Comparability  Act  of  1990 
(FEPCA)  [5  U.S.C.  53]  . 

Occupational  Compensation  Surveys  ("Locality  Pay") 

The  Occupational  Compensation  Survey  program  (OCSP)  responds 
directly  to  the  FEPCA  data  needs  by  expanding  and  integrating  two 
long-standing  occupational  wage  survey  programs:   the  Area  Wage 
Surveys  and  the  national  White-Collar  Pay  Survey.   To  provide 
objective  and  high  quality  data  on  a  flow  basis  to  the  President's 
Pay  Agent,  the  1997  request  continues  to  postpone  activities  in  the 
other  program  in  this  area,  the  Industry  Wage  Surveys,  until  FEPCA  is 
fully  implemented.   FEPCA  surveys  will  continue  on  an  annual  basis, 
and  the  BLS  will  deliver  results  to  the  Pay  Agent  as  the  surveys  are 
completed.   In  1997,  FEPCA  data  needs  will  be  provided  through  the 
integrated  COMP2000  program  for  about  half  the  localities  surveyed 
and  by  the  OCSP  program  for  the  remaining  localities.   By  the 
conclusion  of  1997,  the  new  integrated  surveys  will  provide  all  the 
occupational  compensation  data,  including'locality  data. 

Annual  locality  pay  surveys  provide  information  on  average 
earnings  for  selected  white-collar  (professional,  administrative, 
technical,  clerical)  and  blue-collar  (maintenance,  material  movement, 
and  custodial)  occupations.   Since  1990,  the  BLS  has  integrated  these 
traditional  products  of  the  Area  Wage  Surveys  and  the  national 
White-Collar  Pay  Survey  into  those  surveys  that  currently  meet  the 
needs  of  the  FEPCA,  providing  data  for  approximately  31  individual 
metropolitan  areas  and  a  'Rest  of  United  States'  estimate, 
summarizing  data  for  120  additional  areas.   Locality  Surveys,  and  the 
national  data  developed  from  them,  cover  nonagricultural  private 
industries  and  State  and  local  governments  employing  at  least 
50  workers. 

The  data  collected  in  the  locality  surveys  is  used  to  provide  a 
variety  of  statistical  tabulations  including  averages  and 
distributions  of  workers  by  straight-time  pay  --  for  selected 
white-and  blue-collar  jobs,  for  selected  industries,  and  by 
establishment  size.   The  surveys  also  provide  limited  data  on  benefit 
plan  incidence.   The  national  data  available  include  averages  and 
distributions  of  workers  by  straight-time  pay  for  selected  white- 
collar  and  blue-collar  occupations,  for  selected  industries  and  by 
establishment  size. 

In  addition  to  meeting  the  requirements  of  the  FEPCA,  program 
data  uses  include:  wage  and  salary  administration  in  the  public  and 
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private  sectors;  union  contract  negotiations,  conciliation,  and 
arbitration;  plant  location  planning;  occupational  counseling; 
analysis  of  wage  differentials  among  occupations,  industries,  and 
areas;  labor  cost  estimates;  administrative  evaluation  of  job  offers 
to  unemployment  insurance  beneficiaries;  and  wage  determinations  made 
under  the  Federal  Service  Contract  Act . 

Employee  Benefits  Survey 

The  Employee  Benefits  Survey  (EBS)  program  provides 
comprehensive  data  on  the  incidence  and  characteristics  of  employee 
benefit  plans  in  private  industry  and  State  and  local  governments. 
Examples  of  benefits  included  are:   vacation  and  sick  leave;  long- 
term  disability,  health,  and  life  insurance;  and  retirement  and 
savings  plans.   Retirement  data  include  defined  benefit  plans  and 
defined  contribution  plans,  such  as  savings  and  thrift  plans  with 
salary  reduction  arrangements  permitted  under  the  Internal  Revenue 
Code.   The  EBS  reports  present  data  separately  for  selected 
occupational  groups  in  private  industry  and  State  and  local 
governments.   This  program  collects  data  from  a  sample  of  about 
8,000  private  sector  establishments  and  1,200  government  units 
biennially. 

The  varied  uses  of  these  data  include:   benefit  administration 
and  program  development  in  public  and  private  sectors;  union  contract 
negotiations;  conciliation  and  arbitration  in  the  public  and  private 
sectors;  and  Congressional  and  Administration  consideration  of 
legislation  affecting  the  welfare  of  workers.   This  information  is 
also  very  important  to  policy  makers,  because  employer-provided 
benefits  are  a  primary  source  of  health,  disability,  and  retirement 
plans  for  American  workers. 

Employment  Cost  Index  Program 

This  program  measures  quarterly  changes  in  total  compensation 
(wages  and  salaries,  and  employer  costs  for  employees  benefits).   The 
Employment  Cost  Index  is  being  integrated  with  the  Occupational 
Compensation  Program.   Indexes  for  compensation,  wages  and  salaries, 
and  benefit  costs  are  available  for  selected  industry  and 
occupational  groups  in  the  civilian  economy,  private  industry,  State 
and  local  governments,  union  and  nonunion  workers,  and  four 
geographic  regions  in  private  industry.   In  addition,  cost  levels, 
published  annually,  provide  estimates  of  compensation  costs  per  hour 
worked  for  those  same  categories  as  well  as  by  establishment 
employment  size  and  full-  and  part-time  employment  status. 

Program  coverage  currently  includes  all  private  industry  and 
State  and  local  government  workers  and  excludes  Federal  Government, 
farm,  household,  self-employed  proprietors,  and  unpaid  family 
workers.   The  BLS  collects  quarterly  data  from  a  sample  of 
approximately  23,500  occupations  within  4,600  establishments  in 
private  industry  and  6,000  occupations  within  900  establishments  in 
State  and  local  governments.  An  important  objective  of  the 
integrated  COMP2000  survey  program  is  strengthening  the  Employment 
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Cost  Index.   To  this  end,  sampling  efficiencies  from  the  integrated 
program  will  be  used  to  convert  the  ECI  establishment  sample  from- 
national  design  to  a  locality  design;  strengthening  the  ECI's  cost 
levels  and  allowing  more  locality  based  products. 

The  Employment  Cost  Index  (ECI)  program  responds  directly  to 
Federal  Employees  Pay  Comparability  Act  data  needs  by  providing  the 
estimate  for  the  national  pay  adjustment.   The  pay  increase  for 
Congress,  Federal  judges,  and  top  government  officials  is  the  ECI,  as 
specified  in  the  "Ethics  Reform  Act".   The  Health  Care  Financing 
Administration  uses  the  ECI  to  determine  allowable  increases  in 
hospital  and  physician  charges  as  required  by  the  Social  Security 
Act.  The  Employment  Standards  Administration  uses  ECI  cost  levels  to 
set  benefit  costs  required  by  the  Service  Contract  Act.   Other  uses 
of  ECI  data  include  setting  and  evaluating  monetary  policy,  macro- 
economic  forecasting,  collective  bargaining  and  other  pay 
determinations,  estimating  compensation  in  the  National  Income  and 
Product  Accounts,  and  studies  on  the  structure  of  employee 
compensation . 

Collective  bargaining  Studies 

Collective  Bargaining  Studies  include  Negotiated  Wage  and 
Benefit  Changes;  Public  File  of  Collective  Bargaining  Agreements; 
Work  Stoppages;  and  Union  Membership.   This  program  area  includes 
industrial  relations  studies  to  "investigate  the  causes  of,  and  facts 
relating  to,  all  controversies  and  disputes  between  employers  and 
employees"  (29  U.S.C.  4).   In  addition,  the  Labor-Management 
Relations  Act  of  1947  requires  the  BLS  to  maintain  a  file  of  copies 
of  collective  bargaining  agreements  "...for  guidance  and  information 
of  interested  representatives  of  employers,  employees,  and  the 
general  public. " 

Public  File  of  Collective  Bargaining  Agreements 

The  BLS  maintains  a  file  of  about  3,800  collective  bargaining 
agreements  in  private  industry  and  government  available  for  public 
use  (except  for  a  few  agreements  that  are  submitted  in  confidence) . 
Virtually  all  of  these  cover  bargaining  units  with  1,000  employees  or 
more,  exclusive  of  railroads  and  airlines.   Signatories  to  these 
agreements  voluntarily  provide  copies  of  the  agreements. 

Negotiated  Wage  and  Benefit  Changes 

Budget  reductions  in  1996  compelled  the  termination  of  this 
series. 

Work  Stoppages 

This  program  provides  quarterly  and  annual  data  on  major  strikes 
and  lockouts.  The  BLS  collects  the  number  of  work  stoppages,  workers 
involved,  and  days  idle  from  secondary  sources  on  a  quarterly  basis. 
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Union  Membership 

This  series  was  transferred  to  the  Office  of  Employment  and 
Unemployment  Statistics  in  1996. 

Occupational  Safety  And  Health  Statistics 

Occupational  Safety  and  Health  Statistics  (OSHS)  include  the  new 
Survey  of  Occupational  Injuries  and  Illnesses  (ROSH) ,  and  the  Census 
of  Fatal  Occupational  Injuries  (CFOI).   The  Occupational  Safety  and 
Health  Act  of  1970  (29  U.S.C.  651)  requires  the  Secretary  of  Labor 
(who,  in  turn,  authorizes  the  Bureau  of  Labor  Statistics)  to  compile 
statistics  and  to  "...promote,  encourage,  or  directly  engage  in 
programs  of  studies,  information,  and  communication  concerning 
occupational  safety  and  health  statistics"  and  "...make  grants  to 
States  or  political  subdivisions  thereof  to  assist  them  in  developing 
and  administering  programs  dealing  with  occupational  safety  and 
health  statistics." 

Each  year  since  1972,  the  BLS  has  conducted  the  Survey  of 
Occupational  Injuries  and  Illnesses  to  estimate  the  incidence  and 
numbers  of  work-related  injuries  and  illnesses.   Following  a 
multi-year  redesign  effort,  the  survey  for  1992  and  succeeding  years 
also  gathers  information  on  the  more  seriously  injured  and  ill 
workers  and  the  circumstances  of  their  injuries  and  illnesses. 

Annual  Survey  op  Occupational  Injuries  and  Illnesses 

The  redesigned  survey,  based  on  employer  records  of  job-related 
injuries  and  illnesses,  is  conducted  by  participating  State  agencies 
(46  States  in  1996)  on  a  cost-sharing  basis.   The  survey  provides 
injury  and  illness  information  by  industry,  worker  demographic,  and 
case  characteristics.   The  data  include  national  and  State  estimates 
for  nearly  all  private  sector  industries.   The  program  surveys  a 
sample  of  approximately  270,000  establishments  by  mail  to  collect 
detailed  information  on  about  650,000  lost  workday  cases. 

Public  and  private  researchers  analyze  the  incidence  rates  and 
totals  by  industry,  as  well  as  the  nature  of  the  injuries  and 
illnesses,  to  assess  the  overall  occupational  safety  and  health  of 
workers  and  to  identify  occupations  and  industries  needing  safety  and 
health  regulatory  program  enhancement. 

Census  op  Fatal  Occupational  Injuries 

The  Census  of  Fatal  Occupational  Injuries  (CFOI)  provides 
detailed  information  on  fatally  injured  workers  by  industry  and 
State,  and  the  events  or  exposures  leading  to  their  deaths.   In  1997, 
agencies  in  46  States  and  2  territories  will  conduct  this  program  on 
a  50/50  cost  sharing  basis  with  the  BLS.   The  BLS  collects  fatality 
reports  for  the  non-participating  States  and  publishes  data  for  the 
whole  country.   The  program  collects  administrative  documents,  such 
as  death  certificates,  medical  examiner  records  and  reports  of 
fatalities  submitted  to  Federal  and  State  workers'  compensation  and 


1097 


regulatory  agencies  as  data  sources.   Using  multiple  data  sources, 
this  program  compiles  a  complete  roster  of  occupational  injury 
fatalities  in  private-  and  public-sector  establishments,  including 
the  self-employed. 

The  program  provides  the  most  comprehensive  counts  of  work 
related  fatal  injuries  at  the  national  and  State  level--by  industry, 
occupation,  and  type  of  incident.   The  detailed  data  includes 
information  on  demographic  characteristics  of  the  fatally  injured 
workers  (age,  sex,  race,  occupation) ,  and  the  nature,  sources,  and 
events  leading  to  the  fatal  injuries. 

Resources  for  the  Compensation  and  Working  Conditions  activity 
during  the  last  five  years  have  been  as  follows: 

FUNDING  FTE 

($  in  thousands) 

1992 $43,896  520 

1993 $64,305  691 

1994 $64,461  671 

1995 $61,564  612 

1996 $53,444  532 


1997  Budget  Request 

OCSP  -  Under  the  Federal  Employees  Pay  Comparability  Act  of  1990 
(FEPCA) ,  the  BLS  will  continue  to  provide  objective  and  high  quality 
data  to  implement  the  locality  pay  comparability  adjustments  for  the 
Nation's  1.4  million  Federal  white-collar  workers. 

The  BLS  will  survey  approximately  31  localities  specified  by  the 
President's  Pay  Agent  and  implement  the  merger  of  the  Occupational 
Compensation  Survey  program  into  the  integrated  COMP2000  program.   At 
the  direction  of  the  Pay  Agent,  in  18  of  these  localities  survey 
coverage  will  be  extended  to  include  the  entire  Consolidated 
Metropolitan  Statistical  Area,  expanding  coverage  beyond  the 
individual  Primary  Metropolitan  Statistical  Areas  surveyed  in  prior 
years.  (Data  collection  for  the  'Rest  of  United  States*  will  not  be 
completed  in  1997.)   The  BLS  will  continue  to  publish  national 
estimates  of  white-collar  pay,  as  directed  by  Congress  in  1987,  as 
well  as  data  for  about  34  metropolitan  areas.   The  Industry  Wage 
Survey  program  will  not  initiate  any  new  surveys. 

BBS  -  The  BLS  will  conduct  the  Employee  Benefits  Survey  of 
benefits  in  medium  and  large  private  establishments  (100  or  more 
workers).   The  BLS  will  publish  results  from  the  1996  survey  of 
employee  benefits  in  small  private  industry  establishments  (those 
with  fewer  than  100  workers).  To  conserve  resources  needed  for 
implementing  the  integrated  survey,  the  Employee  Benefits  Survey  of 
State  and  local  governments,  planned  for  1996,  was  canceled. 
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ECI  -  The  BLS  will  continue  to  publish  the  Employment  Cost  Index 
quarterly  and  replenish  its  sample  to  offset  losses  of  establishments 
no  longer  in  business,  or  who  decline  to  participate  in  the  survey, 
as  well  as  to  include  newly-formed  establishments.   The  BLS  will  also 
continue  implementing  an  increase  in  the  ECI  sample  from  the  current 
nationwide  sample  of  5,000  units  to  an  area-based  cluster  design 
sample  of  7,500  units.   The  7,500  unit  sample  will  permit  publication 
of  ECI  estimates  at  current  levels  of  sample  error.   Resources  for 
this  sample  increase  will  come  from  the  efficiencies  garnered  from 
consolidating  the  OCSP,  ECI,  and  EBS  surveys  into  a  single  program, 
COMP2000.   The  BLS  also  will  publish  employers'  cents-per-hour  cost 
data  for  employee  compensation  for  March  1997. 

COMP2000  INTEGRATED  SURVEY  -  The  integrated  survey  activities  in 
1997  will  focus  on  merging  the  Occupational  Compensation  Survey 
Program  with  the  Employment  Cost  Index  and  Employee  Benefits  Survey. 
The  ECI  and  EBS  will  continue  the  first  phase  of  a  conversion  to  the 
cluster-based  locality  sample  design  used  in  OCSP,  while  the  OCSP 
will  adopt  the  occupational  selection  and  classification  methods  used 
by  ECI  and  EBS.   These  conversions  will  give  all  three  programs  a 
common  sample  and  occupational  design,  allowing  for  efficiencies  in 
data  collection  and  processing  by  eliminating  duplication.   Survey 
outputs  will  be  enhanced  by  this  establishment  of  a  common  survey 
design,  because  all  forms  of  compensation  data  will  be  collected  and 
processed  in  a  consistent  manner. 

Wage  data  collection  in  OCSP  will  undergo  a  major  change. 
Occupational  classifications  will  be  shifted  from  a  fixed  list  of 
judgmentally-selected  jobs  that  represents  about  one  in  ten  workers 
in  the  economy  to  a  probability-based  selection  of  jobs  that 
represents  virtually  all  non-federal  workers.   Additionally,  the 
classification  of  workers  by  level  of  work  will  be  accomplished  by 
applying  a  standard  procedure  across  all  occupations,  replacing  the 
current  OCSP  method  of  determining  work  levels  uniquely  for  each 
occupation. 

During  1997,  as  noted  above,  efficiencies  gained  through  survey 
consolidation  will  fund  an  increase  in  the  sample  of  establishments 
used  to  produce  the  Employment  Cost  Index  and  cost  levels  from  the 
current  5,000  units  to  6,700  units,  the  first  stage  of  a  planned 
expansion  to  7,500  units.   Also  during  1997,  the  BLS  will  test  a 
variety  of  enhancements  to  the  employee  benefits  data  elements  and 
collection  methods  used  in  the  ECI  and  EBS.   The  BLS  will  continue 
integrating  the  Occupational  Compensation  Survey  Program,  the 
Employment  Cost  Index,  and  the  Employee  Benefits  Survey  by  capturing 
data  for  new  sample  establishments  on  unified  data  entry  systems. 
Work  will  continue  on  a  unified  data  base  for  producing  integrated 
survey  estimates. 

COLLECTIVE  BARGAINING  -  Due  to  budgetary  considerations,  funding 
for  developing  data  on  the  results  of  collective  bargaining 
settlements  was  terminated  in  1996.   These  series  were  concluded  with 
publication  of  final  results  for  private  industry  in  March  1996,  and 
for  State  and  local  governments  in  August  1995. 
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The  BLS  will  continue  to  publish  Compensation  and  Working 
Conditions  as  a  quarterly,  rather  than  a  monthly,  periodical.   Data 
on  work  stoppages  involving  1,000  or  more  workers  will  continue  to  be 
collected,  but  will  be  published  on  a  quarterly,  rather  than  a 
monthly,  cycle. 

OSHS  -  The  BLS  will  continue  the  Occupational  Safety  and  Health 
Statistics  Program,  which  provides  information  on  the  occurrence  of 
work  related  injuries  and  illnesses,  injured  and  ill  workers,  and  the 
circumstances  of  their  injuries  and  illnesses.   The  request  will 
partially  restore  the  funding  for  State  level  statistics  reduced  in 
1996.   The  BLS  will  conduct  the  national  Census  of  Fatal  Occupational 
Injuries  (CFOI) . 

Workload/Output  1995       1996       1997 

Measures  Actual     Estimate   Proposal 

Compensation  Levels  and  Trends 

Occupational  Compensation  Survey  Program--!/ 
(locality  and  national  surveys) 
Number  of  Schedules 22,400     18,000      1,400 

Integrated  Survey 

Number  of  Schedules --      2,000     21,800 


Occupational  Wage  and  Benefit 
surveys -- 

Special  analyses/reports 7 
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Employment  Cost  Index — 

Number  of  schedules 5,981      5,520      6,700  2./ 

Employee  Benefits  Survey--!/ 

Number  of  schedules 3,700      4,300      3,700 

Plans  analyzed 11,500      3,300     llSoO 

Collective  Bargaining 

Compensation  and  Working  Conditions-- 
Number  of  tables,  including 

those  for  work  stoppages 361        361         160 

Number  of  contracts 

maintained!/ 4,250  3,800  3,800 
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Workload/Output  1995       1996       1997 

Measures  Actual    Estimate   proposal 

Occupational  Safety  and  Health  Statistics 

Occupational   Safety  and  Health 
Statistics  Program- -J*/ 

Participating   States   and  Territories 

Survey  of   Occupational 

Injuries   and   Illness-- 42  42  42 

Census  of   Fatal   Occupational 

Injuries-- 48  48  48 

Establishments   Surveyed 

Survey   of  Occupational 

Injuries   and  Illness-- 270,000  270,000        270,000 

Lost  Work  Day  Cases 650,000  650,000        650,000 

Contacts 

Census  of  Fatal  Occupational 
Injuries 4,400      4,400     4,400 


1/   Workload  reflects  all  schedules  collected  for  the  Federal 

Employees  Pay  Comparability  Act  Locality  Surveys,  the  national 
White-Collar  Survey  Program,  and  the  Area  Wage  Program.   Annual 
variations  reflect  differing  mix  of  individual  surveys,  the 
effect  of  budget  reductions,  and  the  merger  with  COMP2000. 

2.1         Sample  increase  is  funded  by  efficiencies  in  consolidating 

surveys.   A  cluster-based  area  design  requires  25%  more  sample 
to  maintain  the  sampling  error  rates  from  the  nationwide  design. 

2./        Workload  reflects  changes  in  survey  coverage  rather  than 

increased  data  collection  time,  i.e.,  medium  and  large  private 
firms  in  1995,  and  small  private  firms  in  1996. 

4./    Decrease  reflects  decline  in  number  of  contracts  within  scope  of 
program. 

5_/    Data  are  collected  for  the  nonparticipating  States  to  produce 
nation-wide  estimates. 


1996 

The  Office  of  Compensation  and  Working  Conditions  programs  continued 
the  production  and  publication  for  all  major  programs  and  undertook 
the  following  activities  in  addition: 

OCSP  -  The  BLS  will  publish  national  estimates  of  white-collar 
pay,  as  directed  by  Congress  in  1987,  as  well  as  data  for  about  55 
metropolitan  areas.   The  BLS  will  deliver  these  data  to  the 
President's  Pay  Agent  (the  Secretary  of  Labor,  and  the  Directors  of 
the  Office  of  Management  and  Budget,  and  the  Office  of  Personnel 
Management)  on  a  flow  basis  through  September  1996  for  the  scheduled 
January  1998  locality  pay  adjustments  currently  specified  under 
FEPCA. 
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Budget  reductions  in  1996  of  $4,000,000  and  42  FTE  "will  require 
restructuring  data  collection  for  the  existing  program  that  provides 
pay  estimates  for  approximately  31  areas  and  the  Rest  of  United 
States,  by  merging  the  OCSP  surveys  into  the  integrated  program.   The 
BLS,  in  consultation  with  the  Pay  Agent,  will  test  new  methods  of 
collecting  data,  selecting  jobs,  and  classifying  occupations  in  1996. 

BBS  -  The  BLS  will  publish  complete  results  from  the  1994 
Employee  Benefits  Surveys  of  small  private  industry  establishments 
and  State  and  local  governments.   The  BLS  completed  data  collection 
for  the  1995  Employee  Benefits  Survey  of  medium  and  large 
establishments,  and  will  publish  survey  results.   Data  collection 
will  commence  for  the  1996  survey  of  small  private  industry 
establishments . 

ECI  -  The  first  phase  of  the  ECI  sample  conversion  to  an  area- 
based  cluster  design  began  with  State  and  local  government 
establishments. 

COLLECTIVE  BARGAINING  -  The  BLS  budget  reductions  lead  to  ending 
the  Negotiated  Wage  and  Benefit  Changes  series.  This  program  will 
continue  to  maintain  the  Collective  Bargaining  Agreement  File.   The 
Work  Stoppages  Program  will  convert  from  a  monthly  to  a  quarterly 
series,  and  the  Compensation  and  Working  Conditions  publication  cycle 
will  change  from  monthly  to  quarterly,  focusing  on  compensation  data. 

OSHS  -  The  OSHS  program  will  publish  results  of  the  1994  annual 
survey  of  occupational  injuries  and  illnesses.  The  BLS  will  publish 
the  results  of  the  CFOI,  covering  1995.   In  light  of  budget 
reductions,  BLS  is  reviewing  new  data  collection  options  for  the 
annual  survey  program. 

1995 

The  Office  of  Compensation  and  Working  Conditions  programs 
continued  the  production  and  publication  for  all  major  programs  and 
undertook  the  following  activities  in  addition: 

OCSP  -  Budget  reductions  in  1995  of  $3,936,000  and  48  FTE, 
required  Restructuring  data  collection  for  the  OCSP  program.   The 
area-based  sample~"w*s  retooled  in  1995  to  take  advantage  of  a  more 
efficient  design,  the  number  of  localities  where  publications  were 
planned  was  substantially  decreased,  and  locality  samples  were 
reduced . 

BBS  -  News  releases  highlighting  results  from  the  1994  Employee 
Benefits  Surveys  of  small  private  industry  establishments  and  State 
and  local  governments  were  published.   The  BLS  began  data  collection 
for  the  1995  Employee  Benefits  Survey  of  medium  and  large 
establishments. 
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ECI  -  The  Employment  Cost  Index  was  reweighted  to  reflect  1990 
industry  and  occupation  employment  patterns.   In  addition,  the  ECI 
published  16  additional  industry  and  occupation  series  on  employer 
costs  for  employee  compensation. 

OSHS  -  The  OSHS  program  published  results  of  the  1993  annual 

at    of    nrrnnafinnal      in-in-rioc    anrf     illnoccac  Tn     1  OO^        hhc    nr.c 


In  1995,  the  BLS 
injuries  and 


survey  of  occupational  injuries  and  illnesses.   In 
published  annual  incidence  rates  of  occupational  injuries  and 
illnesses,  worker  demographics,  and  case  characteristic  data  from 
1993.   The  BLS  published  the  results  of  the  CFOI,  covering  1994,  for 
the  participating  States. 

Changes  for  1997 
Activity  Changes: 

Built-in: 

Annual izat ion  of  1996  pay  raise $206,000 

Within  grades  and  merit  pay 478,000 

Cost  of  1997  pay  Raise 732,000 

FERS  and  Employee  health  benefits 186,000 

Working  Capital  Fund 64,000 

Contractual  and  ADP  services 157 ,  000 

State  programs 45, 000 

Supplies 72,000 

Communications 20  ,  000 

Printing 55,000 

Space  Rent 77 ,  000 

Postage 31,000 

Travel 50 ,  000 

1997  Restoration  of  1996  program  reductions 4. 304.000 

Total  Built-in.  ...... $6,  477,  000 
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PRODUCTIVITY  AND  TECHNOLOGY 

($  in  thousands) 

1996  1997  Difference 

Appropriation  Estimate  1996/1997 

ETE Amount     £JE AMJUQL  ETE Amaum. 

69        $6,974  69        $7,263  0         $289 


Introduction 

Productivity  and  Technology  programs  meet  several  major  needs 
for  economic  statistics.   In  the  domestic  area,  data  from  these 
programs  measure  productivity  trends  in  the  economy  and  individual 
industries.   The  programs  also  analyze  these  trends  in  order  to 
understand  the  factors  underlying  productivity  change.   In  the 
international  area,  the  program  provides  comparable  measures  of 
productivity,  labor  force  and  unemployment,  hourly  compensation 
costs,  and  other  economi;  indicators  for  other  countries.   The 
productivity  measurement  programs  are  authorized  by  an  act  of 
June  7,  1940  (29  U.S.C.  2b),  which  authorizes  and  directs  that  the 
BLS  "make  continuing  studies  of  productivity  and  labor  costs  in 
manufacturing,  mining,  transportation,  distribution,  and  other 
industries. " 

Major  Sector  Productivity  Measurement 

This  program  develops  measures  of  productivity  for  broad  sectors 
of  the  economy:  business;  non-farm  business;  manufacturing;  and 
nonfinancial  corporations.   Data  available  include:   quarterly  and 
annual  labor  productivity  indexes;  percent  changes  for  output  per 
hour  of  all  persons;  and  related  measures,  such  as  unit  labor  cost, 
real  and  current  dollar  compensation  per  hour,  and  unit  nonlabor 
payments.   Measures  for  the  business  and  non-farm  business  sectors 
and  for  nonfinancial  corporations  begin  with  1959.   Measures  for 
manufacturing  begin  in  1949. 

In  addition,  this  program  develops  annual  indexes  of  multifactor 
productivity  and  output  per  unit  of  capital  services,  and  annual 
measures  of  capital  services  and  combined  labor  and  capital  inputs. 
Supplementing  existing  economic  indicators,  data  from  this  program 
provide  a  comprehensive  productivity  measure  that  incorporates 
capital  in  addition  to  labor  inputs.   The  program  publishes 
multifactor  productivity  measures  for  the  major  sectors  annually. 

These  data  aid  economic  policy  makers  in  assessing  current 
economic  activity  and  in  economic  analysis.   In  addition,  data  are 
used  as  economic  indicators;  in  studies  of  relationships  among 
productivity,  wages,  prices,  and  employment;  and  as  an  aid  in 
understanding  sources  of  economic  growth.   The  multifactor  data  form 
a  basis  for  research  on  the  sources  of  productivity  advancement  and 
the  identification  of  policy  options  that  can  affect  the  pace  of 
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productivity  change.   In  addition,  these  data  are  used  to  aid  in 
understanding  trends  in  output  per  hour  of  all  workers. 

Industry  Productivity  Measurement 

This  program  develops  annual  indexes  of  productivity  at  the 
individual  industry  level.   It  publishes  labor  productivity  measures 
for  176  industries  in  manufacturing,  mining,  transportation,  public 
utilities,  trade,  and  services.   The  program  also  publishes  9  annual 
measures  for  multifactor  productivity  relating  output  to  the  combined 
inputs  of  capital,  labor,  and  intermediate  purchases,  for  selected 
industries  at  the  3-digit  Standard  Industrial  Classification  level. 

QOVBRNMENT  PRODUCTIVITY  MEASUREMENT 

This  program  develops  productivity  measures  annually  for  various 
levels  within  the  Federal  Government.   Data  are  used  to  show  effects 
of  changes  in  technology  or  management  initiatives,  and  aid  Federal 
budget  forecasting.   Due  to  1996  budget  reductions,  this  program  will 
be  eliminated  after  measures  are  published  in  1996. 

International  Measures 

This  program  conducts  research  in  comparative  international 
economic  data,  which  cover  productivity,  labor  force  and 
unemployment,  hourly  compensation  costs,  and  various  other  economic 
indicators.   These  data  are  useful  in  analyses  of  international 
competitiveness,  performance  of  the  U.S.  economy  compared  to  other 
leading  industrial  countries,  and  underlying  conditions  affecting  the 
U.S.  balance  of  trade. 

Resources  for  Productivity  and  Technology  during  the  last  five 
years  have  been  as  follows: 

FUNDING  £I£ 

($  in  thousands) 

1992 $6,316  83 

1993 $6,721  83 

1994 $6,986  79 

1995 $7,059  78 

1996 $6,974  69 


1997  Budget  Reouaat 

This  program  will  continue  the  production  of  the  remaining  core 
series  with  the  following  new  work: 

Major  Sector  Productivity  Measures  -  This  program  will  revise  . 
its  multifactor  productivity  measures  for  consistency  with  the  newly 
revised  National  Income  and  Product  Accounts.   This  will  involve  a 
major  reformulation  of  the  capital  estimation  procedures.   A  report 
explaining  these  new  procedures  will  be  issued. 
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Industry  Productivity  Measures  -  In  line  with  this  program's" 
efforts  to  expand  statistical  coverage,  development  work  on  new 
industry  productivity  measures  will  continue.   The  program  will 
complete  annual  labor  and  multifactor  measures  for  four  additional 
industries  including  one  service  industry. 

International  Measures  -  Canada  will  be  added  to  the 
U.S. /Germany /France /Japan  comparative  work  on  trends  in  manufacturing 
multifactor  productivity;  a  major  technical  bulletin  on  the  hourly 
compensation  costs  series  will  be  produced;  and  an  article  on  Chile's 
labor  force  will  be  published. 


Workload/Output                   1995  1996       1997 

Measures                        Actual  Estimate   Proposal 

Productivity  Measures  for 
Major  Sectors 

Labor  Product ivity  Measures 

Major  Studies 0 

Articles 2 

Series  Maintained 44 

Multifactor  Productivity  Measures 

Major  Studies 2 

Articles 3 

Special  Reports 10 

Series  Maintained 62 

Productivity  Measures  for  Industries 

Labor  Productivity  Measures 

Major  Studies 2          1         1 

Articles 1          3         3 

Series  Maintained 1,166  1,171      1,188 

Multifactor  Productivity  Measures 

Major  Studies 0           0          0 

Art  icles 2          1          1 

Series  Maintained 81          90         99 

Productivity  Measures  for  Federal 
Government 

Major  Studies  1/ 0 

Articles  1/ 0 

Series  Maintained 145 

International  Measures 

Major  Studies 2 

Articles 5 

Special  Reports 15 

Series  Maintained 3,300 


0 

0 

2 

2 

44 

44 

2 

2 

3 

3 

10 

10 

62 

62 

0 

0 

0 

0 

145 

0 

1 

1 

4 

3 

15 

15 

400 

3,500 
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1/   Due  to  funding  reductions,  this  program  will  be  eliminated  in 
1996,  after  measures  are  produced. 


1996 

This  program  will  continue  the  production  of  the  remaining  core 
series  with  the  following  new  work: 

Major  Sector  Productivity  Measures  -  This  program  will  develop, 
and  make  available,  an  alternative  quarterly  output  per  hour  measure 
generated  with  current  period  output  weights.  It  will  also  complete 
a  report  measuring  the  indirect  effects  of  research  and  development 
expenditures  on  multifactor  productivity  measures.  The  program  will 
undertake  a  joint  project  with  the  Bureau  of  Economic  Analysis  and 
the  BLS  Office  of  Prices  and  Living  Conditions  to  measure  output  and 
prices  for  the  insurance  industry. 

Industry  Productivity  Measures  -  This  program  will  complete 
development  cf  labor  productivity  measures  for  three  industries  and 
multifactor  measures  for  one  industry;  miscellaneous  shipping  goods 
stores,  house  furnishings,  fabricated  metal  products,  and  heating  and 
refrigeration,  equipment,  respectively.   In  addition,  it  will 
initiate  development  of  a  comprehensive  4-digit  SIC  manufacturing 
database  containing  outputs,  inputs,  and  prices. 

Government  Productivity  Measures  -  The  Federal  Productivity 
Measurement  Program  will  produce  and  publish  data  on  productivity 
trends  in  Federal  Government  agencies.   However,  the  BLS  will 
terminate  this  program  after  measures  are  released. 

International  Measures  -  This  program  will  add  Japan  to  the 
U.S. /Germany /France  comparative  work  on  trends  in  manufacturing 
multifactor  productivity;  publish  an  article  comparing  the  United 
States  and  Japan  under  the  new  BLS  U-l  to  U-6  alternative  indicator 
framework;  and  publish  articles  on  manufacturing  hourly  compensation 
and  union  membership  trends. 


1995 

This  program  continued  the  production  of  the  remaining  core 
series  with  the  following  new  work: 

Major  Sector  Productivity  Measures  -  This  program  prepared  for 
the  transition  of  its  quarterly  output  per  hour  measures  from  base- 
period  constant  dollar  output  to  annual-weighted  output.   It 
conducted  research  and  issued  a  series  of  statements  and  articles 
explaining  the  upcoming  changes  to  the  public.   It  also  made 
significant  progress  on  research  on  retail  trade  output  and  on  the 
influence  of  women's  work  experience  on  multifactor  productivity. 

Industry  Productivity  Measures  -  This  program  completed  a  major 
revision  of  all  output  indexes  to  incorporate  an  improved  weighting 
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scheme,  and  completed  annual  labor  and  mult i factor  productivity 
measures  for  three  additional  industries. 

International  Measures  -  This  program  published  Monthly  Labor 
Review  articles  on  employment  and  unemployment  in  Mexico's  labor 
force;  international  comparisons  of  manufacturing  compensation  costs 
and  of  manufacturing  labor  productivity  and  unit  labor  costs; 
comparative  trends  in  alternative  unemployment  indicators  and  in 
manufacturing  multifactor  productivity  in  the  United  States,  France, 
and  Germany.   In  addition,  the  BLS  issued  an  international  chartbook. 


Changes  for  1997 
($  in  thousands) 


BL3-49 


Activity  Changes: 


Built-in: 

Annualization  of  1996  pay  raise... 

Within  grades  and  merit  pay 

Cost  of  1997  Pay  Raise 

FERS  and  Employee  health  benefits. 

Working  Capital  Fund 

Contractual  and  ADP  services 

Supplies 

Communications 

Printing 

Space  Rent 

Postage 

Total  Built-in 


$31,000 
73,000 

111,000 
27,000 


000 
000 
000 
000 
000 
000 


5,QQQ 


$289,000 
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EMPLOYMENT  PROJECTIONS 
($  in  thousands ) 

1996                 1997  Difference 

Appropriation           Estimate  1996/1997 

EIE Amount      E1E Amount  £1£ Amount 

43       $4,451       43       $4,640  0         $189 


Introduction 

The  Employment  Projections  program  develops  information  about 
the  labor  market  for  10  to  15  years  in  the  future;  labor  force  trends 
by  sex,  race,  and  age;  employment  trends  by  industry  and  occupation; 
and  the  implications  of  these  data  for  employment  opportunities  for 
specific  groups  in  the  labor  force,  such  as  youth,  the  disadvantaged, 
and  college  graduates.   It  also  makes  assessments  of  the  effect  on 
employment  of  specified  changes  in  economic  conditions  and/or  changes 
in  Federal  programs  and  policies.   The  information  developed  by  the 
program  is  used  in  career  guidance,  education  planning,  and  policy 
formulation.   This  information  is  published  in  the  Occupational 
Outlook  Handbook.  Occupational  Outlook  Quarterly,  and  other  special 
reports. 

In  addition  to  meeting  general  statutory  responsibilities 
assigned  to  the  BLS  (29  U.S.C.  1  and  2),  these  programs  help  fulfill 
the  requirement  of  the  Job  Training  Partnership  Act  of  1982  that  the 
Secretary  of  Labor  "develop  projections  of  employment  and  job 
openings  by  occupation."  This  Act  and  the  Education  Amendments  of 
1984  require  the  development  of  information  on  the  outlook  for  jobs 
and  research  to  improve  the  methods  of  developing  data  on  future 
demand  and  supply  relationships. 

Industry  Employment  Projections 

Projections  of  Economic  Growth  and  Industry  Employment 

This  program  provides  a  framework  for  studying  the  factors 
affecting  long-range  economic  growth  and  employment  by  industry  and 
occupation.   The  BLS  prepares  projections  --  approximately  10  to 
15  years  in  the  future  --of  Gross  Domestic  Product  (GDP) ,  demand  and 
income  composition  of  GDP,  and  aggregate  components  of  demand 
specified  by  228  industry  groups  under  alternative  assumptions  for 
basic  economic  variables  (labor  force,  unemployment,  productivity, 
etc.)  and  government  economic  policies.   In  addition,  this  program 
prepares  industry  projections  that  include  final  demand  (consumers, 
government,  business  investment,  exports,  imports),  output,  and 
employment,  as  well  as  projected  input-output  tables  including 
inter- industry  employment  tables.   These  data  are  a  basis  for 
evaluating  alternative  policy  options  affecting  medium-  and  long-term 
outlook,  developing  estimates  of  occupational  requirements  by 
industry,  and  evaluating  the  future  size  and  quality  of  the  labor 
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force;  and  a  framework  for  analyzing  future  problems  of  labor 
utilization. 

Labor  Force  Projections 

This  program  provides  projections  approximately  10-15  years  in 
the  future  of  labor  force  and  labor  force  participation  rates  for 
detailed  demographic  groups  under  alternative  growth  scenarios. 
These  data  are  helpful  in  the  analysis  of  demographic  characteristics 
of  future  workers  and  of  future  training  and  education  needs,  as  well 
as  in  the  development  of  business  and  industry  marketing  plans. 

Occupational  Outlook 

Occupational  Outlook  Handbook  Amp  Occupational  Outlook  Quarterly 

The  Occupational  Outlook  Handbook  is  a  biennial  publication  that 
provides  information  for  nearly  250  occupations  on  the  nature  of  the 
work,  working  conditions,  employment,  job  outlook,  and  earnings, 
related  occupations,  sources  of  additional  information  and  training 
other  Qualifications,  and  advancement.   It  is  used  in  vocational 
guidance  and  counseling,  and  personnel  planning  and  policy 
development.   The  Occupational  Outlook  Quarterly  presents  a  wide 
variety  of  information  on  occupational  employment  prospects, 
educational  requirements,  and  earnings  that  are  helpful  in  career 
guidance. 

National  Industry- Occupation  Employment  Matrix 

The  matrix  forms  the  basis  for  the  analysis  that  underlies 
projections  of  employment  by  occupation.   It  provides  detailed 
information  on  the  distribution  of  occupational  employment  by 
industry  and  industry  employment  by  occupation  for  current  and 
projected  years.   Data  are  available  covering  wage  workers  and  salary 
workers  for  about  500  detailed  occupations  in  over  250  detailed 
industries. 

Data  for  projected  years  --  approximately  10-15  years  from  base 
period  --  are  based  on  analysis  of  historical  data  and  information 
from  secondary  sources.   Data  uses  include:   analysis  of  changes  in 
the  occupational  structure  of  detailed  industries  resulting  from 
changes  in  technology,  product  mix,  and  other  factors;  development  of 
projections  of  occupational  employment  for  detailed  occupations  by 
industry  under  alternative  assumptions;  development  of  State  and 
local  area  industry-occupation  employment  matrices;  and  analysis  of 
the  impact  of  government  programs  on  employment  by  occupation. 
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Resources  for  Employment  Projections  during  the  last  five  years 
have  been  as  follows: 


FUNDING 
($  in  thousands) 


FTE 


1992 $3,844 

1993 $4,082 

1994 $4,193 

1995 $4,252 

1996 $4,451 


47 
45 
45 
44 
43 


1997  Budget  Request 

This  program  will  complete  preparation  of  labor  force,  economic, 
industrial,  and  occupational  employment  projections  10  to  15  years 
into  the  future.   It  also  will  complete  the  preparation  of  the  1998- 
99  edition  of  the  Occupational  Outlook  Handbook.   The  program  will 
prepare  four  issues  of  the  Occupational  Outlook  Quarterly  and  an 
analysis  of  an  industry  in  the  service  sector  of  the  economy  that  is 
experiencing  rapid  employment  growth  and/or  a  significant  change  in 
occupational  structure. 


Workload/Output 
Measures 


1995 
Actual 


1996 

Estimate 


1997 

Proposal 


Occupational  Outlook  Handbook 
Statements  (2-year  cycle)  1/ , 


125 


125 


Analytical  Occupational  Outlook 
Report  s 

National  Industrial-Occupational 
Matrices 

Occupational  Outlook  Quarterly 
( issues ) 


Economic  and  Employment  Projection 
Industries  (2-year  cycle)  2./.... 


114 


114 


Service  Sector  studies 
and  Analytical  Reports. 


1/  The  199  5  Congressional  Budget  showed  a  smaller  number  of 
occupational  handbook  statements  for  1995  than  is  shown  above.   The 
program  was  able  to  produce  additional  statements  due  to 
technological  advances  within  the  office. 

2.1     The  program  has  revised  the  actual  number  of  industry  groups  used 
to  make  employment  projections. 


1111 


1996 

This  program  will  publish  labor  force,  economic,  industrial  and 
occupational  employment  projections  under  alternative  assumptions  for 
the  1994-2005  period.   The  BLS  will  publish  the  1996-97  edition  of 
the  Occupational  Outlook  Handbook  and  begin  work  on  preparing  the 
1998-99  edition.   The  program  will  prepare  and  publish  the  1996 
edition  of  Occupational  Projections  and  Training  Data.   The  program 
will  prepare  four  issues  of  the  Occupational  Outlook  Quarterly  along 
with  an  analysis  of  the  banking  industry  in  the  service  sector  of  the 
economy,  which  is  an  industry  undergoing  significant  change  in 
organizational  and  occupational  structure. 


1£S£ 

This  program  completed  the  preparation  of  the  1996-97  edition  of 
the  Occupational  Outlook  Handbook.   It  also  completed  preparing 
projections  of  labor  force  as  well  as  economic,  industrial,  and 
occupational  projections  for  the  1994-2005  period.   The  program 
prepared  four  issues  of  the  Occupational  Outlook  Quarterly  and  an 
analysis  of  the  service  sector  industry,  television  and  motion 
pictures,  an  industry  that  is  experiencing  rapid  employment  growth 
and  significant  changes  in  occupational  structure. 


Changes  for  1997 
($  in  thousands) 


Activity  Changes: 


Built-in: 

Annualization  of  1996  pay  raise $19,000 

Within  grades  and  merit  pay 47,000 

Cost  of  1997  Pay  Raise 71,000 

FERS  and  Employee  health  benefits 17,000 

Working  Capital  Fund 3,000 

Contractual  and  ADP  services 10 ,  000 

Supplies 3  ,  000 

Communications 1,000 

Printing 7,000 

Space  Rent 7 ,  000 

Postage 3,000 

Travel 1 .  000 

Total  Built-in $189,000 
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EXECUTIVE  DIRECTION  AND  STAFF  SERVICES 

($  in  thousands) 

1996                1997  Difference 

Appropriation           Estimate  1996/1997 

EIE Amount  EIE Amount  EXE Amount 

202      $21,896  213      $22,831  11       $935 


Introduction 

Executive  Direction  and  Staff  Services  provides  agency-wide 
policy  and  management  direction  and  centralized  program  support 
activities.   Major  goals  of  this  decision  unit  are  development  and 
improvement  of  economic  and  statistical  programs,  effective  and 
efficient  management  of  ongoing  programs,  and  provision  of  the 
technical,  administrative,  and  publication  services  necessary  to 
produce  and  release  statistical  and  research  output  on  a  timely 
and  cost-effective  basis. 

Office  of  the  Commissioner 

The  Commissioner- -in  cooperation  with  program  and  support 
off ices--directs  all  the  BLS  activities  and  represents  the  agency 
in  both  national  and  international  forums. 

Administration 

This  program  provides  overall  management  to  the  entire  BLS 
organization  by  providing  financial,  personnel,  and  other 
administrative  support  services. 

Technology  and  Survey  Processing 

This  program  is  responsible  for  processing  and  tabulating  the 
BLS  survey  data  and  provides  central  BLS  computer  and  ADP  support 
services  and  overall  direction  and  coordination  of  ADP  activities 
throughout  the  BLS  National  and  Regional  Offices. 

Publications  and  Special  Studies 

This  program  makes  statistical  materials  and  research 
findings  of  the  agency  available  to  the  public  in  usable  form  on  a 
timely  basis  and  responds  to  public  inquiries  and  the  needs  of  the 
media.   It  also  conducts  special  studies  to  obtain  information  on 
important  topics  that  cross  program  lines. 

Research  and  Evaluation 

This  program  evaluates  the  effectiveness  and  soundness  of 
existing  methodologies  in  the  BLS  programs  and  also  evaluates  new 
analytical  and  survey  methods  to  determine  their  appropriateness 
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for  the  BLS  programs.   It  also  conducts  research  on  cross-program 
issues  and  consults  with  program  offices  on  an  ongoing  basis. 
Staff  of  this  program  oversee  the  Survey  Design  Research  Center, 
whose  research  includes  computer-assisted  telephone  interviewing 
and  questionnaire  design  studies. 

field  Operations 

Regional  office  staff  implement  and  direct  the  BLS  data 
collection  and  dissemination  activities  and  coordinate  and  direct 
the  work  of  State  agencies  engaged  in  Federal-State  cooperative 
programs.   National  office  staff  provide  management  direction, 
coordination,  and  evaluation  services  to  the  regional  offices,  and 
develop  and  present  program-related  training. 

Resources  for  Executive  Direction  and  Staff  Services  during 
the  last  five  years  have  been  as  follows: 

FUNDING  EXE 

($  in  thousands) 

1992 $30,839  248 

1993 $2  5,605  214 

1994 $26,764  214 

1995 $21,003  203 

1996 $21,896  202 


1997  Budget  Request 

Administration  -  will  continue  to  provide  financial,  personnel, 
and  other  administrative  support  services. 

Technology  and  Survey  Processing  -  This  program  will  continue 
processing  and  tabulating  the  BLS  survey  data  and  its  transition  to 
appropriate  client-server  technology.   It  will  also  continue  support 
and  expansion  into  the  Internet  and  other  areas  of  communication 
technologies. 

Field  Operations  -  The  national  office  staff  will  provide,  in 
the  eight  BLS  Regional  Offices,  (1)  direction  and  supervision  to 
data  collection  activities;  and  (2)  assistance  on  setting  up  and 
monitoring  data  collection  schedules  and  resolving  collection 
problems . 

Publications  and  Special  Studies  -  This  program  will  provide 
accurate  and  timely  dissemination  of  the  BLS  statistical  materials 
and  research  findings.   As  resources  permit,  materials  will  be 
distributed  in  the  range  of  formats  to  meet  user  needs,  including 
electronic  as  well  as  print  sources.   Special  studies  will  be 
conducted  as  concerns  arise  and  resources  permit. 
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Research  and  Evaluation  -  This  program  will  continue  to 
provide  technical  assistance  on  quality  improvements  for  major 
indicators,  concentrating  on  survey  methods  research. 


1996 

Overall  policy  and  management  of  agency  programs,  regional 
activities,  research  and  evaluation,  and  special  studies 
technology  will  continue. 


1995 

Overall  policy  and  management  of  the  agency  programs, 
regional  activities,  and  special  studies  continued  in  1995  with 
the  following  specific  change. 

Publications  and  Special  Studies  -  The  special  studies  group 
completed  the  development  and  data  collection  for  the  second 
survey  of  employer-provided  training. 


Changes  for  1997 
($  in  thousands) 


Activity  Changes: 


Built-in: 

Annualization  of  1996  pay  raise $88,000 

Within  grades  and  merit  pay 204,000 

Cost  of  1997  Pay  Raise 315,000 

FERS  and  Employee  health  benefits 77,000 

Working  Capital  Fund 14,000 

Contractual  and  ADP  services 131,000 

Supplies 32,  000 

Communications 13  ,  000 

Printing 13,000 

Space  Rent 31,000 

Postage 14,000 

Travel 3.000 

Total  Built-in $935,000 
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CONSUMER  PRICE  INDEX  REVISION 

($  in  thousands) 


1996 

Appropriation 

EXE AffiojinL 


8  9 


$11,549 


1997 

Estimate 

EXE Amount 


152 


$16,145 


Difference 

1996/1997 

EXE AjnoAint. 


+  63 


$4,596 


Introduction 

The  Consumer  Price  Index  (CPI)  is  the  principal  source  of 
information  concerning  trends  in  consumer  prices  and  inflation  in 
the  United  States  and  is  one  of  the  Nation's  most  important 
economic  indicators.   The  measure  is  used  extensively  for  economic 
analysis  and  policy  formulation  in  both  the  public  and  private 
sectors  as  well  as  to  escalate  contract  costs  among  individuals 
and  organizations.   The  CPI  also  has  a  significant  impact  on  the 
finances  of  the  Federal  Government  because  it  is  used  to  adjust 
payments  to  social  security  recipients,  to  federal  and  military 
retirees,  and  for  a  number  of  entitlement  programs  such  as  food 
stamps  and  school  lunches.   In  addition,  the  CPI  is  used  to  adjust 
individual  income  tax  brackets  and  personal  exemptions  for  changes 
due  to  inflation. 


In  order  to  maintain  the  accuracy  of  the  CPI,  the  BLS 
undertakes  a  comprehensive  updating  of  the  index  approximately 
every  10  years.   This  decennial  revision  provides  opportunities  to 
reflect  changes  in  the  geographic  distribution  of  the  population 
and  in  consumers'  buying  habits,  to  incorporate  improvements  in 
technology  and  index  methodology,  and  to  redesign  survey 
questionnaires  and  computer  systems  to  make  the  index  a  more 
accurate  and  reliable  reflection  of  economic  conditions. 

Revisions  of  the  CPI  are  multi-year  efforts,  and  the  BLS  will 
complete  this  revision  over  a  six-year  period.   Congressional 
funding  for  this  work  began  in  1995,  a  revised  index  will  be 
released  for  January  1998,  a  revised  housing  sample  will  be 
introduced  in  January  1999,  and  the  revision  will  be  completed  in 
2000.  Major  changes  proposed  for  this  revision  fall  into  six 
broad  projects,  each  of  which  is  described  here  briefly. 

Hew  Orographic  Sample  And  New  Market  Baskets 

The  BLS  will  reselect  the  sample  of  geographic  areas  on  which 
the  index  is  based  to  reflect  the  population  shifts  that  have 
taken  place  since  the  1980  Decennial  Census,  as  reflected  in  the 
1990  Census.   These  changes  will  be  incorporated  in  the  CPI  as 
well  as  into  the  two  surveys  that  support  the  CPI,  the  Consumer 
Expenditure  Survey  (CE)  and  the  Point  of  Purchase  Survey  (POPS) . 
In  addition,  the  revision  will  update  the  index's  expenditure 
patterns,  which  currently  refer  to  1982-1984,  to  the  period  of 
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1993-1995.   The  program  completed  the  geographic  area  design  in 
April  1993,  which  is  based  on  the  government -wide  designation  of  - 
Metropolitan  Statistical  Areas  that  OMB  approved  in  December  1992. 

Redesign  The  Processing  System  For  The  Consumer  Expenditure  Survey 

The  system  that  the  Census  Bureau  presently  uses  to  process 
CE  data  was  designed  and  programmed  in  the  late  1970 's,  and  the 
computer  system  at  the  BLS  is  of  a  similar  vintage.   Since  then, 
there  have  been  significant  improvements  in  computing  capabilities 
and  numerous  changes  in  the  CE  questionnaires.   The  redesign 
requires  a  new  processing  system.   In  order  to  efficiently 
incorporate  program  changes  and  take  advantage  of  improvements  in 
computing  technology,  the  BLS  will  transfer  several  critical 
processing  steps  from  the  Census  Bureau  to  the  BLS. 

Revise  the  housing  Sample  For  The  cpi 

Because  of  the  changes  in  the  geographic  sample,  the  BLS  and 
the  Census  Bureau  must  reselect  the  housing  sample  to  reflect 
1990  Decennial  Census  data  so  the  housing  sample  will  be 
representative  of  housing  cost  patterns  of  owners  and  renters  for 
the  1990's. 

Redesign  The  Computer  System  For  Processing  Housing  Data 

The  current  computer  system  for  processing  housing  data  was 
the  first  major  system  designed  during  the  last  CPI  revision. 
Because  it  is  the  CPI  program's  oldest  computer  system  and  because 
of  the  redesign  of  the  housing  sample,  the  revision  will  redesign 
this  computer  system  to  efficiently  support  the  CPI  in  this 
essential  area  of, price  measurement. 

Introduce  Computer  Assisted  Data  Collection  (CADC)  Technology 

Computer  technology  has  advanced  since  the  last  revision  to 
the  point  that  data  collectors  can  efficiently  capture  data  using 
small  computers  in  the  field  and  transmit  the  data  electronically 
to  Washington,  reducing  data  entry  processing.   CADC  will  replace 
a  system  in  which  the  National  Office  mails  data  collection 
materials  to  regional  data  collectors  who  return  them  by  mail  to 
Washington,  where  keypunch  operators  enter  the  data  into  the 
computer.   The  proposed  new  process  will  result  in  greater 
accuracy  by  enabling  errors  to  be  corrected  at  the  source  by  the 
data  collector.  As  planned  and  budgeted,  the  revision  will 
utilize  CADC  for  creating  and  initiating  the  new  housing  sample. 
If  the  program  does  not  use  CADC,  the  cost  of  introducing  the 
housing  sample  would  increase  significantly;  the  BLS  would  have  to 
fall  back  on  existing  procedures  that  are  more  labor  intensive, 
requiring  a  great  deal  of  key  punching  and  transmittal  of  forms 
between  the  National  Office  and  the  Regions.   The  BLS  will 
complete  this  initiative  in  a  staged  manner  in  which  succeeding 
versions  of  the  CADC  system  build  on  earlier  versions,  correcting 
problems  and  providing  greater  capabilities. 
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Convert  The  Point  Op  Purchase  Survey  (POPS)  From  Personal  Visit  To  Telephone 
Interview 

The  Census  Bureau  conducts  the  current  POPS  by  personal 
computer.   The  BLS  uses  the  POPS  to  select  establishments  in  which 
the  CPI  collects  prices.   Research  has  shown  that,  because  of  the 
length  of  the  interview,  a  high  percentage  of  respondents  do  not 
complete  all  of  the  survey  categories.   Further,  testing  has 
demonstrated  that  the  survey  can  be  restructured  using  telephone 
interviews  in  a  manner  that  results  in  a  shorter  interview  spread 
over  more  respondents.   Using  a  telephone -based  survey  has  three 
advantages  over  the  current  survey  method.   First,  the  results  are 
more  comprehensive,  including  more  establishments.   Second,  it  is 
more  flexible,  enabling  survey  adjustment  on  short  notice  to 
replenish  samples  that  experience  rapid  attrition.   Finally,  it 
will  result  in  a  more  balanced  work  load  for  data  collection; 
instead  of  revising  all  samples  in  20%  of  the  geographic  areas 
every  year,  the  BLS  will  resample  approximately  20%  of  the 
products  and  services  priced  in  each  geographic  area  every  year. 
This  will  require  converting  the  survey  from  an  annual  to  a 
quarterly  survey.   To  make  this  change,  the  revision  will  have  to 
redesign  a  number  of  computer  systems  to  support  the  collection 
and  processing  of  these  data. 


1997  Budget  Request 

The  1997  budget  request  supports  activities  in  each  of  the  six 
broad  projects,  which  are  summarized  here. 

New  geographic  sample  and  new  market  baskets  -  In  1997,  this 
project  will  complete  the  initiation  of  outlet  samples  in  21  of  the 
new  geographic  areas  and  continue  to  price  item  samples  in  these 
outlet  samples  along  with  the  pricing  of  new  items  in  the  existing 
areas  of  the  CPI  design.   The  revision  will  complete  preprocessing  of 
consumer  expenditure  data  from  1993  through  1995  and  the  modification 
of  the  composite  estimation  system  software  required  for  updating  the 
CPI  market  baskets.   In  addition,  it  will  process  the  1996  Point  of 
Purchase  Survey  (POPS)  data  for  the  15  additional  replacement  areas 
for  outlet  sample  selections. 

Redesign  the  processing  system  for  the  Consumer  Expenditure 
Survey  -  In  1997,  the  Census  Bureau  will  test  the  new  data  capture 
and  pre-edit  processing  systems.   The  BLS  will  implement  the 
weighting  and  remainder  of  the  editing  systems.   In  addition,  the 
revision  will  begin  developing  requirements  for  the  modernization  and 
downsizing  of  the  current  BLS  systems  for  screening,  imputations  and 
mapping  of  the  Consumer  Expenditure  (CE)  data. 

Revise  the  housing  sample  for  the  CPI  -  The  program  will 
complete  new  collection  procedures  and  training  modules  required  for 
the  computer  assisted  data  collection  (CADC)  and  will  conduct 
training  for  the  regional  staff  who  will  begin  listing  and  selecting 
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the  housing  units  used  in  the  estimation  of  shelter  costs  in  the 
revised  CPI.   It  will  also  print  maps  of  the  segments  and  furnish- 
them  to  data  collectors  in  each  of  the  84  areas  so  they  can  locate 
the  neighborhoods  that  have  been  selected  for  sampling  housing  units 
in  support  of  estimating  changes  in  rent  and  rental  equivalency  for 
homeowners  (REQ) . 

Redesign  the  computer  system  for  processing  housing  data  -  The 

redesign  will  complete  and  test  the  new  Price  Relative  Computation 
(PRO  system  for  application  with  the  new  housing  unit  samples  as 
well  as  the  data  base  review  and  correction  systems  for  processing 
and  quality  adjusting  rental  unit  data,  which  will  be  used  for  the 
data  being  transmitted  from  the  new  housing  samples.   The  program 
will  also  integrate  these  two  systems  plus  the  Sample  Maintenance  and 
Control  System  (SMCS)  into  a  unified  system. 

Introduce  computer  assisted  data  collection  (CADO  technology  - 

In  1997,  the  revision  will  begin  deployment  of  both  CADC  Housing 
listing  and  pricing  instruments  as  well  as  Survey  Information  and 
Control  (SI&C)  in  conjunction  with  the  listing  and  selection  of 
housing  unit  samples.   In  addition,  it  will  continue  refinement  of 
the  CADC  instruments  to  be  used  for  Commodities  and  Services  (C&S)  as 
well  as  the  development  of  the  SI&C  system  to  support  C&S  pricing. 

Convert  the  Point  of  Purchase  Survey  to  Telephone  Collection  - 

In  1997,  the  BLS  will  develop  and  use  a  new  processing  system  for 
processing  outlet  data  being  collected  by  the  Bureau  of  Census  among 
the  48  existing  areas  of  the  CPI  area  design.   The  Census  Bureau  will 
begin  establishing  the  systematic  collection  of  outlet  data  by  CADC 
and  a  Random  Digit  Dialing  (ROD)  telephone  system  for  a  full  84  area 
design.   The  BLS  staff  will  complete  the  training  and  collection 
procedures  required  for  regional  staff  to  convert  from  the  existing 
system  based  on  one-fifth  of  the  areas  being  rotated  to  the  new 
system  in  which  one-fifth  of  the  outlets  are  rotated  in  each  area 
every  year . 


1996 

In  1996,  the  BLS  continued  work  in  each  of  the  six  broad 
projects,  which  is'  summarized  here. 

New  geographic  sample  and  new  market  baskets  -  In  1996,  data 
from  the  Point  of  Purchase  Surveys  (POPS)  were  processed  from  the 
21  new  geographic  areas.  A  POPS  will  be  conducted  in  the 
15  remaining  new  geographic  areas,  while  work  is  proceeding  on  the 
computer  system  to  process  Consumer  Expenditure  Survey  (CE)  data  for 
weighting  the  revised  CPI.   In  addition,  the  BLS  will  hire  staff  in 
the  new  geographic  areas  necessary  to  initiate  a  new  outlet  sample. 

Redesign  the  processing  system  for  the  Consumer  Expenditure 

Survey  -  In  1996,  the  BLS  and  Census  Bureau  will  complete  the  design 
for  the  new  computer  system  and  begin  programming. 
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Convert  the  Point  of  Purchase  Survey  from  Personal  Visit  to  ■ 
Telephone  Interview  -  Developed  the  requirements  for  the  design 
and  development  of  computer  systems  at  both  the  BLS  and  the  Bureau 
of  the  Census  necessary  to  support  this  conversion. 


Changes  for  1397 


Net  Program  $4,596,000 

FTE  63 


REVISION  OF  THE  CONSUMER  PRICE  INDEX 


Proposal :   To  continue  the  revision  of  the  CPI .   The  work  began  in 
1995,  a  revised  index  will  be  released  for  January  1998,  a  revised 
housing  samDie  will  be  introduced  in  January  1999,  and  the  revision 
will  be  completed  in  200C.   This  request  will  support  the  third  year 
of  a  six  year  program.   Resources  required  in  1997  are  $16,145,000 
and  152  FTE. 

Rationale:   The  BLS  began  the  revision  in  1995,  the  first  year  in 
a  six  year  process.   This  request  is  to  continue  the  revision 
through  the  third  year  of  the  its  plan.   Revisions  are  implemented 
approximately  every  ten  years  to  maintain  and  improve  the  measure 
of  consumer  price  change,  and  they  are  scheduled  to  begin  after 
the  decennial  census  data  are  available  so  that  the  population 
changes  can  be  incorporated  into  the  index.   The  need  to  revise 
the  index  is  dictated  by  its  extensive  uses  and  impact  in  both  the 
public  and  private  sectors.   In  the  private  sector,  the  CPI 
escalates  billions  of  dollars  in  agreements  and  is  also  used  for 
economic  analysis.   In  the  public  sector,  the  CPI  is  used  to 
adjust  payments  for  such  programs  as  Social  Security  and  food 
stamps,  and  to  adjust  individual  Federal  income  tax  brackets  and 
personal  exemptions  for  changes  due  to  inflation. 
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Revise  the  bousing  sample  for  the  CPI  -  In  1996,  extensive 
effort  has  been  devoted  to  the  development  of  the  computer  systems 
necessary  for  selecting  the  housing  segment  samples.   In  addition, 
the  BLS  will  develop  training  modules  to  implement  the  new  procedures 
to  be  used  in  the  new  geographic  areas . 

Redesign  the  computer  system  for  processing  housing  data  -  In 
1996,  the  BLS  has  completed  the  new  system  design  for  calculating 
price  relative  change  for  the  publication  of  housing  data  estimates. 

Introduce  Computer  Assisted  Data  Collection  (CADC)  technology  - 

In  1996,  the  BLS  will  develop  the  CADC  instrument  to  support  the 
initiation  and  collection  of  data  for  a  new  housing  sample.   In 
addition,  work  will  proceed  on  the  development  of  a  comparable  system 
for  the  commodities  and  services  components  of  the  CPI. 

Convert  the  Point  of  Purchase  Survey  from  personal  visit  to 
telephone  interview  -  In  1996,  computer  assisted  telephone 
interviewing  will  continue  to  provide  outlet  samples  for  new  items 
not  currently  covered  in  the  CPI. 


The  CPI  revision  began  in  1995  with  work  in  each  of  the  major 
project  areas,  including: 

New  geographic  sample  and  new  market  basket  -  Conducted  the 
Point  of  Purchase  Survey  (POPS)  in  twenty-one  of  the  new 
geographic  areas  to  be  incorporated  into  the  revised  CPI,  and 
developed  data  collection  procedures  to  obtain  outlet  samples  for 
new  items  to  be  priced  in  existing  geographic  areas. 

Redesign  the  processing  system  for  the  Consumer  Expenditure 
Survey  -  Completed  the  review  and  analysis  of  the  existing 
computer  system,  a  prerequisite  to  the  redesign,  and  began  the 
development  of  technical  and  data  requirements  for  the  new 
computer  system. 

Redesign  the  bousing  sample  for  the  CPI  -  Selected  the 
neighborhoods  for  the  new  housing  sample,  and  began  development  of 
the  design  of  the  computer  system  that  will  be  used  to  control  the 
initiation  and  repricing  of  the  new  sample. 

Redesign  the  computer  system  for  processing  housing  data  - 

Completed  the  design  of  the  new  housing  database,  and  an  analysis 
of  the  hardware  needed  to  support  that  design. 

Introduce  computer  assisted  data  collection  (CADC) 
technology  -  Tested  hardware  and  supporting  software  to  be  used 
for  data  collection  in  the  regions  for  collecting  housing  data, 
and,  based  on  those  tests,  began  to  purchase  equipment  for 
prototyping  purposes.   In  addition,  the  BLS  will  test  hardware  and 
software  for  collecting  commodities  and  services  data. 


1121 


iLS-64 


NEW  POSITIONS  REQUESTED 
IS  in  Thousands  I 


Activity  1 :   SIC  Revision 
National  flffico 


Annual 

Grarig         Nnmhor  Sa  1  a  rv 


Economist . 


Activity  7:   Consumer  Price  Index  Revision 
Field  Offir^ 


Economist 

Economist 

Subtotal. 


GS-13 

GS-12 


>i« 


445. 
551 


Total,  New  Pull  Time  Permanent  Positions... 
Note:   CPIR  is  also  requesting  51  PTE  to  cover  part-time  positions 


20      $825, 
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Program  Effect :   The  effect  of  the  revision,  when  completed,  will 
be  a  more  current  and  accurate  index.   The  index  will  better 
represent  the  population  distribution  of  the  U.S.,  better 
represent  the  products  and  services  that  consumers  purchase,  and 
better  represent  the  housing  in  which  consumers  live.   The  revised 
index  will  incorporate  those  changes  in  consumption  that  have 
occurred  since  the  last  revision  to  provide  a  better 
representation  of  price  change  as  well  as  incorporate  technical 
changes  to  improve  the  timeliness  and  quality  of  the  index. 

Activity  Base: 

FTE:      fli  Estimate:      $11. 549. 000 

Program  Increase: 

FTE:      £1  Estimate:       S4, 596.000 
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Executive  level  I 

Executive  level  II 

Executive  level  III 

Executive  level  IV 

Executive  level  V 

Subtotal 

Exec.  Level  Salary 

ES-6 

ES-5 

ES-4 ., 

ES-3 

ES-2 

ES-1 

Subtotal 

ES  Salary 

GS/GM-15 

GS/GM-14 

GS/GM-13 

GS-12 

GS-11 

GS-10 

GS-09 

GS-08 

GS-07 

GS-06 

GS-05 

GS-04 

GS-03 , 

GS-02 

GS-01 

Subtotal 

Total  GM/GS  Salary 

Total  end  of  year 

Total,  Full-time  equivalent  (FTE) 


1995 

1996 

1997 

Actual 

Ej£ma£e, 

0 

0 

0 

0 

0 

0 

21 

21 

21 

$2,356 

$2,367 

$2; 

.367 

68 

66 

66 

174 

176 

176 

355 

356 

364 

580 

576 

633 

562 

563 

589 

2 

2 

2 

139 

232 

256 

33 

32 

32 

229 

301 

361 

148 

167 

163 

171 

188 

197 

24 

26 

27 

3 

5 

8 

1 

1 

1 

0 

0 

0 

2,489 

2,691 

2 

,875 

$110,618 

$119,943 

$124 

,646 

2,511 

2,713 

2 

,897 

2,404 

2,458 

2 

,552 

Note:   Salary  totals  will  not  equal  object  class  11.1  and  11.3  due  to  inclusion 
of  reimbursable  salaries. 
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GENERAL  PROVISIONS 

Sec.  101.  None  of  the  funds  appropriated  under  this  Act  shall  be  expended  by  the 
Secretary  of  Labor  to  implement  or  administer  either  the  final  or  proposed  regulations 
referred  to  in  section  303  of  Public  Law  102-27. 

Sec.  102.  None  of  the  funds  appropriated  in  this  title  for  the  Job  Corps  shall  be  used  to 
pay  the  compensation  of  an  individual,  either  as  direct  costs  or  any  proration  as  an  indirect 
cost,  at  a  rate  in  excess  of  $125,000. 

Sec.  103.  Section  44(h)  of  the  Longshore  and  Harbor  Workers'  Compensation  Act  of 
1927,  33  U.S.C.  901,  et  seq.,  is  amended  by  striking  out  paragraph  (3)  redesignating 
paragraph  (4)  as  paragraph  (3),  and  by  adding  the  following  new  paragraphs  (4)  and  (5): 

"(4)  To  defray  the  expense  incurred  by  the  Department  in  conducting  inspections 
and/or  audits  as  provided  in  subsection  (d). 

"(5)  To  defray  the  expense  incurred  by  the  Department  in  the  direct  administration  of 
the  fund". 

Sec.  104.  Section  427(c)  of  the  Job  Training  Partnership  Act,  as  amended,  is  repealed. 

TITLE  V  -  GENERAL  PROVISIONS 

Sec.  105.  No  part  of  the  funds  appropriated  under  this  Act  shall  be  used  to  provide  a 
loan,  guarantee  of  a  loan,  a  grant,  the  salary  of  or  any  remuneration  whatever  to  any 
individual  applying  for  admission,  attending,  employed  by,  teaching  at,  or  doing  research  at 
an  institution  of  higher  education  who  has  engaged  in  conduct  on  or  after  August  1,  1969, 
which  involves  the  use  of  (or  the  assistance  to  others  in  the  use  of)  force  or  the  threat  of 
force  or  the  seizure  of  property  under  the  control  of  an  institution  of  higher  education,  to 
require  or  prevent  the  availability  of  certain  curricula,  or  to  prevent  the  faculty, 
administrative  officials,  or  students  in  such  institution  from  engaging  in  their  duties  or 
pursuing  their  studies  at  such  institution. 

"*-         Sec.  502.  The  Secretaries  of  Labor,  Health  and  Human  Services,  and  Education  are 
authorized  to  transfer  unexpended  balances  of  prior  appropriations  to  accounts  corresponding 
to  current  appropriations  provided  in  this  Act:    Provided,  that  such  transferred  balances  are 
used  for  the  same  purpose,  and  for  the  same  periods  of  time,  for  which  they  were  originally 
appropriated. 

%  Sec.  503.  (a)  No  part  of  any  appropriation  contained  in  this  Act  shall  remain  available 
for  obligation  beyond  the  current  fiscal  year  unless  expressly  so  provided  herein. 

Sec.504.  (a)  No  part  of  any  appropriation  contained  in  this  Act  shall  be  used,  other 
than  for  normal  and  recognized  executive-legislative  relationships,  for  publicity  or 
propaganda  purposes,  for  the  preparation,  distribution,  or  use  of  any  kit,  pamphlet,  booklet, 
publication,  radio,  television,  or  film  presentation  designed  to  support  or  defeat  legislation 
pending  before  the  Congress,  except  in  presentation  to  the  Congress  itself. 

(b)  No  part  of  any  appropriation  contained  in  this  Act  shall  be  used  to  pay  the 
salary  or  expenses  of  any  grant  or  contract  recipient,  or  agent  acting  for  such  recipient, 
related  to  any  activity  designed  to  influence  legislation  or  appropriations  pending  before  the 
Congress. 

Sec.  505.  The  Secretaries  of  Labor  and  Education  are  each  authorized  to  make 
available.not  to  exceed  $15,000  from  funds  available  for  salaries  and  expenses  under  titles  I 
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and  111,  respectively,  for  official  reception  and  representation  expenses;  the  Director  of  the 
Federal  Mediation  and  Conciliation  Service  is  authorized  to  make  available  for  official 
reception  and  representation  expenses  not  to  exceed  $2,500  from  the  funds  available  for 
"Salaries  and  expenses,  Federal  Mediation  and  Conciliation  Service";  and  the  Chairman  of 
the  National  Mediation  Board  is  authorised  to  make  available  for  official  reception  and 
representation  expenses  not  to  exceed  $2,500  from  funds  available  for  "Salaries  and  expenses. 
National  Mediation  Board". 

Sec.  506.  Notwithstanding  any  other  provision  of  this  Act,  no  funds  appropriated  under 
this  Act  shall  be  used  to  carry  out  any  program  of  distributing  sterile  needles  for  the 
hypodermic  injection  of  any  illegal  drug  unless  the  Surgeon  General  of  the  United  States 
determines  that  such  programs  are  effective  in  preventing  the  spread  of  HIV  and  do  not 
encourage  the  use  of  illegal  drugs,  except  that  such  funds  may  be  used  for  such  purposes  in 
furtherance  of  demonstrations  or  studies  authorized  in  the  ADAMHA  Reorganization  Act 
(Public  Law  102-321). 

Sec.507.  (a)  PURCHASE  OF  AMERICAN-MADE  EQUIPMENT  AND  PRODUCTS.-It 
is  the  sense  of  the  Congress  that,  to  the  greatest  extent  practicable,  all  equipment  and 
products  purchased  with  funds  made  available  in  this  Act  should  be  American-made. 

(b)  NOTICE  REQUIREMENT— In  providing  financial  assistance  to,  or  entering  into 
any  contract  with,  any  entity  using  funds  made  available  in  this  Act,  the  head  of  each  Federal 
agency,  to  the  greatest  extent  practicable,  shall  provide  such  entity  a  notice  describing  the 
statement  made  in  subsection  (a)  by  the  Congress. 

Sec.  508.  When  issuing  statements,  press  releases,  requests  for  proposals,  bid 
solicitations  and  other  documents  describing  projects  or  programs  funded  in  whole  or  in  part 
with  Federal  money,  all  grantees  receiving  Federal  funds,  including  but  not  limited  to  State 
and  local  governments  and  recipients  of  Federal  research  grants,  shall  clearly  state  (1)  the 
percentage  of  the  total  costs  of  the  program  or  project  which  will  be  financed  with  Federal 
money,  (2)  the  dollar  amount  of  Federal  funds  for  the  project  or  program,  and  (3)  percentage 
and  dollar  amount  of  the  total  costs  of  the  project  or  program  that  will  be  financea  by 
nongovernmental  sources. 

Sec.  509  Not  to  exceed  I  percent  of  any  discretionary  funds  (pursuant  to  me  Balanced 
Budget  and  Emergency  Deficit  Control  Act,  as  amended)  which  are  appropriated  for  the 
current  fiscal  year  for  titles  I,  II,  and  III  of  this  Act  may  be  transferred  between 
appropriations,  but  no  such  appropriation  shall  be  increased  by  more  than  3  percent  by  any 
such  transfer:    Provided,  that  such  transfers  may  be  made  only  between  appropriations  with 
each  title:    Provided  further,  that  the  Public  Health  and  Social  Services  Emergency  Fund 
appropriation  under  title  II  of  this  Act  shall  not  be  subject  to  the  3  percent  limitation  of  this 
section. 
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